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TO PROMOTE PEACE AND TO EQUALIZE THE BURDENS 
AND TO REMOVE THE PROFITS OF WAR 


War PoLicres COMMISSION, 
Thursday, March 5, 1931. 


The commission met, pursuant to call, at 10 a. m., March 5, 1931, 
in the minority conference room, Senate Office Building, Washing- 
ton, D. C., Hon. Patrick J. Hurley (chairman) presiding. 

The commission, after disposing of certain organization business, 
‘proceeded as follows: 

Secretary HurLeY. If there is no further organization business to 
come before the commission, we will now proceed to take the testi- 
mony of the witnesses who are present. In this connection I want 
to report to the commission that the former Secretary of War, Hon. 
Newton D. Baker, was to have been present this morning. He ad- 
vised me yesterday that it would be impossible for him to appear 
to-day, but he could appear at any time designated by the commission 
next week, and will be glad to appear. 

Before putting on the first witness I would like to make a short 
statement for the purposes of the record. This meeting of the com- 
mission created by the congressional resolution approved June 27, 
1930, is the first of a series of open hearings it expects to conduct. 
Prior meetings have been held for purposes of organization and to 
discuss the general nature of the problems that have been placed 
before the commission by Congress. Upon the initiation of this 
hase of our work it appears appropriate for the commission to out- 
ne briefly the scope ot its contemplated investigations. To carry 
out the task assigned by law there must first be assembled and 
analyzed such data as will set forth clearly the essential needs of the 
country in a major emergency. Next there must be determined the 
reasons why, in the Government’s efforts to supply its needs in all 
past wars, opportunity has been presented to some individuals to 
reap extraordinary financial profit, while others have been called 
upon to bear more than a proportionate share of the burdens. Based 
upon these analyses the commission must develop basic methods and 
policies whereby the economic burdens of war may be made tu fall 
with equal weight on every element of our citizenship. This is a 
most difficult and intricate problem and a correct solution of it is of 
tremendous importance. 

_ Certain sources of information are readily available. There are 
in this country many men who took a vital part during the World 
War in producing, assembling, and employing the great numbers of 
material things und necessary in that crisis. From their com- 
posite experience the commission confidently expects to gain great 
assistance in solving the problems facing it. Certain of these men 
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have been invited to appear before this body and give full expression 
to their views. 

Patriotic associations have always taken a definite interest in these 
questions, and their representatives will likewise be asked to meet 
with the commission. Moreover, it is appreciated that many other 
men have had opportunity to study these subjects and have developed 
concrete ideas concerning them. The commission takes this oppor- 
tunity to invite any citizen who desires to present his views to make 
the necessary arrangements through its secretary. 

The commission has also been promised the cooperation of govern- 
mental departments and bureaus. Certain department heads are 
undertaking to have detailed studies on selected subjects prepared 
by experts, and copies of these will be included in our final report. 
The Army and Navy have legal responsibility for carrying on pre- 
paratory and planning activities which have for their purpose the 
guaranty of this Nation’s security. The commission hopes to ex- 
amine appropriate portions of Army and Navy plans that are closely 
related to the commission's responsibilities in these hearings. 

The commission has thought it appropriate to ask to appear, as 
the first witnesses on the program, the chiefs of the veterans’ organi- 
zations. The first witness we will call is Mr. ‘Thomas Kirby, national 
legislative chairman of the Disabled American Veterans. 


STATEMENT OF THOMAS KIRBY, NATIONAL LEGISLATIVE CHAIR- 
MAN DISABLED AMERICAN VETERANS, MUNSEY BUILDING, 
WASHINGTON, D. C. 


Mr. Kirsy. Mr. Chairman and gentlemen of the commission, our 
organization is composed exclusively of men whose disabilities are 
traceable to the war—officially recognized compensable disabilities. 
We are the only organization of disabled of any war ever recognized 
in the history of the country by Federal enactment. 

With that background, we feel that no cross section of America 
has had a greater opportunity to appreciate the horrors of war nor 
a more definite obligation to take any proper action looking toward 
reasonable preparedness for the future wars that may be inevitable. 
From the formation of our organization, more than 10 years ago, 
every national convention has successively indorsed the principle that 
capital and labor in the next war shall be subject to the saine general 
principles of draft as was the man power in 1917 and 1918. We feel 
that adequate preparedness no more brings on war than prior insur- 
ance invites fire, and any action on our part in supporting this legis- 
lation is not in the hopes of war but rather as a peace proposition to 
prevent or lessen the probability of war. 

This whole subject is so old and has been discussed so much and 
presents so many ramifications that we are here to-day to advocate 
more the principle of universal service than we are any of the details 
or plans leading up to such an arrangement. We feel that in the 
past we sent armies to the field; to-day we believe nations go to war 
and we feel that the arrangements, plans, and programs for mobiliza- 
tion of labor and capital in a future war are just as definite and 
should be foreseen on the same principle as there should be, and 1s 
to-day in the War Department, the draft of a selective service act 
which could be put into effect immediately. 
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So far as our military preparation is concerned, even those with a 
superficial knowledge of the War Department’s plans realize that 
we are to-day vastly better prepared, so far as plans are concerned, _ 
than we were in 1917, after the clouds of war had hung over the 
country for years without any definite plan whereby mobilization 
sould: be greatly speeded; and to-day, should war come, our armed 
forces can go to the field, saving literally months, and be better pre- 
pared than they were 14 years ago. 

Furthermore, we feel that the civilian military training camps 
have been not only a reasonable preparation of a reservoir of our 
future leaders in furnishing the emergency officers, but also of dis- 
tinctive value from the viewpoint of citizenship. We feel those 
young men are taken into these military camps under modified mili- 
tary discipline, at the very age when discipline is most needed, and 
they come out not only better prepared from a military viewpoint 
but the whole scheme and program during their presence in those 
camps is calculated to make them not only Vetter troopers but better 
Americans. 

Our purpose to-day, as I have said, is to assure this commission 
of our whole-hearted consistent and persistent support of the prin- 
ciples for which you are striving. | 

Senator VANDENBERG. Mr. Kirby, may 1 ask you this question: 
If, as a general proposition, we were able to procure a common dedi- 
cation of all of the resources of the country co the national defense, 
would we not be likely to avoid in the future many of the postwar 
problems of adjusted compensation for service men, and so forth, 
which are so perplexing under the system as it has existed heretofore ? 

Mr. Kirey. In three ways, Senator Vandenberg. First of all, the 
proper preparation of this country industrially and from the labor 
viewpoint and from the military and naval viewpoint will lessen the 
probability on the same theory that if you are walking down the 
street to hit somebody, you would probably side step Gene Tunney 
and take the next man. That is the first principle: The second 
principle is that if we have these postwar problems, of which the 
chief 1s the compensation problem, they won’t be so great, because 
our men will be better able to protect themselves than we were in 
the last war and we will not be going into the war so utterly un- 
familiar with our obligations as soldiers, as were some of the ex- 
service men who were sent to the main front with an extremely 
limited knowledge of rifle fire. The third thing is that, paralleling 
this universal conscription idea, we have advocated a postwar policy. 
In other words, after every war we find we have disabled men and 
we have postwar problems of all sorts in readjusting the ex-service 
man to his civilian occupation. After the late war the eastern cities 
were literally piled up with ex-service men from all parts of the 
country, many of whom had never been in those cities. Some stayed 
there indefinitely and a lot of them were coaxed home. The biggest 
hospital at the port of New York was a former department store. 
We knew the thing was coming and even after we went into the war 
there was no Por at all for a postwar policy. So that with 
a national defense plan prepared in abc to assure universal con- 
scription, we think, paralleling that, there should be a veterans’ pol- 
icy. As you know, Senator, the present World War veterans’ act 
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covering the work of the Veterans’ Bureau is patchwork. Every 
Congress patches something on it—most of it extremely desirable; 
but there is no policy, there is no future. Yesterday the Members 
of Congress voted for a bill carrying $20,000,000 for hospitals to 
provide 6,000 beds and we know there are 10,000 men for those beds; 
we know those hospitals can not be built for two years, and we know 
Tf an hour and a half more had elapsed we would not even have got 
those. So, in answer to your question, I can say I thoroughly agree 
with you, Senator, that the whole problem has to be taken up. 

Mr. McSwain. Let me ask a question or two, Mr. Kirby. Mav not 
the effect on the promotion of peace of a wisely conceived policy of 
equalizing the burdens of war be to deter aggression by others, and 
also have a deterring effect upon ourselves in this. It has been 
charged, and I think with some truth, that certain interests are some- 
times reckless of rushing the country into war, in the prospect of 
making enormous profits for themselves and at least believing that, 
if they can escape the harshness of personal military service, they 
can not personally suffer from the results of the war. Therefore 
they have been willing to take the chances of unduly exciting the 
public mind about matters that otherwise might be relatively trivial 
and of arousing public sentiment to war fever, when a little self- 
restraint imposed by the knowledge that no person, however high or 
however low. however rich or however powerful, is going to escape 
from the obligation to contribute, either by service or by sacrifice 
of substance or of money, to the prosecution of the war? 

Mr. Kirby. I think you are absolutely right, Mr. McSwain: but, 
between the two, between the national and the international, the 
external and the internal, our feeling is that universal conscription 
will more probably make the other nation be slow to strike than it 
will be calculated to keep America from going into war once America 
is satisfied she should be in there. I agree with you that certain 
elements are going to be discouraged from arousing a feeling that we 
should be in a war and insisting on putting us in; but the effect of 
this will be felt more abroad than it will be here. Once America is 
aroused, I do not think she will be held back; but I do think the other 
fellow will hesitate to give us any reason for being drawn in, as hap- 
pened the last time. 

Mr. McSwatn. I admit that when once America is aroused she 
could not be restrained; but the point is this, to restrain her before 
she becomes aroused and to restrain the interests and individuals 
who might have a hope of gain by reason of our having become 
aroused. I have seen screaming headlines that, if they were sub- 
stantiated finally, would be sufficient to rush America into war; but 
when it was finally sifted down it was ascertained that the facts 
upon which those screaming headlines were predicated were not facts 
in truth, but were mere misunderstandings and misinterpretations 
of some imaginary affront to an American citizen upon foreign soil. 

Mr. Kirey. It unquestionably will be a factor, Mr. McSwain; but 
my thought is the effect upon the foreigner, rather than upon the 
American. The American will go into the next war, assuming the 
endeavors of you gentlemen are going to be successful, with a greater 
vengeance, backed up by his inherent courage, and will be a better 
soldier, and the Nation as well as the Army will be better able to 
stand it. 
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Mr. Corus. Mr. Kirby, let us assume that this war that is so 
eo is already on. Under your plan, what would you do with 
abor 

Mr. Kirsy. I would endeavor by some plan, which I said at the 
outset is going to require some study by you men, to get the laboring 
element to realize that it has just the same obligation to win the war 
as the man in uniform who is called to the flag. | 

Mr. CoLLINS. Suppose you get them to realize that, what would you 
propose that this commission do? 

A r. Kirey. I think the details of this are matters that are almost 
endless. 

Mr. CoLLins. Well, you said “universal conscription.” Let us find 
out what is meant by that. 

Mr. KireY. Well, generally, the answer is that we should have it 
realized through law that every man and every woman in America 
has an obligation to take his or her part in winning the war, just like 
the man in uniform. Now, whether that can be. worked out by a 
scheme—— 

Mr. CoLLins. Would you think it would be wise to take a man 
out of a factory and change his status from that of a laborer to 
that of a man who had been conscripted into the service of the 
United States? Would that be what you would propose? 

Mr. Kirsy. I think this Government has just as much right to say 
to the man in the factory, “ You shall work certain hours for certain 
pay,” as it has to say to the man in a cigar store—— 

Mr. Couns. I understand all that. We are assuming we have the 
right to do that, if we have not that we are going to amend the 
Constitution of the United States so that we can do it. Now then, 
would you change his status legally from that of a laborer to that 
of a vi in the service of the United States, and then regulate his 
wages 

Mr. Kirey. My inclination would be along that line. 

Mr. CoLLINs. That would be what you would propose? 

Mr. Krey. A nonmilitary defender of the country. 

Mr. Corns. Your theory would be to take the flagman on the 
railroad into the service, but have him continue doing the same work 
probably with pay according to some Government wage scale? 

Secretary HurLey. I would like to interrupt you for just one 
moment to call the attention of the Congressman to the fact that 
Joint Resolution No. 98 provides: 

Said commission shall not consider and shall not report upon the conscription 
of labor. 

Mr. Corns. But we have that power now under existing law, Mr. 
Secretary, to conscript labor. 

Secretary HurLeyY. But this commission, I think, has no power 
except that within the four corners of this resolution. 

Mr. CoLLrNs. That may be, but authority does exist now to con- 
script labor. ? l 

r. Kirksey. We had that case, Mr. Collins, in the Chemical War- 
fare Division. My recollection is that when we began to develop 
secret gases out at the American University here, everybody, right 
down almost to the day laborers, was put into the service, purely on 
the theory of putting them under military control in the protection 
of the secrets. 
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Mr. CoLLiNs. Your plan would be, then, to take him out of his 
position by some legal process and then fix his pay according to— 
would you say the pay of the man who is in the ranks? 

Mr. Y. Not necessarily. 

Mr. Corns. But you think that during the war a great many 
men employed as laborers received more pay than they deserved; 
you believe that, don’t you? 

Mr. Kirsy. I do. 
ry CoLLINs. And you think there ought to be some regulation of 

at 

Mr. Key. Yes. 

Mr. CoLLins. Now, then, with reference to capital. Under the 
Constitution of the United States we can not take private property 
except by due process of law. Of course, due process of law means 
a reasonable return upon investment. Now, what would you think 
about the conscription of property—capital ? 

Mr. Kirpy. Guarantee them a reasonable return upon their in- 
vestment. 

Mr. CoLLixs. And that would mean that exorbitant profits just 
like in the last war, and there would not be anybody drafted except 
human beings. 

Mr. Kirsy. Not any more than a man in the service who went 
A. W. O. L. 

Mr. Corns. Oh, yes: it would; you know it, too. That is all. 

Secretary HurLeY. The next witness is Commander Paul C. Wol- 
man, commander in chief Veterans of Foreign Wars. 


STATEMENT OF PAUL C. WOLMAN, COMMANDER IN CHIEF VET- 
ERANS OF FOREIGN WARS OF THE UNITED STATES, BALTIMORE, 
MD. 


Mr. WoLman. Mr. Chairman and members of the commission, in 
order to save time I have prepared a brief statement which I will 
proceed to read and then attempt to answer the questions that any 
member of the commission may desire to ask. 

As commander in chief of the Veterans of Foreign Wars of the 
United States, I consider it a privilege to have the opportunity 
to appear before this commission and voice the sentiments of the 
organization which I have the honor to head. I am sure you all 
know that the Veterans of Foreign Wars of the United States is 
an organization made up exclusively of men who have seen service 
under the American flag in foreign lands and upon hostile waters 
in the various wars, expeditions, and campaigns in which the United 
States has participated; also, that our association has been in 
existence since 1899 and that we include among our members men 
who have served in the Mexican War, as well as veterans of the 
other wars, campaigns, and expeditions down to and including 
those engaged in the recent Nicaraguan and Chinese disturbances. 

With such a background, I feel that it may not be presumptious 
upon my part, as commander in chief of the Veterans of Foreign 
Wars of the United States, to express the views of our organization 
upon certain phases of the subject of national defense, and I shall 
take this occasion to present resolution No. 3, adopted at the Thirty- 
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first National Encampment of the Veterans of Foreign Wars, which 
was held in Baltimore during the month of September, 1930. It 
reads as follows: 

Be it resolved by the Thirty-first National Encampment, Veterans of Foreign 
Wars of the United States, That the national council of administration be 
instructed to give serious thought and full consideration to a plan to be enacted 
into a national law, part of our national defense, for the universal draft 
both of man power and of industry in all future wars in which this country 
may be engaged. 

The Veterans of Foreign Wars believe that the economic burden 
of war should fall equally upon the shoulders of capital, industry, 
and man power, and that each should be required to contribute its 
respective share. There is no good reason why one man should give 
up his business or his position to shoulder his pack and rifle and 
go off to defend the integrity and tranquillit of his country while 
another sits back and either makes no contribution or derives huge 
profits from the sacrifice. 

These are the sentiments that are expressed at each of our national 
encampments and since, as I mentioned before, our organization 
voices the opinion of those who have borne the brunt of battle, I 
think they are worth consideration. It is because we have served 
that we wish merely to place our views to your consideration, for 
you will have before you experts to assist you in working out the 
details of this worthy plan. 

Now, that, in brief, is the attitude of the Veterans of Foreign 
Wars. We do not attempt to state just what plan should be followed 
out in that; we would rather leave that to the commission in callin 
before it political economists or people who may be better eal 
in the working out of these particular thoughts. It is merely the 
plan itself as voiced by the body of service men who have been over- 
seas or in hostile waters during time of war. 

Secretary HurLeY. Thank you very much, Commander Wolman. 
This concludes our witnesses for the morning, gentlemen. 

(The commission thereupon took a recess until 2 o’clock p. m.) 


AFTER RECESS 


The commission reconvened pursuant to the taking of the recess, 
Hon. Patrick J. Hurley (chairman), presiding. 

Secretary Hurtey. Gentlemen of the commission, we have for the 
first witness this afternoon the national commander of the American 
Legion, Commander O'Neil. 


STATEMENT OF RALPH T. 0'NEIL, NATIONAL COMMANDER THE 
AMERICAN LEGION 


Mr. O’New. Gentlemen of the commission, in the first place, I want 
to take this occasion to express the appreciation of the American 
Legion for this opportunity to present to you the views of our organi- 
zation on what we believe to be a piece of very vital legislation for 
the welfare of this country. 

As most of you know, the question before this commission was 
first presented to the American Legion at our first convention in 
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Minneapolis, in 1919. In 1921, at Kansas City, I believe, a resolution 
was adopted calling for the appointment of a committee to study the 
question of universal draft, or universal conscription. At that time, 
that committee was composed of men who had experience in military 
and governmental matters. The Secretary of War kindly helped 
with the work of this committee, sat in on the conferences through the 
assistant secretary, I believe, and, as a result of those conferences, 
the following policy was adopted by the American Legion in 1922, 
at the New Orleans convention, I believe. That policy is as follows: 

That there should be a universal draft of not only the man power, but of the 
material resources of our country; first, so that it would lessen materially the 
future possibility of war; and further, that if such a national emergency did 
present itself to the Nation, we would be prepared with an orderly, compre- 
hensive plan to mobilize the entire resources of the whole country without 
respect to any conditions that would limit the full use of the full power of our 
Nation. 

That is a simple statement of the American Legion’s principle and 
the organization has always been back of that particular principle. 

Now, as I understand it. at this time the only legislation we have 
on the statute books on this subject is about as follows, and this 
was passed at the time of the 1920 National Defense Act and is part 
of that Act. 


First, drafting the National Guard in order to overcome the limitation 
placed by the Constitution upon the use of the militia as such. 

Seconda, a commandeering section which authorizes the President to place 
orders for munitions and other supplies in any factory he may select, and 
providing not only punishment for a refusal to accept such orders, but author- 
izes him, if necessary, to commandeer such factories, 

Now, we believe, in addition to that legislation, there should be 
the following: First, the selection for service of any necessary part 
of the organized militia. I believe that question has been studied 
to some extent by the past Congress. Second, control of material 
resources and industrial organizations other than the commandeer- 
ing section in the National Defense Act. 

Third, the control over prices of commodities for the Govern- 
ment and the civil population, together with control over service. 

Fourth, the creation of the various auxiliary agencies which were 
found to be necessary in the last war, such as the War Industries 
Board, Fuel Administration, War Trade Board, Food Adminis- 
tration, and so forth. 

The business men are generally willing to take Government con- 
tracts if assured of prices of raw material, labor, power, and trans- 
portation remaining stable, and labor in general will be content 
with existing wages if assured that the cost of food, shelter, and 
clothing will remain stable. We believe that legislation should be 
placed on the statute books which will, if properly administered, 
take the profit out of war and preclude, in any future crisis, many 
if not all of the economic ills, dissatisfaction, and unrest that have 
been the aftermath of the World War. 

Our Government to-day has, for the first time in its history, a 
sound military policy. I am referring to the National Defense Act 
of 1920, which provides for a Regular Army of skeleton size, a 
National Army, and a National Guard. I might say, in passing, that 
the only thing which prevents this policy from becoming as effective 
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as it possibly could is because, I think, sometimes Congress has not 
made sufficient appropriations to carry out the spirit of the National 
Defense Act. This military policy, however, is incomplete without 
legislation that will prepare our country to draft immediately, with- 
out favor, all of the man power and resources of our Nation by a 
comprehensive and carefully considered plan of action. 

I quite a with what I understand has been the position of 
the present Secretary of War, Colonel Hurley. Although there were 
some press reports that were a little confusing at the time, as I 
understand it, the position of the Secretary is this, that we mobilize 
or control every national asset we have that might be useful in time 
of war. I agree heartily with what I understand is his idea that we 
should not have any piecemeal legislation on this thing; in other 
words, that we should not pass a law to provide man power at this 
time and later on, perhaps after war has been declared, take care of 
these other matters to which I have referred. 

I might say, for the benefit of the record, that the American 
Legion 1s for peace, but it believes, as did the Father of our Country, 
that the best assurance of peace is to be found in a reasonable state 
of preparedness. That has always been our position. There were 
prepared and presented to Congress several bills on this subject. For 
instance, I recall particularly the Capper bill in the Senate. I re- 
member when that was prepared it had the sponsorship of the Ameri- 
can Legion. Later on a resolution was prepared and introduced, I 
think, by the Hon. John J. McSwain, a member of this commission 
and a Legionnaire, and the American Legion sponsored that resolu- 
tion, and that is the resolution you are acting on to-day. 

Hearings were begun in Congress several years ago, and it was 
discovered that there was no short cut to the exceedingly important 
end that was desired by everyone; but it was very definitely desired 
that necessary legislation should be enacted in peace time and that, 
if some such step had been taken before our entrance into the World 
War, when the country was at peace, when the minds of men were 
operating naturally and logically, instead of under the enthusiasm 
and pressure of the moment, that our war debt would not have been 
anywhere near the size it is to-day. Undoubtedly, we should have 
the necessary laws on our statute hooks by which we can promptly 
act and get the most efficient service and the necessary man power 
and material and everything else that we need, and this, I believe, 
will do more toward making other nations avoid giving us the neces- 
ay going into war than anything else that perhaps can be de- 
vised. 

Now, about the time of the World War there was some question 
about the advisability of the Draft Act. I think that Act finally be- 
came the most po ular and it is universally conceded now that is 
the proper met od of procuring man power for use in the armed 
service. It therefore having been conceded almost universally, I 
think, that the principle of selective service, imposing equality of 
military duty, imposing equality of liability to make personal sac- 
rifices for the country in time of war upon all persons coming within 
the class described by the law is correct, it follows, it seems to me, 
as a necessary deduction that equality of duty and of burden in like 
manner does rest and must rest on the owners of the material re- 
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sources of the Nation, first, because the man who by reason of being 
too young or too old or too frail to bear arms is not, therefore, 
selected and sent to the front. is by no means exempted from duty 
to the Government in time of war. His duty to do all that is in his 
power remains the same. In the next place it is now conceded that 
warfare is not a mere matter for the armies, but it concerns the whole 
civilian population and concerns the Government itself and all our 
resources. As between the citizens of this country. predicated upon 
equality of duty and equality of service and sacrifice in whatever 
form the country needs such service and sacrifice, justice demands 
that the physical resources, the industries, the finances of the country 
shall be invoked to make their contribution to the success of the war 
while it is in progress. 

Now, in a spirit of fairness expressed in the fifth amendment to 
the Constitution that “ private property shall not be taken for public 
use without just compensation,” in the spimt of democratic justice 
and republican equality, it is intended that the money that is com- 
pulsorily exacted to pay for war supphes shall be collected, as are 
taxes, according to the abilities of the taxpayers and the propor- 
tionate benefits derived or to be derived from or loss and damage to 
be averted by war. By compulsory draft, conscription, comman- 
deering, or taking of arms, ammunition, food, clothing, and so forth, 
it 1s not intended that they shall be taken without compensation. 
As all citizens would not possess and, therefore, all could not con- 
tribute, in proportion to respective ability, arms, ammunition, food, 
clothing, and so forth, to support the armies, therefore we believe it 
is fair that for this property, outside of the constitutional question 
and the money or anything else that is taken, the owners thereof 
should receive compensation. 

Now it is, of course. contrary to the spirit of democracy that some 
should profit while others sacrifice, and the now universally accepted 
proposition of the obligation of all citizens to render in time of war 
any service of any sort anywhere, according to their abilities and 
capacities, is the same principle that should be applied to the eco- 
nomic and material resources of the country. The entire man power 
of the country, without stint or limitation, must be subjected to the 
call of the country for military or industrial service, without dis- 
tinction as to wage paid for similar classes of effort. There must 
be no exemption under the basic law. All of the material resources 
of the Nation must similarly be subject to the call of the Nation 
without stint. Production must be continued as in peace time and 
at peace prices. Those who will not work industrially must be made 
to fight: those who can not fight must do the highest class of indus- 
trial labor for which they are fitted. Interest rates on money must 
be maintained at their normal levels, and neither capital nor labor 
should be permitted to receive more than its normal return by way 
of increment on the investment they may have. 

Following every war, there has always been an effort made in the 
direction in which this commission now is progressing. After the 
Revolutionary War, some very pertinent and caustic remarks were 
made by President Washington, and at the time of the Civil War 
the House of Representatives appointed a commission to study this 
question; but after a good many hearings and resolutions, and some 
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speeches, nothing was ever done. So much for the fairness of some 
legislation along the lines suggested. l 

ow, the question is, what can this Commission do—how can you 
accomplish anything? Legislation should be recommended which 
should provide for the immediate mobilization of the resources of 
our Nation. That would mean the mobilization of men, money, 
materials, and food; the fixing of all prices, which means the fixin 
of the prices of labor also, and the regulation and distribution o 
production. The military authorities should put into effect the 
draft of the entire population, from which the required number of 
men should be drawn, and place the necessary orders for equipment 
and material. Prices of materials, commodities, and, in fact, all 
things, should be declared fixed as of a definite date, and it should 
be illegal either to buy or sell at a different price. 

The machinery to make this effective could immediately be set up 
as was done during the World War through State councils of de- 
fense. A price-fixing committee should immediately be set up to 
function wherever and whenever necessary. We do not want to 
draft capital and we do not want to draft labor, but we want abso- 
lute control over both by the Government. We want this control 
right at the beginning of any war that we might have; we do not 
want the control over labor, for instance, to take place after the 
shipyards have raised the pay of their men from $1.50 a day to 
$14 a day, or whatever it was. We want that control exercised at 
the start, so that the men who have to go into the armed service 
shall not pay a greater percentage of their income for the actual 
necessities of life than those who will remain behind and serve 
our Nation in the ways of industry. 

During the early days of the World War, due to delays caused by 
the groping after what we ought to do, the dollar depreciated in 
purchasıng value and the cost of living went up materially. Under 
proper legislation money should be mobilized the same as men and 
materials, because the price would be fixed at which money could 
and should be used; but the money would be allocated for the purpose 
of winning the war, the same as in the case of men and materials. 
This would prevent any rise in prices and would prevent any com- 
petitive bidding for labor. The excess proportion of the profit made 
in industry and internal revenue would go to the prosecution of the 
war. Thus you would not only take the profit out of war, but make 
profit impossible by taking practically all in taxes for war purposes, 
and you would place all of the resources of the country at the com- 
mand of the war-making agency. If an organization, such as we were 
approaching at the end of the war, had been put into effect at the 
beginning, the cost of the war, of course, would not have been any- 
thing like what it was. 

An industrial strategist at the head of the War Supplies Board 
should organize each industry by a committee from its own ranks, 
headed by a Government director. This Government director should 
have associated with him representatives of each of the departments 
of the Government interested in obtaining products of this industry. 
The railroads, of course, should be under the control of this board. 
This strategist, when the various matters would be placed before 
him, would declare by a system of priorities where the men and 
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materials should be used. There would be a stimulation of production 
by putting more men, more money, and more transportation in the 
production of essentials and cutting off the demands by denying the 
use of men, money, materials, and transportation to industries not 
engaged in war work. 

With a universal draft law, there will be no people in this country 
who can profit because we went into the war; there will be no one 
in this country who will seek to draw this country into war in order 
that he may personally profit thereby. This is primarily a peace 
measure. On the other hand, no nation in the world would care to 
lock horns with America if it were known ahead of time that 
America, if forced into war, would go into it with every dollar, with 
every machine, and with every man, woman, and child. 

The American Legion is not a militaristic organization. It is a 
militant peace organization and is truly working for the peace of the 
world and, we believe, for the best interests of our own country. We 
have experienced war; we represent those who have borne the brunt 
in the greatest conflict in which our country was ever engaged; and 
we resent the possibility that slackers will be exempt and that mate- 
rial resources, industrial organizations, and service should not be 
placed immediately under the control of the National Government. 
A universal draft law would be the greatest preparedness measure 
in the history of the world. The United States is the world’s largest 
and most powerful Nation, yet it is not prepared to defend itself. 
Major wars are no longer fought by armies alone; they are contests 
between nations in which the entire resources and facilities at the 
command of each are employed to their fullest extent. As the 
mightiest industrial Nation and the greatest reservoir of raw ma- 
terials, the United States, if properly organized, could produce more 
war supplies than any other country on the globe and, under a uni- 
versal draft law, would be able to start this necessary production 
Immediately. 

Let me say again that the men who fought in the World War 
favor this universal draft as a peace measure, as a preparedness 
measure, and as a measure containing the elements of justice to the 
three great partners in a war effort—the soldiers, capital, and labor. 
Capital must play its part. The financing of a war is an intricate 
and delicate operation. We can not literally draft capital, but we 
can direct its use for war endeavor. Prices will not rise unduly so 
as to necessitate greatly increased wages if capital is controlled, and 
the country will be free to exert itself to its maximum war effort. 

Now, Public Resolution No. 98, under which you are proceeding, 
provides that vou shall not consider and shall not report upon the 
conscription of labor. It is the fall or rise in the price of commodi- 
ties that starts labor difficulties, just as it starts difficulties with cap- 
ital. It has been pointed out that there is an inevitable rise in prices 
in time of war, caused by inflation, increased consumption, reckless 
buying, and so forth; so that everything possible must be done to 
prevent rise in prices and hence unrest in labor and increased cost of 

roduction. That drastic control over all the essential elements of 
industry is necessary in war was proven in this country and all others 
engaged in the World War. This control, to be effective, must be 
exercised promptly. In order that our resources may be used to 
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suppor our combatant forces and supply the essential needs of our 
civilian population, it is vital that there should be a control over 
prices that affect the cost of war materials and especially over prices 
that affect the living expenses of our people. 

' The resolution also provides that you study and consider an amend- 
ment to the Constitution of the United States to provide that private 
property may be taken by Congress for public use without profit 
during war. The question as to the necessity for amending the Con- 
stitution was brought up several times during the hearings on this 
legislation, I believe, and Secretary Wilbur stated he thought it was 
a question of constitutional law. I might suggest that that is one 
of the questions I wanted to brief a little bit more carefully than 
I have here. I happen to be a lawyer by profession, and I know that 
there are some very experienced constitutional lawyers on this com- 
mission, but I can not see where we have any very difficult constitu- 
tional legal question here. The Congress is given the power to lay 
taxes, duties, imposts, and excises to provide for the common defense; 
also the power to declare war and to raise and support armies, and to 
provide and maintain a navy, and to make all other laws which shall 
be necessary and proper for the carrying into execution of the fore- 
going powers and all other powers vested by this Constitution in the 
Government of the United States or in any department or officer 
thereof. Now, you will recall, I stated a few minutes ago it is our 
theory, when you take money, material, or supplies, that the owners 
of those materials, supplies, or money should be paid a fair profit 
or fair compensation. This is the premise upon which we are pro- 
ceeding on this constitutional question, of course. It will be observed 
that, coupled with the power to declare war, and therefore to conduct 
and carry on war, 1s not only the power to raise armies but to support 
armies, and not only the power to provide a navy but to maintain 
a navy. To support and maintain navies and armies requires not 
merely men but materials and supplies for sustenance and machinery 
and transportation facilities, and money with which to provide all 
these material things. 

The power to declare and carry on war by means of armies and 
navies is the exclusive province of the Federal Government. No 
such power is reserved to the States, except the power to appoint 
the officers of the State Militia and National Guard. Every other 
scrap of war-making prerogative of government vests exclusively in 
the Federal Government. Therefore, the Federal Government has 
all the power that any nation has with respect to the making and 
conduct of war. The power is absolute and unrestrained, except by 
the discretion of the Congress and the President of the United States. 
There is no constitutional limit set for its exercise. No part of that 
power is vested in any other government or department. 

A universal draft law, broad in language, should grant the essen- 
tial authority to control industry and stabilize prices. It should be 
enacted into law at once so as to be effective in the event we should 
ever again have war. : 

Now, I have in this paper remarks made by ex-Presidents Harding 
and Coolidge and the present President of the United States, Presi- 
dent Hoover, when he was a Secretary in the Cabinet, and they all 
have expressed themselves as in favor of the general principle of 
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the universal draft. I think the press, almost uniformly over the 
country, have advocated this general principle. 

In closing, let me say that it will not cost one cent to place the uni- 
versal draft law upon the statute books. If fortune should bless 
us and there be no more wars, its enactment will not affect the life 
of the Nation. But should war come we can then meet it as all 
thoughtful eae know it should be met, promptly and efficiently 
by a united Nation in arms, through equal service from all and 
special profit for none. ` 

Thank you very much. If there are any questions, I shall be 
pleased to try to answer them. 

Senator VANDENBERG. Commander, the expression “ universal 
draft ” is a symbol, I take it, rather than a system ? 

Mr. O’Nen. Yes. 

Senator VANDENBERG. Do we not, for instance, reach the same net 
result that we envision when we say “universal draft,” so far as 
profits in war are concernred, by establishing a system of drastic 
taxation which in itself can be made effectual in leveling absolutely 
the fiscal opportunities and advantages of war, without any con- 
even of property and without the need of any constitutional 
action 

Mr. O’New. I do not think you need any constitutional action in 
any event. Of course, I do not think “ universal draft” is a very 

ood name for any legislation that might be enacted. We used it 
ecause it has been a popular name. 

Senator VANDENBERG. That is it exactly. It is a symbol for the 
thing we are trying to get at? 

Mr. O’New. Yes. 

Senator VANDENBERG. You have said, for instance, you are not in 
favor of drafting labor as an actual fact. 

Mr. O'Nem. Just controlling it. 

Senator VANDENBERG. Controlling labor? 

Mr. O’Netu. Yes. 

Senator VANDENBERG. Furthermore, you have said you think labor 
is not dissatisfied in times of stress, providing it knows it is not 
exploited from above by profit takers? 

Tr. O’'Nem. Yes; quite true. 

Senator VANDENBERG. So, to begin with, if we demonetize the 

rofits of war by a tax system applicable to the conditions of war, 
Have we not laid the foundation, by taxation, to accomplish a great 
deal of the thing we are after? 

Mr. O'NermL. Yes; but I think, of course, you have got to go a 
little bit further than the ordinary taxes. 

Senator VANDENBERG. Oh, entirelv so. 

Mr. O’NetL. You have to take over industry and say, “You will 
be entitled to a certain profit.” The Government, in the time of 
the World War, took charge of the railroads. Of course, they later 
made that up a little bit; but, nevertheless, at that time they said, 
“You will get certain compensation.” Under the present National 
Defense Act, they can do that in case of munition plants and things 
like that. That 1s the same principle; that is what 1 believe in. 

Mr. McSwain. Commander, I was very much interested in one 
phase that you discussed, that has seldom ever been touched upon 
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by other commentators upon this subject. It has been popularly 
assumed that such an amendment to the Constitution has meant the 
legal taking of property without compensation in time of war and 
that such an amendment is necessary in order to accomplish the gen- 
eral idea and purpose which I think we all have in mind, however, 
difficult it is for us to define just what we have in mind. 

Mr. O’Nen. Yes. i 

Mr. McSwain. And I do think that the phrase “universal draft ” 
is perhaps misleading to the minds of many of us. 

Mr. O’New. Kind of like the bonus, when they talk of adjusted 
compensation. 

Mr. McSwain. When the commander himself spoke of every man, 
woman, and child to be thrown into the defense class, he, of course, 
was speaking figuratively; of course, he could not be speaking liter- 
ally, because we would not think of militarizing women, or mili- 
tarizing children; we only mean they should be loyal and patriotic 
employees—— | 

Mr. O’Net. In spirit. 

Mr. McSwain. Glad to cooperate in accomplishing the great na- 
tional objective of defense. 

Mr. O'Nen. Yes. 

Mr. McSwain. But now, with reference to the Fifth Amendment— 
and I am glad that the commander is a lawyer—we recognize that, 
unless that amendment should be repealed, 1t would be impossible, 
even in war, to take one man's property without paying him and 
leave another man's property untaken. if we do that, Commander, 
would not it result in intensifying and increasing the inequalities 
of war, rather than equalizing them, as is the general idea? 

Mr. O'NkriL. No; I think you could say to every man who has a 
bushel of wheat, “ We will pay you a certain profit on that bushel 
of wheat if the Government takes it.” 

Mr. McSwain. Yes; and if the Government takes his wheat, it 
should pay him for it? 

Mr. ONen. Oh, yes; and pay him a profit. 

Mr. McSwain. Let me illustrate; perhaps you did not catch my 
point from my general language. If Senator Vandenberg has a 
factory making steel and I have a factory making steel, and mine 
is so located that it is desirable for the Government to have mine 
and his is so located that it is not desirable for the Government to 
have his to carry on the war, and it took mine and did not pay me, 
and let him go on with his ordinary processes—— 

Mr. O'NriL. 1 get your point. 

Mr. McSwain. The result is I have contributed a disproportionate 
part to the conduct of the war; whereas he has not suffered any incon- 
venience at all. Now if they should take mine, they should pay 
me and, in order to pay me, tax him to get the money to pay me. 
Is not that the idea you have? | 

Mr. O'NexL. That is the general idea; yes. 

Mr. McSwain. That is the general idea. 

Mr. O'Nen. I think the point you raise there is, it is not fair to 
take yours and not to take hie 

Mr. McSwain. Yes; but you would not need to take everybody’s; 
that 1s, unless it were mandatory. 
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Mr. O’Ner. You need to take a certain per cent. 

Mr. McSwain. I mean to take the plant over. 

Mr. O’Nem. That is true. 

Mr. McSwain. We hear people say, “ Well, you take my life; you 
drive me to the battlefield; the enemy drives a bullet through my 
heart, or suffocates my life with poison gas. Now I have contributed 
all; why should not these men over here contribute their factory; 
why should not these men over here contribute their mines; why 
should not these men over here contribute their railroads,” and just 
dump the whole thing gratis into the public hopper. That is not 
your idea of what is necessary for the proper conduct of war, is 
it? 

Mr. O’NeEt. No; I have tried to use your very illustration, that if 
they took your property and do not take Senator Vandenberg's, of 
course, he will be taxed and you will be paid anything you would 
lose. 

Mr. McSwarn. Yes; and in that way you would equalize it. 

Mr. O'NeinL. You would have to do that. 

Mr. McSwain. So that the Fifth Amendment, instead of standing 
in the way of equalizing the burdens of war, is, in fact, a constitu- 
tional mandate compelling us to equalize the burdens of war 

Mr. O’Nett. Oh, yes. But the point I was trving to make is this: 
I think it is quite possible you would not take the whole factory 
over; you would take just a certain output of the factory. That 
might be. In that case, I think they should take a certain per cent 
of yours and a certain per cent of Senator Vandenbere’s factory; but 
if they took yours over absolutely, then I say here he should pay a 
sufficient amount of tax, and he will have to pay this in order to pay 
you for the profit you are losing, equal in per cent to his. 

Mr. McSwary. Of course, Mr. Chairman, I think the commander 
should be definitely assured that he has the full privilege not only 
of filing a brief but of revising whatever remarks he may make 
extemporaneously, after they shall have been stenographicallv taken 
down. It is customary in all congressional hearings that every wit- 
ness shall have an opportunity to revise his remarks. 

Secretary HurLey. Of course, what we want in the record are his 
best thoughts upon the subject; and we might say to him, also, in 
addition to the brief he has asked to file, if he wants to reappear at 
any time to make a further statement, we will always be glad to 
have it. 

Mr. O’New. Thank you, very much. 

Mr. CoLLIxs. The question of revising remarks will not permit a 
witness to change his answer from yes to no, and so on. 

Mr. O’New. I do not have any desire to change any answers. 

Mr. CoLLrxs. I am not speaking of you; I am speaking in 
general. 

Mr. O’Nem. The principal thought I have in mind is that when 
you come to a question of constitutional law, I want to be pretty 
careful that I state the legal principles accurately, and I have not 
had the time to look into the books, so to speak, although I feel pretty 
confident of the general theory of it. 

Secretary Doak. Mr. Commander, have you any particular 
method by which you would deal with the drafting of materials and 
supplies in a war emergency ? 
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Mr. O’Nen. Well, just as I have suggested here, that you must 
designate some governmental officer to supervise it and similar to 
the procedure that was followed during the time of the World War, 
when the States had different officers in charge of different indus- 
tries—coal, transportation, and so forth, at first. Now, some officer 
from the War Department probably should have general supervi- 
sion, and you should subdivide it in any general way that might be 
feasible and practical. 

Secreta OAK. Have you any fixed opinion about how to regu- 
late the prices of commodities ? 

Mr. O'NenL. Well, of course, it all depends on what the prices 
were, 1 should say, just before war was declared, and to keep them 
in line with that level as near as possible. 

Secretary Doak. I am asking these questions because, during the 
war 1 was on several commissions that attempted to go into the 
price-fixing question. 

Mr. O’Net. It is a serious question, all right. 

Secretary Doax. For instance, under the Food Control Act, as I 
remember it, they had a provision that it did not apply to retailers, 
and, as I remember, there was an amendment put in the Act which 
described the retailer as a man doing less than a hundred thousand 
dollars’ worth of business a year. 

Mr. O'Nen. Yes. 

Secretary Doak. In my judgment, that is the one thing that 
largely defeated the price-fixing plan during the war, and I was 
wondering if you had given any thought to that particular phase 
of the question and, if you have not and feel disposed to do so, I 
for one member of the Commission would appreciate very much if, 
in the revision and extension of your remarks, you would make some 
comment on that, if anything occurs to you. 

Mr. O’Nem. Yes; I would be glad to. I have not given that one 
point any particular thought, but I could see where it would be 
troublesome, naturally. 

Secretary Doax. Right on this question, having in mind that we 
attempted to fix the price of wheat and, unfortunately, 1 was a mem- 
ber of that notorious commission, have you any opinion as to the 
relative merits of that experiment compared with others in which 
a price was not fixed ? 

r. O’Nem. Well, you mean so far as general satisfaction was 
concerned ? 

Secretary Doak. Yes. | 

Mr. O’NrıL. I think a good many wheat farmers would like to 
have the price fixed again. I think, generally speaking, that was 
fairly satisfactory. That would be my opinion. 

Secretary Doak. Was it any more satisfactory than on those com- 
modities on which no effort was made to fix the price? 

Mr. O’Nem.. You mean from the popular standpoint? 

Secretary Doax. And from the general good, too. 

Mr. O’Nert. Well, I think from the general good it was; I do not 
know from the popular standpoint. As a matter of fact, I was not 
here at that time; I was overseas until long after that was over; 
but I think the general good of that particular price fixing was 
recognized—that it was for the general good. 
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Secretary Doak. My impression was that we reduced the whole- 
sale price of flour, but it never was reflected materially in the price 
of bread, and that is one reason for asking the question. And if 
we have to deal with this subject in a broad way, 1 think we should 
have all the information we can on that particular phase of the 
subject. 

N ow, you referred to taking the railroads over. The Government 
took the railroads over and operated them. I am wondering if you 
have any particular opinion as to the relative efficiency of the opera- 
tion of the railroads, compared with the efficiency of other industries 
not taken over by the Government? 

Mr. O’Nemw. Well, that is hearsay evidence only. Of course, I 
suppose it is not as feasible, from a practical standpoint, perhaps for 
the Government to take over the railroads and operate them eff- 
ciently as it would be for a private industry; but, in time of war, 
sometimes those things are necessary. That is why I made those 
remarks a moment ago, that in some industries or some plants I 
would not think it necessary for the Government to take them over; 
for others it might be. Again, I was not here when the railroads 
were operated by the Government. 

Secretary Doak. And again, I suppose you heard a good many 
comments ¢ 

Mr. O'Neu. I did, a good many. 

Secretary Doak. Pro and con. 

Mr. O’Netn. I happen to represent some railroads, and I might 
be prejudiced. 

ecretary Doax. Well, 1 happened to represent some railroad em- 
ployees—quite a number of them. 

Mr. O’New. I did not represent them then, but I do now. Of 
course, I have heard a lot of comment. 

Secretary Doan. The reason I am asking about this is to try to 
develop, if we can, the strength of your argument in favor of the 
universal draft of materials and industries. I have an entirely open 
mind on the subject, and we had that experience of where they took 
over this particular industry and did not take over others. 

Mr. O'NEIL. Yes. 

Secretary Doak. We are just really testing the theory to see as to 
the relatively efficiency of the plan. That is all I have in mind. 

Mr. O’New. I think if it is necessary for the Government to take 
over some particular industry that efficiency should not be the test 
at all. You might not do it as efficiently as a privately controlled 
corporation or ownership would do; but still it may be necessary. 
So I can not quite see why efficiency would necessarily be the guide 
in this matter. 

Secretary Doak. Well, if it is not for efficiency, then what is it? 

Mr. O'NerL. Universal service, so that every industry will bear its 
proportion, Now, the railroad proposition was a war necessity. It 
was not a question of the railroads getting too much compensation 
so much as it was necessary as a war measure for the Government 
to do it, as I understand it. 

Secretary Doax. Of course, the question of compensation was not 
involved at all, so far as the railroads were concerned. 

Mr. O'NerL. That is what I say. 

Secretary Doak. Because the commission fixed their charges. 


WAR POLICIES COMMISSION 19 


Mr. O’Nenm. That is what I say. It seems to me that might be a 
different question. 

Secretary Doax. But it is, though, is it not, a question of efficiency, 
of how we can best utilize the resources we have in an efficient way 
in the conduct of war ? 

Mr. O'NexL. In times of war you can not operate as economically 
and as efficiently in a good many lines of activity as you could in 
peace times, of course. That is obvious. 

Secretary Doak. Oh, yes; I realize that. Now, on the question of 
fixing prices, one of the troubles, I think, that we had during the 
last war was that wages and everything, prices in general, were con- 
siderably out of line immediately preceding our entry into the war. 
We may not have that situation again where other countries would 
be involved and then later we would become involved, but how soon 
would you start on the plan of fixing wages? 

Mr. O’Ner. Well, I did not go into that; I do not think this com- 
mission can go into that question. 

Secretary Doax. I do not see why they could not go into that par- 
ticular feature; but, on the question of the conscription of labor that 
is involved here, that is exempted. 

Mr. O’New. Yes: I imagine, under the wording of that resolution, 
that you could not take hold of labor in the way that you could take 
hold of industry. I think you should. 

Secretary Doak. I thought you made a reference to labor. 

Mr. O’Neru. I did; I said that was the theory of the Legion, but 
I questioned whether or not you were going into that and what I 
said was this, finally, that if the industries were put on a reasonable 
compensation basis, the prices of commodities would not be raised; 
D you would not get the complaint from labor that you had 

ore. 

Secretary Doax. Of course, then, I suppose that you, in fixing the 
price of commodities, would have that apply to the retailer, the same 
as you would to the wholesaler, would you not? 

Mr. O'Nerz. I think so; oh, yes. 

Secretary Doax. I agree with you that the prices of commodities 
have a great deal to do with the wage levels and the necessity of 
increasing or decreasing wages. I think, perhaps, that is about all 
I care to ask. 

Mr. Haptey. Commander, on the question of profits, you spoke 
of taking the profits out of war through the instrumentality of legis- 
lation of this character. Now, by that I assume you mean that up 
to a certain level we would have normal profits? 

Mr. O’NetL. Yes, sir. 

Mr. HapLeY. Even in war times, but above that level of profits 
they are war profits? 

Mr. O'Nen. Yes. 

Mr. HapLeY. Now, is it your thought that some measure should 
be determined by which the war profits would be cut off and normal 
profits retained ? 

Mr. O’Net. Yes. 

Mr. Hany. Would that be accomplished through some general 
standard, to be applicable generally, for the purpose of cutting off 
war profits and conserving normal profits, or would it have to be 
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done by the application of the principle to the specific cases, through 
some Government agency ? 

Mr. O’Netu. Oh, I think so; yes. 

Mr. Haptey. The latter? 

Mr. O'Nen. Yes. 

Mr. Haptey. That is all I care to ask. 

Mr. Corns. According to a letter here that we have from the 
Chief of Staff, it seems that the purpose of the War Department plan 
for industrial mobilization is to enable the President, in an emer- 
gency, to handle the whole economic and industrial situation through 
one agency. Of course, that covers, if the War Department plan a 
adopted, the whole field of economic and industrial endeavor and 
seems to be in line with your original statement, which gives a synop- 
sis of the Legion’s resolution ? 

Mr. O’Net. Yes. 

Mr. Coturns. Now, in the carrying out of the purposes of the 
Legion’s resolution, what would you suggest that this Commission 
recommend to Congress? 

Mr. O'NerL. Well, let me say this, that I am not an expert witness, 
on how this plan is to be worked out in many of the details. 

Mr. Cotitrns. Well, in a general way, then. 

Mr. O’Nem. Pardon me just a minute. I am here only to give 
you the ideas of the American Legion on what we think the result 
should be. Many of the questions asked me, of course, I have never 

iven any thought to. I only got this notice the other day and I 

ave had a good many other duties. We believe, generally, in the 
idea. I would say to this commission that, in line with the question 
regarding wholesalers and retailers, which is a very pertinent ques- 
tion, it seems to me that you should get some men with industrial and 
economic experience before you. and get their testimony—the men 
who are real experts in particular lines of activity. 

Mr. CoLLins. But passing a resolution of this nature, I assume 
the Legion had something definite in mind. 

Mr. O'NelL. Oh, yes. 

Mr. CoLLixs. Now, what I desire to find out from you is pre- 
cisely, what it is the Legion is advocating? What is it you are 
seeking to do? You have made a recommendation to the American 
people; now we want an analvsis of that recommendation specifically 
what it is and, since you are the commander of the American Legion 
and the spokesman of the Legion here to-day, we would like to know 
specifically what it is you want us to do? 

Mr. O’New. Well, I thought I was very specific. We want you, 
specifically, as far as you are able, to take the profits out of war. 

Mr. Corns. To take the profits out of war, and still you do not 
want us to modify or repeal the Section of the Constitution which 
guarantees property a return upon the investment. 

Mr. O’New. I was trying “to point out some way by which that 
could be done—how you could take the profits out of war without 
repealing that section of the Constitution. 

r. CoLLINS. You are a lawyer, are you not? 

Mr. O'NexnL. Yes, sir; I am. 

Mr. CoLLins. You know that section of the Constitution is just as 
valid in war times as it is in peace time? 

Mr. O’Netu. Absolutely. 
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Mr. Coxurns. And, as long as it is in the Constitution, you can not 
take the profits out of war. 

Mr. O"NezL. Oh, yes, you can. 

Mr. CoLLins. Well, how? 

Mr. O'Nexn. I beg your pardon; I mean in my opinion. 

Mr. COLLINS. How? 

Mr. O’Nen. I tried to explain it. But the way I endeavored to 
explain it, by which I thought you could avoid a constitutional 
amendment, although this Commission has authority to recommend 
a constitutional amendment— | 

Mr. Corus. I understand. 

Mr. O’New. But I tried to explain it in this way, that certain 
industries, for instance, that were being taken over by the Govern- 
ment, or parts of their products were being taken over, should be 
paid a fair compensation. That is all your Constitution provides. 

Mr. Couns. And what you regard as fair compensation, as I have 
understood your testimony, would be the same level of profits that 
obtain in peace time? 

Mr. O’Neru. Yes; generally speaking. 

Mr. CoLLiNs. And if one corporation should be making nothing 
to-day and another one should be making 100 per cent, you would pay 
them the same level of profits they are receiving in peace time? 

Mr. O'NexL. No; I said, generally speaking, a fair compensation. 

Mr. CoLLixs. Well, what I want to find out is what you mean by 
“same level of profits ”? 

Mr. O'NeiL. All right; let me illustrate: What is the railroad 
entitled to receive? 

Mr. CoLLiNs. That is what I want you to tell me. 

Mr. O'"NerL. Well, it is entitled to receive a fair return on its 
investment. That is what the law is now, irrespective of any uni- 
versal draft act. 

Mr. CoLLins. Well, some receive one amount and some receive 
another. 

Mr. O’Netu. Oh, no. 

Mr. CoLLiNs. Oh, yes. 

Mr. O"NerL. Not theoretically. 

Mr. ConLins. Do you mean theoretically? I mean actually. 

Mr. O’Nem. They are permitted to receive a maximum amount 
and that only—any railroad. We are getting a little bit off of the 
subject, because that is a public utility, but that is what they are 
entitled to receive on their investment—a fair return. No alea 
is entitled to receive more than that. Now, I think that should 
apply in case of war to all industries—some similar principle. 

r. CoLLiNs. Well, would you fix 6 per cent, 8 per cent, or 10 
per cent? 

Mr. O’Nezm. Well, taking the railroad for illustration again, a 

many courts have said 6 per cent is a fair return upon the 
investment. | 

Mr. Corns. Some public utility commissions have said a higher 
amount than that. 

Mr. O’Nem. Well, they have never said over 8 per cent. 

Mr. CoLLins. Well, what would you say? 

Mr. O’Nem. I would say probably 7 per cent was fair. 
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Mr. Cottins. And you would pay the industries 7 per cent? 

Mr. O’Nert. Generally speaking. 

Mr. Corliss. Now, who would determine that? 

Mr. O'NeiL. Why, the governmental machinery that is set up. 

Mr. Cotuins. The governmental machinery that is set up would 
determine it? 

Mr. O’Nem. The same as it now determines it for any public 
utility. 

Mr. Cotiins. And you would have all of these industries, mines, 
fields, and factories supervised by some agency, governmental agency, 
that would determine the amount of profits that they would receive ? 

Mr. O'NelL. Yes. 

Mr. CoLLixs. Well, now. what agency; where would vou put that 
agency—under the War Department, or the Navv Department? 

Mr. O'NerL. Why this is a mere matter of machinery. 

Mr. Coturns. I know it is. 

Mr. O'NerL. It seems to me it should come under the War Depart- 
ment, unless you establish a separate commission. 

Mr. Coins. Then you would have the War Department, if we 
take that one, supervising the profits that all of the industries, tields, 
factories, and so on, all over the country should receive. That would 
mean a general price-fixing agency, wouldn’t it? 

Mr. O’Net. Yes. 

Mr. Cottrxs. And that is what you favor? 

Mr. O'NrIL. Yes. 

Mr. CoLLins. And you do not necessarily favor an amendment to 
the Constitution ? 

Mr. O'NeEiL. Not necessarily. I might be wrong on my interpre- 
tation of the constitutional law; I stated that in the beginning. I 
will admit there is a question. 

Mr. CoLLins. In other words, vou would favor about the same 
agencies, the creation of about the same agencies, to handle the fields, 
the factories, and the mines, and the railroads, that we had during 
the last war? 

Mr. O'Neil. Along that general line as we had at the close of the 
last war. 

Mr. CoLLINs. That is what I sav; vou would bring into existence 
again those same agencies, through some sort of legal enactment ? 

Mr. O'NelL. Yes; generally speaking. 

Mr. CoLLiNs. Now, how would you deal with labor—about the 
same way it was dealt with at that time, or have you a different idea 
about that? And I am asking your own opinion now. 

Mr. O’Nert. My own opinion is this: I think that there should be 
some regulation of labor; that is my own personal opinion. It is a 
question of how far you can go under this resolution, perhaps. I 
did not give that any particular thought, but I assume if you can 
not conscript labor, you perhaps can not force them to serve at any 
particular price. I do not know about that, but I think if the 
Government, at the beginning of a war, if we should be so unfortunate 
as to have one, should immediately take charge of industries, take 
charge of factories, the fields, as you say, if necessary, that if we 
do that the prices would not mount as they did during the World 
War and we would not have any complaint from labor as to their 
wages. 
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Mr. Corns. Of course, that is an assumption ? 

Mr. O’Nen. Certainly. 

Mr. CoLLins. As to whether they would mount, or whether they 
would rise or not, is an assumption that would grow out of man 
things. One of the many things would be the agencies through which 
you would control this. 

Mr. O’Nem. And how effectively they worked. 

Mr. CoLLrNs. If you put the profits of certain concerns in their 
hands for the determination of the reasonableness of prices, and 
so on, of course, they would determine that one price was a reason- 
able price and I can hardly see how you can establish an agency to 
fix prices unless you put the settlement of that question into the 
hands of the Sen who are making the given articles, or producing 
the given articles. 

Mr. O'NeExL. Oh, that is not necessary at all. 

i a CoLLins. That was the way it was done during the last war, 
argely. 

Mr. O'N FIL. Then, to go back to my illustration of a public 
utility again—it certainly 1s not in this case—under the present law 
the Government says how much compensation a public utility should 
receive. 

Mr. Coins. Now, what would you do in peace times? 

Mr. O'Nenxz. Sit and wait; not a thing to do. 

Mr. Coins. You would not create any agency in peace times to 
take over these fields, and the factories, and the mines, and trans- 
portation companies, in the event of war or emergency ? 

Mr. O’Nem. Oh, yes; I would create the machinery for that 
agency. 

Mr. Coins. You would create the machinery ? 

Mr. O’Net. Yes. 

Mr. Coturs. In other words, you would train men now, in peace 
times, to take over industries in the event of a war? 

Mr. O'NriL. I would provide the machinery. 

Mr. CoLLixs. You would do that in peace times? 

Mr. O'Net. I would do it for two reasons 

Mr. CoLLrxs. I am not speaking about the reasons; I am just ask- 
ing whether you would do that ? 

Ir. O’Net. Yes. 

Mr. Corns. And then, when you did it, you would have a dual 
management, would you not? 

Mr. O’NEt. No. 

Mr. Corns. Why wouldn’t you? Would you put these particu- 
lar people in charge of the fields, and the factories, and mines? 

Mr. ON EIL. In peace times? 

Mr. CoLLins. No; the people you have trained in peace times to 
take over these agencies. 

Mr. O’Nem. It is not my idea to train any people; you mis- 
understood me. | 

Mr. Corns. I must have, because I understood you to say you 
would train men in peace times. 

Mr. O’Net. Oh, I never said anything of the kind, and you could 
not have understood that very well. 

Mr. CoLLINs. I must have misunderstood you. 

Mr. O’Nem. You must have. 
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Mr. Coturns. You would not train anybody in peace times? 

Mr. O'NexmL. I said I would provide the machinery in peace 
times. 

Mr. Corns. And you would not train any human beings in peace 
times to take over the industries ? 

Mr. O’Nert. Not from a governmental standpoint; no, sir. 

Mr. Cotirns. You would not train anybody, then, in peace times? 

Mr. O’NEtL. No, sir. 

Mr. CoLLins. And you think it would be a mistake to train any- 
body in peace times? 

Mr. Nel. No; it is never a mistake to train men in industrial 
activities. I think it would not be necessary for the Government 
to train them in anything. They are being trained all the time in a 
private way, of course. 

Mr. CoLLins. Otherwise, you would not have the Government 
train anybody to take over the industries in war time? 

Mr. O’NeEru. No; except this: If it was in the hands of the War 
Department, the War Department would know that they had that 
duty in time of war, in their own particular agency. 

Mr. Coins. But you would not arbitrarily say, “We are going 
to train a thousand men a year? ” 

Mr. O'NexL. Oh, no. 

Mr. CoLLiNs. Or 5,000 men a year? 

Mr. O’Nem. Oh, no. 

Mr. CoLLins. Or 100 men a year? 

Mr. O'Nen. Oh, no. 

Mr. Corns. You think that would be a waste of time? 

Mr. O'NerL. I say again it is never a waste of time to train any- 
body for anything, properly; but if you will let me explain, one 
moment, if the Secretary of War had that particular duty under 
some law that was enacted through the recommendation of your 
commission, then he would know, when war was declared, it would 
be his duty to set up the machinery in his own department and he 
could wok out plans, perhaps, for that machinery; but the only 
thing he would have to do is to keep in mind the suitable men to 
put in charge—civilians, of course. 

Mr. CoLLins. You would not take Army officers or induct people 
into the Army? 

Mr. O'NexnL. No. 

Mr. CoLLixs. For the purpose of putting them into factories and 
transportation companies, to learn how to manave such industries in 
time of war? You would not do that in peace times, would you? 

Mr. O’Ner. I would not: no. 

Mr. Criss. You would not? 

Mr. O'NerL. No. I do not think that is the intention of the reso- 
lution at all. 

Mr. CoLLrss. That is all. 

Mr. HoLapay. Commander, suppose the board that may be set 
up would decide that $10 was a reasonable price for an article which 
was absolutely necessary to carry on the war, and that article should 
be manufactured by concerns that were able to make some agreement 
between themselves as to what their business procedure would be 
and, after the Government has decided that $10 is a reasonable price, 
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by a combination and understanding between the manufacturers 
they would refuse to sell at $10. Then what would be your idea 
as to the next step the Government should take? 

Mr. O’Nem. Well I would say this: If it was an unlawful com- 
bination of some kind, legislation should be drafted to take care of 
any combination of that kind that was made. If the Government 
was mistaken, if they were mistaken as to what should be paid, they 
should correct it. 

Mr. Honapay. Well suppose the Government was not mistaken, 
that $10 would give a reasonable profit, and supposing the Govern- 
ment was not able to prove there was any unlawful combination, 
but that they should be confronted with the proposition that they 
could not buy at that price and still they believed that that price 
would give a reasonable profit ? 

Mr. O’Neiw. Well if the Government was not mistaken, if you 
go on that premise, then I think legislation should be enacted 
whereby the Government could take over the production of that par- 
ticular article. In time of war, you know it is a little bit different 
than in time of peace, of course. 

Mr. Horapay. Suppose one manufacturer should agree to sell to 
the Government at the price they fix and another manufacturer of 
the same article, finding that he could receive more in the open mar- 
ket, would sell his product, say, at $12 instead of $10, what would 
be your idea with reference either to prohibiting the sale at a price 
in advance of $10, by direct action, or indirectly by putting a tax 
on the man who sold above the price fixed by the Government ? 

Mr. O’Net.. 1 think that he should be prohibited by law from 
doing that. I think if vou fix the price of an article at a certain 
amount, it should be sold at that price. 

Mr. Hotapay. And your idea would be to prevent anyone from 
selling at a price in advance of that fixed by the Government ? 

Mr. O’Net. Yes. 

Mr. CoLLixs. What do you think about the cost-plus plan? Do 
you approve of that in war? ” 

Mr. O'Nexn. It all depends. I might have approved of it in the 
last war. 

Mr. Corns. I mean for this Commission to adopt? 

Mr. O'Nexn. I do not think you have that to contend with. If 
you can get legislation that permits the Government to take over 
supplies. of course every producer, every manufacturer, every con- 
tractor is entitled to a fair return. I think probably the Govern- 
ment could say, under the legislation, that the Commissioner, or 
whoever it might be, could say that concerns should manufacture 
certain things at a 6 or 7 per cent profit, or something like that. 

Mr. Corns. That is what I understood you had recommended; 
substantially, what is known as the cost-plus plan. 

Mr. O’Nerm Not necessarily. 

Mr. CoLLins. In your statement that you made previously, that 
would give them a reasonable return on their investment. 

Mr. O’Net. Oh, yes. 

Mr. Cotins. Well, that is about the same as the cost-plus plan. 

Mr. O’Nem. It is not far off in principle, of course. 

Mr. Coturns. That is what I thought. 
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_ Mr. O'NeiL. The trouble in cost plus, of course, is knowing just 
what the cost would be. 
Senator VANDENBERG. If $14-a-day labor ie into the cost, then 
cost plus is an exploitation, is it not, of the Government? 

Mr. O’NrıL. Yes. 

Mr. CoLLins. You really think the laborer was the greatest sinner 
of them all during the last war, don’t you? 

Mr. O’New. The greatest what? 

Mr. CoLLixs. The greatest sinner of them all during the last war? 
I say that is your idea, that the laborers were the principal sinners 
in the last war? 

Mr. O'NeiL. Oh, no; I do not think that at all. 

Mr. Corrs. I thought you had an idea he was. 

Mr. O'NemL. I do not know why you should think that. 

Mr. CoLLins. Well, it is generally thought, in some centers, that 
the laborer was the principal sinner in the last war and I was just 
wondering if you had that idea. 

Mr. O’Neit. I have never heard anybody make that suggestion 
before. 

Mr. McSwain. As I understood the commander, his thought was 
to the very contrary. He said that labor would not raise any com- 
plaint unless the cost of living had mounted beyond the basis of its 
present compensation and I desire to call the attention of the com- 
mander and of the Commission to the fact that statistics show that 
the total cost of commodities finally mounted to 283 per cent over 
the normal pre-war basis and that every time there was a mount in 
the price of commodities the rise in the wages of labor followed it 
rather than preceded it, and the wages of labor never did reach the 
average of 283 above the normal peace-time wage. So that if the 
prices of commodities were not only frozen by the statute, or by 
presidential order, but the mounting of prices was controlled by con- 
trolling priority orders in industry and by a noninflation system of 
financing the war, there would be no occasion for complaint, as the 
commander said, from labor. ` 

Mr. O'Ne1L. That is what I tried to convey; yes. 

Mr. McSwain. I caught your thought. That was about it, in 
substance. 

Mr. O’New. Yes. 

Secretary HurLeY. Mr. Commander, has the American Legion at 
any time suggested the militarization or the control of industry in 
time of peace? 

Mr. O"NexL. Oh, no. 

Secretary HurLeY. There is nothing in the suggestions you have 
made to the commission this morning that you would want to have 
considered as expressing that view by the Legion ? 

Mr. O'Ne1L. Certainly not; no. The only thing we suggest is that 
machinery be provided, if I can answer your question, for two rea- 
sons, which I started to mention a moment ago. In the first place, 
we believe if there is machinery of some kind set up which will 
provide for the conscripting of material, money, and so forth, then 
there will be a hesitancy of the part of some, you might say, unpa- 
triotic influences in this country to do anything that would bring 
about a war; they would hesitate more. In the next place, we believe 
if other countries knew we had, as I suggest in my testimony, all 
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these forces ready to go in as a unit at the beginning of war, there 
would be less chance, just like the principle of preparedness, of 
involving us in a war. 

Mr. CoLLiNs. And you think they would sit back and hold their 
arms and make no effort whatever to mobilize their own industries? 

Mr. O'Nem. No; I do not think that, because they have done it 
already. 

Secretary Doak. In dealing with fixing the prices for commodities, 
you intend to deal with them as a whole, rather than as individual 
concerns, do you not, just like rates are made for the railroads and 
utilities ? 

Mr. O’Netu. Oh, yes; you would have to, I should think. 

Secretary Doak. That is the way I understood it. I do not know 
whether everybody understood it the same way or not. You are 
dealing with levels, rather than individual concerns? 

Mr. O’Nem. Oh, you would have to, of course. 

Mr. Haprey. In amplification of your testimony on preparation, 
you recall, I presume, that at the close of the World War we were 
still a in the initiation or, at least, perfection of a war machine 
to meet the war necessities? 

Mr. O'Nerm. Yes. 

ae Haptey. And we had been some two years in getting to that 

oint 
Mr. O’Nem. Yes. 

Mr. HaDneY. Now, it is largely my purpose, your purpose, that 
of the Legion, if possible, to see legislation effected that would set 
up an available and potential machine. It would not be operative 
at all except in time of war, but would become immediately available 
for war purposes? 

Mr. O’NeEt. Yes, sir. 

Mr. Hap rey. In other words, that the country may be harnessed 
into war activities in a few weeks, instead of within a few months, 
or years? 

Mr. O'NexL. That is it exactly; yes, sir. 

Mr. Coturns. Just by the enactment of a law? 

Mr. O’Nert. You mean what he said? 

Mr. Corus. Yes. 

Mr. O'NexiL. Yes; it would help. It would not cover all of the 
preparation that it is necessary to make, but it would be one step, 
and it would be, we believe, a great step. 

Mr. Horapay. Commander, I ppor no one would suggest that 
the drafted man who goes to war for $30 a month is making any 
profit out of it. 

Mr. O'NexL. No. 

Mr. Horapay. What would you think about placing capital and 
industry on the same basis as the man who goes to the front—that is, 
to take out all profit during the continuance of the war? 

Mr. O’Nezrm. Well, you are prevented by the constitutional provi- 
sion there, that you can not take a man’s property without some 
compensation. 

Mr. HoLapay. Well, would you be in favor of a change in the Con- 
stitution that would permit that, if it is denied now—with which 
theory I do not agree, that it is denied, but supposing it is? 
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Mr. O’New. Well, it seems to me the better plan would be to pay 
un industry a certain per cent or a certain profit; then to tax it 
enough to pay for the men you are sending to the front. 

Mr. HoLabaY. Then tax him enough to tale the profit out of it? 

Mr. O’Neiw. You have to pay for those men who are fighting, you 
know, and by some equality of taxation 

Mr. HoLabay. If there is anything in the charge that is sometimes 
made, that certain industries advocate war for the selfish purpose 
of making profits, the nearer to zero that the profits are cut, the less 
would be the likelihood that they would urge war, if it is a fact that 
they sometimes do advocate war, would it not? 

Mr. O’Nem. That is the point I tried to make to Secretary Hurley 
a moment ago. You put it better than I did. Yes; that is true. 

Mr. CoLLins. In other words, your idea is that instead of taking 
the profits out of war, you ought to yield to industry in time of war 
a certain return on their investment. That is your idea, boiled down, 
as I see it? 

Mr. O’Nem. Yes. If we do not change this constitutional pro- 
vision, you have to do that. 

Mr. CoLLiNs. And you are not proposing an amendment to the 
Constitution ¢ 

Mr. O’NeEw. No; I want to limit that again by saying I am not 
really so certain of my opinion on the constitutional law, because I 
have not had a chance to give it the proper thought; but, if the 
law is as I think it is, I certainly would not propose a constitutional 
amendment. 

Mr. Cotuins. And in event of war, you think they ought to be paid 
up to 7 per cent? | 

Mr. O’Nem. That is a fair return; yes. If they do not get any 
more than that, it will help considerably. That is a maximum, you 
understand ? 

Senator VANDENBERG. You are talking about taking the exploita- 
tion profits out of war? 

Mr. O'NernL. That is what I am trying to do. 

Mr. McSwain. In other words, eliminating what is ordinarily 
called profiteering; that 1s, unreasonable and excessive profits? 

Mr. O'Nen. Yes. 

Mr. McSwarx. In connection with your study on that constitu- 
tional question, Commander, permit me to suggest that you recall the 
Constitution prohibits the taking of private property for a public use 
without just compensation ? 

Mr. O’Nem. Yes. 

Mr. McSwain. And it does not say that private profits shall not 
be taken without corresponding just compensation. 

Mr. O'NernL. Oh, no; that is taxation. 

Mr. McSwain. It only prohibits the taking of an article or com- 
modity, or a business itself and does not guarantee, along with the 
taking of the article, that profits shall be allowed also on the property 
which is taken? 

Mr. O’Nerzt. Oh, no. 

Mr. McSwain. What is the value of the property, of course, in any 
particular case is a judicial question. 

Mr. O'NezL. Oh, yes. 
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Mr. McSwarn. And I think you will find, in a bill of which I am 
the modest author, 1 propose setting up for war emergencies what I 
see fit to call “ courts of compensation,” special war-time courts, with 
qualified persons to fix the reasonable, fair, compensation for com- 
modities of any sort that may be taken, and not to leave that to the 
slow and complicated machinery of the ordinary existing courts. 

Mr. O'NEIL. Yes. 

Mr. McSwain. The Constitution does not say what sort of courts 
shall fix the just compensation; it only guarantees to the owner of 
property his day in some court and not necessarily the existing 
courts; because the Constitution gives Congress the power to set up 
innumerable courts of inferior jurisdiction. We are not limited to 
the existing judicial machinery at all, and I propose a special war- 
time judicial system with jurisdiction confined exclusively to the 
queen of ascertaining what is a reasonable compensation. I throw 
that out for your study in preparing your final brief. 

Mr. O’Neru. Of course, I think, Mr. Congressman, you must have 
some machinery of some kind for determining what compensation 
shall be allowed. That is necessary. I think your plan is quite 
practicable. 

Secretary HurLey. If there are no further questions, I would like 
to thank Commander O’Neil, on behalf of the Commission, for his 
statement of the attitude of the Legion upon this subject. 

Mr. O’Nem. Thank you very much, and I may say that I appre- 
ciate very much the courtesy that has been extended to me, and, 
while I am pretty full of this question and believe pretty thoroughl 
in the general idea, it is of course difficult to work out; but I think 
it can be worked out, although it is a big job for this Commission 
to do; there is no question about it. I thank you very much. 

Mr. HanLey. Let me say that I think the statement with regard 
to the extension of remarks and incorporating a brief was off the 
record. I am not certain the record shows the witness has that 
privilege; that was informal. 

Mr. ONen. I will ask now, on the record, that I have permission 
e file a brief and further memorandum on behalf of the American 

on. 
ecretary HurLey. That privilege is granted. 

Mr. O’Net. Thank you, sir. 

(The commission thereupon adjourned until to-morrow, Friday 
March 6,.1931, at 2 o’clock p. m.) 


Fripay, Marcu 6, 1931. 


The commission met at 2 o’clock p. m., March 6, 1931, in the minor- 
ity conference room, Senate Office Building, Washington, D. C., Hon. 
Patrick J. Hurley (chairman) presiding. 

Secretary HurLeY. I will introduce the first witness for to-day 
Hon. Bernard M. Baruch, of New York. In 1916, he was appointed 
by President Wilson as a member of the Advisory Commission of 
the Council of National Defense; occupied successively important 
positions in the governmental committees created to deal with raw 
materials, minerals, and metals until March 5, 1918, when he was 
appointed chairman of the War Industries Board, which position 
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he resigned on January 1, 1919. He was associated with the Ameri- 
can commission to negotiate peace, as a member of the committee 
drafting economic sections; was a member of the Supreme Economic 
Council and chairman of its raw materials division; American dele- 

ate on economics and reparations clauses; member of the President’s 
Conference for Capital and Labor, October, 1919; member of the 
President’s Agriculture Conference, January, 1922. For his public 
services, he was decorated by our own country, Belgium, France, and 
Italy, and since the World War has been an active and continuous 
supporter of industrial preparedness. 


STATEMENT OF HON. BERNARD M. BARUCH, NEW YORK 


Mr. Baruch. I thank you, Mr. Secretary. Mr. Secretary, the sub- 
ject is rather a wide one and a broad one. In order to save the time 
of the commission, I have had my remarks printed and have pre- 
sented to each member of the commission a copy of them, so that 
you can follow me in the reading. From time to time as I go ahead 
with my statement, I am sure a great many questions will arise in 
vour minds. May I ask if any questions do arise, that you make a 
note of them on your copy and let me finish first. Then I shall be 
glad to answer any questions that may occur to you or any individ- 
uals present. During the course of my statement, I may have to 
ask a substitute to help me read; because I have one of the prevalent 
colds that are so widespread just now, and it will either be Gen. Hugh 
Johnson, who was connected with the draft under General Crowder 
and who was really responsible for the smooth working of it and who 
afterwards was associated with me as a representative of the United 
States Army, or Mr. Herbert Bayard Swope, who was an assistant to 
the chairman during the war. 

I take it that we are of the common belief that war ought to be 
avoided if possible, but that we must plan in such a way that, if 
war comes, we shall meet the enemy with our maximum effective- 
ness, with the least possible injury and violence to our people, and 
in a manner which shall avoid inflation and waste. Our plans should 
eliminate war profiteering and they ought to provide that each 
man, thing, ed dollar shall bear its just proportion of the burden. 
They should be designed to avoid the prostrating economic and 
social aftermath of war and, finally, they should be laid with full 
recognition that modern war is a death grapple between peoples 
and economic systems rather than conflict of armies alone and to 
that end we should merit for industrial America something of what 
Field Marshal Von Hindenburg in his retrospect of the World War 
had to say of its efforts in 1918: 

Her brilliant, if pitiless, war industry had entered the service of patriotism 
and had not failed it. Under the compulsion of military necessity a ruthless 
autocracy was at work and rightly, even in this land at the portals of which 


the Statute of Liberty flashes its blinding light across the seas. They under- 
stood war. 


I. SCOPE OF INQUIRY AND FEASIBILITY OF ITS PURPOSE 
The principal requirements of your organic joint resolution are 


that you consider and report whether a constitutional amendment is 
necessary, (1) to authorize Congress to take private property for 
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public use during war; (2) to remove the profits of war; (3) to 
equalize the burdens of war; and (4) to consider and report policies 
to be pursued in war. 

The committee is not to consider conscription of labor. 

For purposes of discussion 1 venture to paraphrase the subject 
of inquiry thus: 

A plan to mobilize effectively the resources of the Nation for war which shall 
eliminate war profiteering, prevent war-time inflution, and equalize war-time 
burdens. 

I assume that, if a constitutional amendment is not necessary to 
this end, a recommendation of policies is nevertheless desired and 
also that such policies should provide for war profits at a lower rate 
than peace profits. 

Since there was never a war without inflation, profiteering, and 
unequal burdens, the resolution seems a large order, but it is with no 
hesitation that I can say from our own experience in the World War 
and from methods that were actually in practice here at its close 
that the ends sought are possible of attainment and that means to 
those ends are simple. This is neither dream nor theory. I shall 
recommend no principle that was not in actual practice and 
accomplishment in 1918. 


II. REQUIREMENTS OF MODERN WAR 


Prior to 1870 nations hazarded their existence in reliance on small 
fractions of their strength. In the Franco-Prussian War, Germany 
showed some dim conception of what she called the “nation in 
arms ” by which was meant that, in war, her entire resources of 
men, money, and things should suddenly become a compact instru- 
ment of destruction. The true intendment of this conception was 
fully grasped by none of the belligerents in 1914 and became clearly 
apparent only in the last months of the World War. 

What it really means is that in the next major conflict the entire 
opulation must suddenly cease to be a congeries of individuals, each 
ollowing a self-appointed course and become a vast unitary mech- 

anism composed, in our case, of some 125,000,000 corelated moving 
parts all working to the end of directing practically all our ma- 
terial resources to the single purpose of victory. Modern war 
requires that the full power of the Nation be exerted in the shortest 
possible time, not only to the violent beating down of the enemy by 
any destructive material force we can invent or use, but also to 
every process of slow and often insiduous economic strangulation and 
political isolation that we can devise and administer. 

The battlefield effort (while now only a part of what we shall 
be called upon to do) has become of itself a monstrous thing. Twen- 
tieth century means of transportation, communication, and supply 
have made possible—and therefore necessary—the massing of men 
in numbers never before deemed possible. The accelerating progress 
of science has created destructive forces which require for their 
use or for defense against them the products of practically the whole 
of industry in quantities many times those required for the uses of 
peace. Thus war requires that, at the very moment when productive 
effort is deprived of millions of men for military service, the coun- 
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try’s facilities for production must be speeded up to disgorge un- 
precedented volumes of supplies. Civilian morale becomes as im- 
portant as military morale, and it is necessary to make this cosmic 
change with the least practicable interference with the normal life 
of the Nation. Furthermore, the increasing dependence of each 
principal nation on uninterrupted contacts with practically all other 
nations entails the necessity-—for both offense and defense—of an 
economic strategy and an intense economic tactics which must include 
practically every other nation-—hostile or neutral—in its far-flung 
application. 

No such results as these are at all possible without a sanction, 
control, and leadership in industry sufficient to organize and deal 
with it as practically a single unitary system instead of a highly 
competitive community. Once this unity is attained, however, 
experience has shown beyond question that the mobilized industry 
of America is a weapon of offense or defense far more potent than 
anything the world has ever seen—more terrible, I AS than the 
mind of any man has ever imagined. 

War on this vast modern scale, has hitherto so violently disturbed 
the pattern of the normal economic structure of belligerent nations 
that, regardless of the side with which rests military victory, the 
aftermath of struggle prostrates both the conqueror and the con- 
quered. With these most serious considerations you must deal. They 
depend on principles which we seem loath even to talk fiat atch 
less to provide for. These principles, while generally conceded in a 
vague, uncomprehending way, are hardly understood at all. Yet 
they are of such sinister and overwhelming importance that the neg- 
lect of them is, in my opinion at least, one of the most threatening 
aspects of our governmental policy. From my experience I am con- 
vinced that it is quite possible to prepare, in peace, plans that will 
make the transition from peace industry to war industry with mini- 
mum disruption, to carry on the feverish industrial activity of war 
with the least possible harm to civilian morale, to accomplish all in 
the economic struggle that we shall ever need to accomplish and, 
even with all this, to lessen the destructive aftereffects of major 
conflict. It is for these reasons that I regard the work of this com- 
mission very seriously and that Tam much gratified to be able to lay 
before it the results of the experience of the War Industries Board 
in the World War. 


MI. PREVENTING WAR INFLATION 


The following sequence has attended every major conflict in 
history: 

(1) Shortages of services and things develop rapidly. 

(2) Competitive bidding among the procurement agencies of 
Government and, in the last war at least, other procurement agencies, 
and for the civil population send all prices into a rapidly ascending 
spiral. . 

(3) Expenses of government multiply. The abnormal need for 
money requires vast issues of certificates of governmental indebted- 
ness. The inherent threat of destruction of government impairs 
national credit. The combination of all these things rapidly de- 
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bases the exchange value of money thereby still further increasing 
the prices of things. The consequent destruction of buying power 
in the markets of the world begins almost immediately to impair 
the economic strength of the nation in the conflict. This sapping 
of economic strength will, in future wars, be the determining cause 
of defeat. As Ludendorf has so bitterly complained, his military 
front remained impregnable long after what he called “the home 
front” had crumbled. Destruction of civil morale defeated 
Germany. 

This process intensifies as time elapses with the following in- 
evitable results: 

(1) Destruction of domestic morale through a just and bitter re- 
sentment by soldiers, their families (and indeed by all persons 
of fixed income) at the spectacle of grotesquely exaggerated profits 
and income to those engaged in trade or in services for sale in com- 
petitive markets and the constantly increasing burden of bare ex- 
istence to all those who are not so engaged. This is the greatest 
source of complaint of “unequal burdens.” The present demands 
for “equalizing burdens” and “taking the profit out of war” 
both go back to this single phenomenon of war inflation. There is 
no more important problem to solve—whether we consider it purely 
as a means to maintain the solidarity and morale of our people, or as 
the basis of our economic strength for war purposes, or to avoid 
war's aftermath of economic prostration, or on the broader grounds 
of humanity and even-handed justice. 

(2) The inflationary process affords opportunity to individuals 
and corporations to reap profits so large as to raise the suggestion 
of complacency if not of actual hospitalitiy toward the idea of war. 
That any human being could be persuaded by prospect of personal 
gain, however magnificent, to invoke the horrors of modern war 
is almost unthinkable; nevertheless the certainty that war could 
never result in the enrichment of any man would give us all security 
and comfort. 

(3) Inflation enormously increases the cost of war and multiplies 
burdens on the backs of generations yet to come. The war debt 
of the nation is necessarily incurred in terms of debased dollar 
values. In the inevitable postwar deflation the debt, of course, 
remains at the inflated figure. Thus the bonds that our Government 
sold in the World War for 50-cent dollars must be paid through the 
years by taxes levied in 100-cent dollars. For example, our total 
war expenditure was $39,000,000,000 incurred in terms of 1917, 1918, 
1919, and 1920 dollars. In terms of the purchasing power of 1913 
dollars it would have been only $13,000,000,000, or in terms of 1930 
dollars probably not more than $15,000,000,000. Such a grotesque 
result would be almost unbelievable were the figures not living facts. 
If anying can be done to avoid this practical doubling of the eco- 
nomic burden of war, certainly we should spare no effort to ac- 
complish it. 

When we entered the World War, the frantic demands and unco- 
ordinated counterbidding of our future associates in war had already 
distorted our own price structure out of any semblance of its normal 
scheme. In other words, there was a robust inflation here before we 
ever entered the war. Furthermore, nearly 12 months elapsed after 
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our declaration before we had evolved controls and organization capa- 
ble of coordinating our own and our associates’ procurement activi- 
ties and of controlling price. Notwithstanding this delay and the 
dimness with which controlling principles were at first perceived, 
we did, in 1918, arrive at a method which checked the process of 
inflation in America and kept it in check until all controls were 
released in November, 1918. It is to this experience that I refer when 
I say that we have proved in practice a method to control inflation. 
That proof convinces me that it would also prevent inflation if applied 
at once upon the advent of war and before the inflationary process 
hegins. 

To measure inflation of price and profit we must have some norm. 
The obvious norm is the whole price structure as it existed on some 
antecedent date near to the declaration of war on which the normal 
operation of the natural law of supply and demand can be said to 
have controlled price. That determined, we need a method of freezing 
the whole price structure at that level. The obvious way to do this 
is simple—by proclamation to decree that every price in the whole 
national pattern as of that determined date shall be the maximum 
that may thenceforth be charged for anything—rents, wages, interest 
rates, commissions, fees—in short, the price for every item and service 
in commerce. 

In these few words reside the basic principle of war control of 
national industry and of the present suggestion for elimination of 
war inflation in America. The superficial objection is, “You propose 
to repeal the law of supply and demand.” We may as well take 
this bull by the horns. In modern war administrative control must 
replace the law of supply and demand. 

In the national pattern of peace, all economic forces are operating 
under the work-a-day influences of that natural law. Prices, pro- 
duction, and finance all are factors of competition—in other words, 
of that law. But in peace the various parts of what will eventually 
be the economic engine for war are neither coordinated nor subject 
to any single guiding control. Indeed, to prevent such combination 
and control is the basic effort of peace-time administration. “Compe- 
tition is the life of trade.” 

Suddenly war appears. The whole tempo, volume, and quality of 
the force of demand becomes distorted. Things that yesterday were 
of no great importance (e. g., toluol, picric acid, and sodium nitrate) 
suddenly become the aim of all endeavors. As to these, as well as 
to all other fundamental commodities, there is an almost instan- 
taneous shortage. Now, in peace-time shortage, the highest bidder 
takes all. That is the law of. supply and demand. In war—at least 
in major modern war—we can not permit this. The Government 
must assume control of the whole supply and ration and apportion 
it—not to the longest purse but to the most necessitous use. Further- 
more, the distinguishing characteristic of peace-time economic opera- 
tion is competition, and basic prices are largely determined thereby. 
Also it is literally the object of one great competitor to secure as 
ereat a proportion of all business as possible. Under war conditions 
the entire process is reversed, There is more business than all the 
facilities of the country can handle. Competitors must become co- 
operators in order to meet the very minimum demand for shortage 
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items. Control of this cooperation rests in government. Thus both 
because governmental determination (and not. price) controls de- 
mand, and because only complete cooperation (and not competition) 
can produce supply in sufficient quantity, the law of supply and 
demand adjourns itself, 

These principles apply to shortage items. The crystallized price 
structure is a schedule of maxima. Items in ample supply are left 
free to fall below the fixed price level. 

Furthermore, this provision, which places control of and re- 
sponsibility for supply of shortage items in the hands of Govern- 
ment by no means solves the shortage problem. Under the law of 
supply and demand rapidly increasing demand (and consequent 
rising price) is the force relied upon to provide increased supply. 
In war we can not wait for this and we can not stand the waste and 
confusion incident to it. We must use other means such as were 
very fully developed in 1918. By way of introduction let us name 
them: 

(1) Elimination of waste, loss, and unnecessary accumulation 
through frantic competition by all procurement. agencies, which 
elimination is achieved by a rigorous control and coordination of 
them and the funneling of all demand through one central control 
agency. : 

(2) Rationing and allocation of shortage items in order that more 
necessitous uses (such as equipment and supply of field armies) ma 
have priority in time with careful provision against undue hard- 
ship to the civil population. 

3) Conservation, by which is meant: Standardization of type and 
design ; elimination of any but necessitous uses; prevention of hoard- 
ing and accumulation; postponement of all deferrable uses thus in- 
creasing supply by sharply curtailing demand. 

(4) Substitution—by which is meant substitution of items of 
greater availability for shortage items. 

(5) Discovery of new sources of supply. 

The resiliency of a great people like ours—their capacity to “do 
without ” or adapt themselves to new conditions makes the poten- 
tiality of the above expedients very great. No one who has not seen 
these expedients in operation would be likely to imagine the vast 
quantities of essential commodities, power, storage space, transporta- 
tion, money, and labor which can be made available in this way. 
An explanatory word as to some of these expedients may be in 
order. Conservation 1s among the most effective of war-time ex- 
pedients. Multiplicity of type and design in almost every com- 
modity of commerce wastes a vast amount of component material. 
Had the war gone on another year our whole civil population would 
have gradually emerged (as wardrobes and inventories became ex- 
hausted) in cheap but serviceable uniform. Types of shoes were to 
be reduced to two or three. The manufacture of pleasure auto- 
mobiles was to cease. Flaps from pockets and unnecessary trim in 
clothing would have disappeared. Steel had already been taken out 
of women’s corsets. 

The conservation program was. of course. much broader than this. 
It affected practically the whole field of commodities. We had in- 
stituted a deferment of every type of building construction except 
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that indispensable to the prosecution of the war. We had gasless, 
meatless, sugarless, fuelless days and in ways and methods too 
numerous to mention, we were greatly increasing the supply for 
essential use by cutting off supply “for nonessentials. 

Yet, after all these things are done there will remain unavoidable 
necessity for adjusting the crystallized price structure upward in 
individual cases. We always have low-cost producers and high-cost 
producers. War requires all producers. This presents the most dif- 
ficult aspect of the problem: 

If we raise the price sufficiently high to pay a reasonable profit to 
the high-cost producer we will thereby create inordinately high 
profits to the low-cost producer. 

There are only two alternatives—create a system of bonuses to 
the latter class or limit, by an excess-profit tax, the return on 
invested capital to the former class. After exhaustive study during 
the war, the former method was considered impracticable and the 
latter was adopted. The most cogent objection to it is the great 
variety of accounting systems and the consequent confusion and 
opportunity to conceal profit. Due to the income tax and the increas- 
ing ownership by the public of the securities of great corporations 
accounting is now much simpler. Some of the difficulty still remains 
but it is a hindrance—not an insuperable obstable. 

Besides the necessity of revising some prices upward there will also 
be a variety of occasions for revising others downward. A method 
must be devised to adjust the initial frozen- -price pattern to the 
changing situation. 

We did this during the war bv a price fixing commission, which 
reported directly to the President, who passed final judgment and 
announced the price. There was nothing in the experience of that 
commission to suggest that a similar system would not be entirely 
effective in the future. 

The frozen pattern of price will also have to be protected against 
the situation in export trade. If. as is almost certain, the inflation- 
ary process is in operation in we ie of the world. means will 
have to be applied to prevent extravagant foreign prices from up- 
setting our domestic schedule. o in its world economic 
strategy, must have almost plenary control over foreign trade. We 
shall see the agency for such control purchasing for export at the 
controlled domestic price, selling in export at world price and using 
the profit to buy necessitous imports at inflated world prices and 
sell to domestic needs at the controlled schedule. 

Of course, the bases of the present suggestion is price fixing. The 
student of the economic history of war will say. * There is nothing 
new about this. Every nation with a debased currency has tried to 
Force exceptance of it at a fiat figure. None ever succeeded.” 

One did succeed. It was the price-fixing policy of the World War. 
The distinction between that and previous attempts was that, for 
price fixing in 1918, the whole of industry was mobilized and under 
control of government in a sense never even imagined in any other 
country or in any other war. This I shall later ‘lemonstrate. An- 
other distinction between all previous attempts with which I am 
familiar (including that of the World War) and the present sug- 
gestions is that what is here proposed is that we apply the organi- 
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zation and methods developed in 1918—not after rampant inflation 
has run away with our economic structure—but at the very outset. 
As illustrative of these distinctions, New York, in the Revolution 
(1 Cook’s New York Laws 1780, p. 210) enacted a law by which the 
profits of manufacturers, wages of mechanics and laborers, and the 
prices of a long hst of commodities were fixed at a figure “not to 
exceed twentyfold of the prices paid in 1774 ”—the latter date was 
taken as reflecting the normal operation of the law of supply and 
demand and the “tw. entvfold ” as measuring the debasement of the 
Continental currency. Here was an attempt to check inflation after 
it had occurred. The basic idea is the same as the one here suggested, 
except that we now propose to check inflation before it occurs. 
Similarly, in the 1917 food control act, profits in July, 1914, were 
set as the maxima for war-time profits of bales. The New York 
rice fixing was a failure. The food control act succeeded. Why? 
The former was a fiat with no adequate means of enforcing it. The 
latter was backed by the whole system of licensing, commandeering, 
and regulating powers slow] evolved by our war administration. 
A recreation of that administration at the very outset of another 
war would insure the success of the suggestions here advanced. 


IV. THE “ NATION IN ARMS ” 


Your resolution requires vou to recommend policies to be pursued 
in event of war. President Wilson once stated such a policy thus: 

The power against which we are arrayed has sought to impose its will upon 
the world by force. To this end it has increused armament until it has 
changed the face of war. In the sense in which we have been wont to think 
of armies there are no armies in this struggle. There are entire nations 
armed. Thus the men who remain to till the soil and man the factories are 
no less a part of the army that is France than the men beneath the battle 
flags. It must be so with us. It is not an army that we must shape and train 
for war; it is a nation. 


In specific terms what we seek is— 

(1) The adequate supply to our fighting forces of every item in 
the vast congeries and astonishing volume of things required for 
modern armies, navies, and air fleets, when they w ant it, where they 
want it, and in “the quantity they want it. 

(2) Provision to meet this tremendous additional task of our in- 
dustry without undue dislocation of its normal functions and with- 
out too rigorous deprivation of our civil population. 

(3) Maintenance of superiority of economic strength vis-a-vis 
the whole world to the end that we may not fail in the economic 
struggle which in modern war has become almost if not quite as 
vital as military conflict. 

(4) Avoidance of the economic and social aftermath of war. 

We have already lightly touched some of these subjects. Some 
repetition is necessary. I shall endeavor to keep it at a minimum. 

The first problem is how to mobilize our industry. 

Industrial mobilization requires: 

(1) The creation of a central control agency charged with the 
entire problem of industrial mobilization. It must (a) provide an 
immediate and effective organization of both supply and demand; 
(b) insure proper functioning of the interior control of each such 
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organization and constantly regulate them both: (e) bring them 
together, compose their differences and insure the uninterrupted flow 
of goods from one to the other. 


V. CENTRAL AGENCY TO CONTROL INDUSTRIAL MOBILIZATION 


It is impracticable to maintain in peace any such powerful agency 
as is necessary in war to administer the gigantic effort of national 
economic mobilization. We should prepare a complete plan for such 
an organization but even that must be in the broadest of terms. It 
is impossible to foresee the precise circumstance and requirements 
of any future war. Perhaps a skeleton organization might be pro- 
vided for—merely to insure the development of a personnel. The 
Congress has attempted to do this by making the Assistant Secre- 
tary of War responsible for making plans for industrial mobiliza- 
tion. Devoted work has been done in the War Department but there 
is some danger in this method. It is absolutely impracticable for 
the War Department to control industrial mobilization because (a) 
it is an economic problem requiring the ablest leadership in industry 
and utterly unsuited to military administration; (b) the central 
control agency must act as arbiter of conflicting demands—the great- 
est of which is that of the civilian population. No single competitor 
such as the War Department should be intrusted with such arbitra- 
tion: (ce) the job of the War Department is our armed forces. That 
is a big job. To pile on top of it the task of economic mobilization 
would insure the failure of both. 

There is an inevitable tendency in the War Department to forget 
these principles even in planning. Their function is to say what 
they want and when and where they want it. The job of industrial 
control is to see that they get it strictly on their specification. We 
must neither militarize industry nor industrialize the Army. While 
I do not advocate change in the present law, the facts Just stated 
should forever be borne in mind. 

These and other considerations are of equal force against any 
thought of calling upon any peace-time agency to assume this task. 
Our industry must at last analysis mobilize itself. What is required 
is leadership of a type that will persuade cooperation in every branch. 
This leadership must be backed by sanctions of far greater force 
than can or ought to be used in peace. It is a spontaneous sort of 
function utterly inappropriate to any imaginable form of bureau- 
cratic or ganization. 

The War Industries Board was slowly developed by a method of 
trial and error during the war. Its organization was as follows: 


(1) THE CHAIRMAN 


All the power of the War Industries Board and complete and un- 
divided responsibility for the performance of its tasks were vested 
in the chairman. 

The board was composed of the heads of its grand divisions plus a 
representative of the Army, the Navy, and Labor, a legal adviser, 
and, when necessary, the heads of other war administrations were 
called in—they were always in intimate contact through representa- 
tives on grand divisions of the board or otherwise. 
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This organization was created on the principle “ Committees for 
counsel—a single responsible head for action.” The board members 
had no vote. The object was to obtain their views, to discuss their 
problems in common council, and to coordinate their action. As a 
matter of practice there was never a lack of unanimity and the 
chairman never was called upon to overrule a member, This organic 
principle was carried down through every committee and commis- 
sion of the board. The chairman of each was individually and solely 
responsible and he had undivided authority. As some one has 
facetiously said this principle kept the board from being long and 
wooden. 

The very essence of the board's positive control of industry lay in 
three of its functions: 

(1) the determination of priorities, (2) its exclusive control over 
commandeering, and (3) power to fix the price of basic commodities. 


(2) PRIORITIES 


The Government, through the Railroad Administration, controlled 
transportation. Because of the power of Government to comman- 
deer supplies and facilities (in some small part definitely expressed 
by statute delegating some of it to the President and, in large and 
completely comprehensive part, generally known to reside in Con- 
gress) every producer in the country was aware that failure to coop- 
erate with the war measures of Government might, and very probably 
and propmtly would, result in the appropriation by Government of 
all that he had. These two sanctions enabled Government to obtain 
complete compliance by industry with the orders and regulations of 
the board. 

Practical regulation was achieved as follows: 

Principal shortages were in transportation, power, fuel, and basic 
raw materials. In general, the board prescribed that nothing of these 
and the other shortage items should be furnished bv a supplier to 
any manufacturer who did not have a so-called priority certificate. 
To obtain such a certificate of any grade, every manufacturer had, 
to make to the priority division of the board, a satisfactory showing 
that his proposed use of these materials was one determined by 
the board to Be essential to the winning of the war. 

The flexibility of this system was very great. Priorities could 
be granted to whole classes of industry or they could be restricted 
to only a few producers. Priorities were graded from those of the 
most urgent necessity to those only slightly preferred to normal 
uses. One of the essential conditions of the priority order was that 
the recipient must agree to abide by all governmental regulations on 
pain of forfeiture of his priority. 

The priority system proved effective beyond the hopes of its pro- 

onents. It affords a method of almost instantly marshalling the 
industries of the country and thereafter synchronizing and con- 
trolling their operation in a far more effective way than if the 
Government were in actual control and operation of any of them. 

The criterion of the priorities administration was that of relative 
essentiality. Its power to support essential industry and to curtail 
or cut off less essential uses was very great. By such curtailment or 


40 WAR POLICIES COMMISSION 


suppression, it released vast quantities of supplies, labor, transpor- 
tation, power, and money to necessitious uses. By the very com- 
plete conspectus of relative necd and available facilities and supplies 
which necessarily developed under its hands, the board was enabled 
to know very definitely the location. size, and emergeney of most 
of its major problems. By the utter dependence of both supply 
and demand on priorities, regulation and coordination of both was 
greatly facilitated. It rendered relatively simple that which (at 
first sight) seemed complex bevond hope of effective administra- 
tion. 

Other methods of control were used by other war administra- 
tions—the most usual being the licensing system typical of Food 
Administration practice. In this case the statute required a license 
by the Food Administration to certain classes of manufacturers 
and distributors of food and it was unlawful for these classes to 
do business without such license. Like priority orders, these licenses 
were granted only on condition that the recipient would abide by 
governmental regulation and were revocable on failure to comply 
with such conditions. 

This system accomplished the same ends as the priority system but 
I have always regarded the latter as the more flexible. 


(3) COM MAN DEERING 


The true basis of our control of industry was the latent (and 
In part expressed) power of Congress to commandeer, Portions of 
this power had been expressed in statutes and delegated either to 
the President or to other agencies. There was some initial con- 
fusion in the exercise of these delegated powers (or the threat of 
such exercise) by uncoordinated users of ıt. The President finally 
ordered that no commandeering order should issue without approval 
of the chairman of the War Industries Board. 

This provision is absolutely essential. The final essence of control 
of all industrial activity must be lodged in a single responsible pair 
of hands. It there be one single authority charged with (a) 
Determination of priority, (b) commandeering, (c) price fixing, 
then the details of the integration of various war administrations 
become of less importance and a great flexibility is permissible. 

Thus in 1918 we had nine major war administrations. Each of 
them reported separately to the President. Each was set up inde- 
pendently of the others. The War Industries Board administered 
everything not controlled by others. For example, one of its func- 
tions was control of the iron and steel industry. It is difficult to 
see why that industry should have been treated in a manner different 
from that used for the fuel industry. In strict theory, I suppose 
it could be said that proper coordination and control would have 
dictated the grouping of all these administrations into a single 
central control agency for war administration. 

As a matter of practice no conflict ever arose. I attribute this 
to the fact that in the War Industries Board was centered the es- 
sence of all control—commandeering, priority, and price fixing. All 
the administrations were in the hands of very capable men. Meth- 
ods did not differ greatly. The whole structure was synchronized 
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and coordinated by the fact that essential control in the three func- 
tions just named was centered in one place. 

The actual process of commandeering was simple. A comman- 
deering committee was set up in determine the question of just com- 

nsation. It was provided that every commandeering order should 
he signed by the chief of the priority division (representing the 
chairman of the board) and by the Army and Navy representatives 
on the board. 

In practice the power to commandeer was very rarely used. It 
remained in the background as the effective persuasive force which 
vitalized the whole program of regulation. 


(4) PRICE-FIXING COMMISSION 


The price-fixing commission included the chairman of the War 
Industries Board, the Fuel Administrator, the labor member of the 
board, a member of the Tariff Commission, representatives of the 
Army and the Navy, a representative of agriculture, and a chairman 
of the commission. 

In practice, prices were fixed by agreement. When a necessity 
arose to consider a price the expert staff of the Federal Trade Com- 
mission was called in to investigate costs. The particular branch 
of industry affected was represented either by the appropriate war 
service committee, hereinafter described, or otherwise as it should 
elect. Organized demand was represented by the appropriate com- 
modity committee of the board and the procurement officials di- 
rectly affected. The commission itself sat in a quasi judicial 
capacity. While doubtless the resulting “agreement” as to par- 
ticular price schedules was somewhat influenced by the latent con- 
trol of the board there has never been, to my knowledge, any charge 
that prices so determined were either discriminating or unfair to 
industry on the one hand, or burdensome and extravagant to the 
public interest on the other. Prices were fixed for stated periods 
and subject to revision on hearings. 

The President finally passed upon the agreed price and announced 
it to the public. . 

With the whole price schedule crystallized at the outset, as is 
here suggested, the function of the commission would come into play 
only when necessity appeared for changes in the fixed maximum 
prices. Price control would be much simplified. 


(5) COMMODITY COMMITTEES 


Industrial production falls into two natural classifications—raw 
material and finished products. The board had a division for each. 
The head of each division had under him a group of so-called com- 
modity committees—one for each principal grouping of commodi- 
ties. There were in all 60 of such committees. In the raw mate- 
rials division, for instance. there was one committee for iron and 
steel, one for each copper, zinc, and brass, one for each of the ferro 
alloys, one for each principal metal and chemical and so forth 
throughout the whole list of raw materials. Under the commis- 
sioner Of finished products there were similar committees for finished 
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goods, as, for example, one for each; machine tools, cranes, chains, 
boots and shoes, cotton goods, and so forth throughout the whole 
list of products. 

Each committee was composed of a chairman expert in the subject 
assigned to 1t but divorced from financial interest in any company 
within it. Representatives of each procurement agency were mem- 
bers and also such assistants as the chairman or chief might choose. 

The method of functioning of these committees is more fully de- 
scribed under the heading of * Organization of demand.” Briefly, to 
each of them was assigned responsibility for supervision of both 
organized supply and organized demand in the subject assigned to 
it. They studied requirements, investigated sources of supply, sug- 
gested conservation, priority, curtailment and price schedules, worked 
out means to increase supply or render it more available, brought 
supply and demand into contact, allocated facilities, regulated prices 
In contracts and were responsible for delays in productions due to 
failure of transportation, power and fuel, raw material or labor 
supply. Most problems were settled by conference between those 
affected but, where something more was needed, each committee was 
merely auxiliary to the grand divisions of the board and, at the call 
of the chairman of the committee, the whole vast power of the board 
was Instantly available to him. The commodity committees were 
thus the working points of the grand divisions of the board, just as 
those grand divisions constituted the support and sanction of the 
commodity committees. 

Opposite to ench commodity committee of the board was a war 
service committee—more fully described under the heading “ Organi- 
zation of supply.” These committees were the “war overhead ” of 
each branch of organized industry—which branches fell into the 
same classifications as the commodity committees of the board. They 
were usually composed of the leaders in the branch of industry to 
which each pertained. While the war service committees were purely 
voluntary on the part of each industry, no industry could afford to 
neglect their formation since they were the most efficient if not the 
sole method of organized representation at the seat of power and were 
thus quite as necessary to industry as to government. 

Thus with organized demand classified and represented by mem- 
bership on each commodity committee of the board and oreanized 
supply classified and represented by a war service committee in daily 
contact with the board, and with the powerful and searching power 
of the grand divisions of the board behind each commodity commit- 
tee—control of both supply and demand were systematized, suflicient, 
and complete. 


(6) CONSERVATION 


The function and effects of conservation have been sufficiently de- 
scribed. The organization consisted in another division of the board 
which surveyed the whole field of possibilities and instituted the 
studies that were necessary to arrive at decisions. The projects thus 
instituted as policies were perfected and executed through the com- 
modity committees, which were able to move systematically on a 
broad front through the whole of organized industry and bring mat- 
ters to conclusions with a rapidity not possible in peace-time admin- 
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istration. Here, also, regulation once promulgated had the whole 
power of the board behind it and was invariably effective. 


(7) NEW SOURCES OF SUPPLY AND SUBSTITUTION OF USES 


Enough has been said in description of the commodity committees 
and the grand divisions of the board to make clear, with a word, its 
other principal functions. 

Whenever shortages developed in any item there was immediately 
instituted a searching study of substitution and new sources. These 
studies were carried out simultaneously through the whole fabric of 
industry by the commodity committees. When such study indicated 
new foreign sources, the power of the board in the field of interna- 
tional economic strategy was immediately called into play. Some of 
the incidents of this administration were almost romantic. We with- 
held Swedish iron from the Central Powers by buying it ourselves, 
persuaded Chile to disgorge nitrates by the discovery that her gold 
reserve was sequestrated in a Berlin bank, cajoled from Spain the 
mules she had refused us by dangling before her a supply of ammo- 
nium phosphate for which she was starving, procured jute at a rea- 
sonable price by threatening to cease the withdrawal of silver dollars 
from our monetary circulation which we had done to stabilize Indian 
currency, etc., etc. It was a varied control and we were enabled to 
exercise it solely because of the perfection of economic organization 
which was erected on the principles here advocated. 


(8) INDUSTRIAL CONTROL OUTSIDE THE BOARD 


There were nine war administrations outside the war industries 
board. They will be discussed here only as their functions contribute 
to the principles of economic administration here considered. 

(a) The control of money.—Money was controlled on exactly the 
theories here described for the control of other commodities. 

A capital issues committee was constituted and the sale of all se- 
curities in our money market was practically prohibited without the 
approval of this committee. Such approval was given only when the 
purpose of the issue was for an effort or enterprise contributory to 
victory and consonant with the policies here outlined. 

A War Finance Corporation was created to provide Federal financial 
assistance to essential enterprises. A moment's reflection will reveal 
the universal principle of the present suggestions at work here. The 
short supply was ane rationed and allocated to essential uses. 
Priority was being given such uses. Conservation was being practiced 
bv interdicting the use of money for nonessential uses. When these 
other means were insufficient additional supply was provided by the 
War Finance Corporation. The net effect is to: 

(1) Increase the available supply of money. 

(2) Prevent inflation by inhibition of competing, conflicting, and 
wasteful uses. 

(3) Add strength and flexibility to our whole fiscal structure. 

What is the use of vain talk of drafting dollars when dollars can 
be made to serve every purpose of government by the regulation of 
their use? 
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This fiscal administration was carried on in such close relation with 
the administration of the board and in such complete accord with, 
and support of, its policies that it might as well be considered as 
having been a part of the board organization. 

(b) Thecontrol of man power.—To the extent that the interdiction 

or curtailment of less essential enterprises and the whole priority and 
conservation programs of the board affected the supplv of labor, 
that supply was in control of the board. But the great central 
administration of man power was (under the selective service law) 
in the hands of the provost marshal general. 
- The selective service law classified most of the able-bodied men 
of the Nation in the inverse order of their necessity to industry and 
agriculture and then made those in the advanced classes Hable to 
selection for military service. It left key men in industry untouched 
but it made great inroads into the available supply of industrial 
labor. 

In practice the provost marshal general kept in close touch with the 
board. He placed in deferred classes those groups of men who were 
employed in important Cs in industries determined by the 
board to be essential. Before planning particular drafts he consulted 
with the board to determine where to get them. 

But there was in the selective service law a provision profoundly 
alfecting the labor supply which was not utilized until the spring of 
1918, when it first saw the light of day as the famous “ Work or 
fight ” order. 

Even in the classes under the draft which were otherwise available 
for de service there were hundreds of thousands of able-bodied 
men who, by reason of their domestic relations or of late numbers 
in the list prescribing the order of call, were deferred temporarily 
or completely. The work or fight order merely said to these men— 

No matter what the grounds for your deferment may be, unless vou are 
faithfully, continuously, and usefully employed in a capacity and for an euter- 
prise determined by the Government to be essential to the prosecution of the 
war your deferment will be canceled and you will immediately be called for 
service with the colors. 

I note that the joint resolution prohibits any consideration of the 
conscription of labor. We have heard a good deal of a slogan: 
“Draft every dollar, every thing, and every man.” The attempt to 
draft labor is as impossible and dangerous as the attempt to draft 
dollars. It has been attempted several times in a small way in the 
war history of the country, and it has never succeeded. Fortunately, 
no informed and responsible authority ever advocated anv general 
draft of labor. The ill-considered argument that has been ad- 
vanced is: 

If the Nation goes to war as a unit—if the men who remain in industry 
are as much a part of the national war team as the men who march with the 
colors, Why sheuld not the same principles apply at least to both of these 
cases? Why should men in industry, in whatever capacity, be rewarded by 
inflated war wages which they may accept or decline in their own discretion? 
Why should they not be drafted on exactly the same principle as soldiers? 

That they should be inordinately rewarded is unnecessary, wrong, 
and—under the plan here suggested—easily avoidable, but not by 
‘drafting men to work for other men. A soldier serves the Nation 


—— 4 


WAR POLICIES COMMISSION 45 


directly. There is but one master in the case, and that master is 
America. He serves to profit no one but the country as a whole. 
There is no distinction between him and his comrades. He enters an 
immemorial status. His entry is not contractual. He is clothed, 
fed, housed, and attended. 

As long as our present industrial organization maintains, industry 
is in the hands of millions of private employers. It is operated for 
profit to them. The si aes, therefore serves in private industry 
operating for gain. Enforced and involuntary service for a private 
master is and has been clearly and repeatedly defined by our Su- 
preme Court as slavery inhibited by the thirteenth amendment to the 
Constitution of the United States. 

If anv such provision were made it might be used to break a 
perfectly justifiable strike and so at one sweep destroy all the social 
advance of our labor system in the last century. 

All this does not say, however, that men not under military disci- 
pline are free agents in war. The Government can not say, “ Work 
here, work there.” or “Work for Mr. A.” But it can say—as it did 
say in 1918: “Work or fight!” That principle was barely invoked, 
but it was and is capable of immense expansion. The Government 
can specify classes of employment for which, in emergency, women, 
men without the draft age limits, and men not fully capacitated for 
military service are sufficient. It can specify whole classes of employ- 
ment which are not considered essential at all and, as we have seen, 
can say, “Every man not in military service—whatever may be his 
domestic or other circumstance warranting deferment or exemption— 
must be usefully and faithfully employed in an occupation essential 
to the military purposes of the Nation.” It can go much further. 
It can say that if a man be called and found unfit for military 
service but fit for other work in the essential lists, he must so employ 
himself or be cut off from rations. transportation, fuel, and supplies. 
Also, in the organization of the Nation. here considered, there is the 
force of public opinion more potent than any governmental com- 
pulsion. If our organization for the next war proceeds from the 
lessons learned in 1918, our man power will be so classified and 
organized that no man can shirk and show his face among his fellows. 

The draft of men for industrial employment is not only impossible. 
It is wholly unnecessary. The work or fight method is a better way. 
It is compatible with our institutions and far more effective than any 
chain-gang or impressment that could be invented. 

There is no doubt that in any future major emergency there must 
be just such a control of human effort as has here been suggested. 
The productive effort of war must be very much greater than the 
productive effort of peace, and it must be made at a time when the 
very cream of the country’s physical man power is being withdrawn 
by millions from productive effort. Such vast demands can be met 
only if everybody goes to work. 

Labor policy and industrial disputes were also under a separate 
war labor policies board, but a close integration through the labor 
member of the board prevented any conflict in this respect. 

(c) War Trade Board.—Complete control of exports and im- 
ports—indeed of all war trade is an absolute necessity to the success 
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of the plan developed in this memorandum. It has a profound effect 
on the world-wide economic strategy to which I have hitherto ad- 
verted. During the World War it was handled by a separate admin- 
istration called the war trade board, but as with the other such 
functions Just described) it was all done in such close contact with 
the work of the board that there was no conflict or lost motion 
whatever. 

The only point to emphasize in respect of this and the other war 
administrations mentioned below is that each is a necessary part of 
the perfected whole of war organization which is so necessary to 
make this country the very powerful unit which I have tried to 
picture here. As I have said, centralization of the essence of war 
powers—1. e., commandeering. price fixing, and priority—in_ the 
hands of one agency will synchronize and coordinate the efforts of 
all others, whether they be formally attached to it or not. 

The other necessary war administrations were: Food, fuel, ship- 
ping, and railroads. Enough has been said of the functions of each 
to make the entire picture clear without further repetition. 

So much for the organization of the central control agency—call 
it industrial strategy “board, war industries board, administration 
of resources, or what you will. Briefly to rec apitulate it consists of: 

I. A chairman in whom is vested complete and final authority 
and responsibility, subject to appeal to the President. 

II. The following divisions: 

(a) Priority (to ‘determine preference of all uses). 

(b) Commuandeering (to enforce all regulations). 

(e) Price fixing (to make or adjust price schedules). 

(7) Conservation (to regulate, prohibit, or substitute uses and to 
discover new sources of su pply). 

(e) Commodity committees or sections. (These are in two groups 
under a raw materials and a finished products division. Each is a 
miniature war industries board for each one of the separate branches 
into which industry naturally divides itself. They are the working 
points of the board and are supported by all the powers of the 
board.) 

III. Other war administrations in close contact with the board. 

(a) Food. (b) Fuel, (e) Shipping, (d) War trade, (e) Railroads, 
(7) War labor policy, (y) War finance and 'apital issues, and (/) 


Provost marshal general. 
VI. ORGANIZATION OF DEMAND 


Demand in time of war Ls from the procurement agencies of 
(a) the Army, (0) the Navy, (¢) the civilian population, (d) aux- 
iliary agencies which arise in time of war. For example, in the late 
war these were the Allies, the Shipping Board and Emergency Fleet 
Corporation, the Red Cross, Salvation Army, and so forth. 

At the beginning of the war these agencies with procurement pro- 
erams of such tremendous volume as had never been seen in the 
history of the world rushed into our markets. They were absolutely 
uncoordinated. The right hand knew not what the left hand did. 
They competed with eac h other on prices, for the use of facilities, and 
for delivery. The result was a tremendous increase iif price, the con- 
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gestion of certain areas and certain factories beyond any possibility 
of efficiency, and a general condition of chaos in industrial production 
which actually threatened the continuity of supply. 

The War Department alone maintained at first five and toward 
the end of the war eight separate procuring agencies. The Navy had 
only one such agency and, Generally speaking, all other procurement 
bodies had only one. The demands of the separate Allies were not 
well coordinated. 

One of the first steps toward the elimination of waste, inflation, 
excess cost, and confusion will be to insure that no such situation 
shall ever again develop in a future war. 

The War Department still clings to its plan of multiple purchasing 
agencies. They are prescribed by statute. While, in the opinion of 
most industrial observers, the method is unnecessary, archaic, and 
costly, there has as yet been no change and it 1s probable that change 
will be difficult. The War Department has attempted to coordinate 
these activities by providing that no two of the War Department’s 
agencies shall be utilized for the purchase of the same thing. This 
same theory was applied during the latter part of the war, but never 
with complete success and while it is probable that important diff- 
culties will be raised in another emergency by this system, I believe 
that they will be somewhat minimized by the steps the War Depart- 
ment has taken and the greater knowledge it now has of the trouble 
occasioned by its peculiar form of organization. 

The first necessity for etlective organization of demand is the 
assenibly into one central control agency (or the direct control by 
one central authority) of the responsible head of each of the great 
procurement or supply agencies. To that central forum (which, as 
we have seen, and shall see in more detail, also controls organized 
supply) they must bring 

First. A general statement of their procurement programs in fin- 
ished goods and also broken down into initial estimates of their bulk 
requirements of such basic commodities as steel, wool, copper, and 
so forth. 

This is difficult not only in the early days of a war, but also during 
war because of the rapidly changing military situation. Nevertheless 
it is necessary to make the best. possible estimates to the end that the 
central planning agency may make preparation to provide the neces- 
sary raw materials and fabricating facilities. 

Second. That they bring to the same central agency currently 
during the entire period of the emergency the specific orders that 
they intend to place with industry. 

This is necessary because, in order to prevent competition and 
congestion of facilities, to insure that the manufacturers with whom 
such orders are to be placed shall have prompt and adequate sup- 
ply of raw material, labor, power, transportation, and sometimes 
capital, and to carry out other features of mobilization, the central 
agency must allocate these orders to particualr facilities, fix the 
price to be paid, and insure the prompt provision of the necessary 
constituent materials. 

In actual practice the tremendous volume and variety of the 
things and types required by such orders is impossible of clearance 
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by anv one control unit. Industry groups itself naturally into strata 
of commodities or cognate liens of endeavor. ‘Thus there is a leather 
industry, an iron and steel industry, a chemical industry, a textile 
industrv. Each procurement division has a separate buy ing depart- 
ment for each of these industrial groupings. As we have seen in 
the central control ageney there is a commodity committee for each 
of these groupings. ‘Each committee is composed of men of leader- 
caliber who are experts in the particular industrial stratum in- 
volved. In the War Industries Board the head of each govern- 
mental commodity procurement subsection actually sat on the par- 
ticular commodity committee of the board in which he was inter- 
ested. For each of these groupings in Industry there was a so-called 
war service committee corresponding to each commodity committee 
of the board. Each war service committee was composed of inter- 
ested leaders of its branch of industry who were usually the princi- 
pal figures in the trade associations of that industry. These men 
were intimately familiar with their particular branch of industry. 
They presented its problems promptly and were able to advise the 
corresponding commodity committee of the board on all perplexing 
questions that arose. By bringing the heads of each procurement 
sub-section into contact with the ‘appropriate war service commit- 
tee in the forum of the proper War industries Board Commodity 
Committee, organized demand, organized supply, and the govern- 
mental control _ agency were placed i in intimate contact and coopera- 
tion. The method proved itself. 

In such contacts bulk requirements were determined and plans 
made to meet them. All particular commodity procurement pro- 
grams of the Government and asociated agencies were then coordi- 
nated and synchronized to the avoidance of conflict and the insur- 
ance of supply. Details of the application of the general principles 
discussed in this memorandum were practically all determined in 
this manner. 

It is not for a moment intended to say that this system func- 
tioned perfectly. Indeed it did not get into really effective practice 
until the summer of 1918, but it did progress far enough to enable 
every informed observer to conclude * This is the w ay to organize 
demand and supply in any future emergency and completely to avoid 
the folly, waste, and loss of frenzied competition.” 

It must be remembered that the bulk of war-time requirements will 
still be for the civil population. This latter demand is not subject to 
organization and representation on the above plan. Nevertheless 
one of the prime purposes of war administration 1s to see to it that 
the public does not suffer unnecessarilv. It follows that in all allo- 
cations and priorities the chairman of the commodity committee is 
the representative of the public. He constantly studies the public 
demand and every act of his is controlled by that necessity. 

While only the heads of grand divisions or commodity committees 
of the board had the sole power of decision on any matter within 
their jurisdiction any of the procurement representatives had the 
right of appeal to the chairman of the board. As a matter of fact, 
there was only one appeal in the entire history of the board and 
that controversy was merely referred back and settled by agreement 
and without further appeal. 
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The method here so sketchily outlined will be effective in any emer- 
gency for the organization of supply and demand and their complete 
control by whatever central agency it is decided to set up. 

Further organization of demand is accomplished by the integra- 
tion of higher departments or officials of the various procurement 
agencies with the central control agency already discussed. 

“For example, as active members of the war industries board 
itself, was an officer of high rank from each the Army and the 
Navy. These men were in daily contact with all the problems of 
the board. They participated in all its deliberations and even in 
its organization. ‘They were part of it. 

Similarly each rincipal procurement agency had responsible 
representatives sitting in all the grand divisions of the board, and 
usually these men were the officials of those departments of the pro- 
curement agencies most directly interested in the work of the grand 
division on the board of which they were themselves members. 


VIT. ORGANIZATION OF SUPPLY 


Some of the details of supply organization have already been 
necessarily stated here and there in the foregoing paragraphs. To 
recapitulate, under the guidance of the central control agency (and 
in the great war this was done through cooperation of the United 
States Chamber of Commerce) the various trade associations volun- 
tarily create war service committees composed of leaders in each 
industry. These committees represent the industry in its contact 
with the central control. They provide for avhatever further organ- 
ization or closer contact of companies within their industry is neces- 
sary. The final result is that each of the different branches or strata 
in the whole of industry is organized within itself and is represented 
in Washington by an appropriate war service committee. 

If this sort of organization seems loose and impracticable now 
it is simply because the war is 13 years away. We forget the great 
surge of enthusiasm and idealism which engulfed our country in 
1918. People were not seeking to obstruct government—they were 
grateful for any leadership which could show them the way to aid 
government. The sacrifice and devotion of American business men 
in the emergency is an unwritten history. Through the organiza- 
tion of industry here suggested, competition was adjourned. Com- 
panies within each branch of industry pooled patents, trade-secrets, 
facilities and resources. Only a telegraphic request was ever neces- 
sary to bring immediately to Washington the busiest heads of the 
greatest industrial concerns in the country. Responses to any sug- 
gestion were instantaneous and the final result was a solidarity and 
a cooperation the effects of which remain in our industries to this 
day. 

Neither should the force of public opinion be overlooked. There 
was no shirking in that war and there will be none in another war 
for the simple | reason that nobody could lead this country into a 
war without aroused and enthused public opinion behind him. 

The thought is often expressed, “If we can solve our industrial 
problems in war by this method, why can’t we use the same methods 
in peace?” The answer is: Incentives in peace are individual free- 
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dom and the hope of reward. Incentives in war are love of country, 
idealism and defense against a common danger. President Wilson 
struck the keynote of the whole matter when he said: * The highest 
and best form of efficiency is the spontaneous cooperation of a free 
people.” 

However harsh may appear the principles of control here an- 
nounced it must be kept in mind that there was no harshness in their 
application. We regulated only where it was necessary to regulate 
in order to avoid confusion. Industry mobilized itself. The great 
bulk of accomplishment must be credited to spontaneous enthusiasm 
and self-abnegation and not to artificial control. 


VIT. STATUTORY REQUIREMENTS 


As I have said, I do not favor an involved statute attempting to 
anticipate the requirements of another war. 

I think plans should be made and revised yearly. I think some 
steps should be taken to keep selected industrial leaders informed of 
ge plans so that when the principal actors in the 1918 mobilization 
pass from the scene there will be a nucleus of personnel to take 
their places. I do not believe that we can go further. 

But for a very special reason I do believe that there should be 
one statute on the books, the very existence of which would be a 
constant warning to evervbody that never again in America will any 
man make as much profit in war as he can make in peace. There 
need be nothing complex or involved about it. Purely for purposes 
of discussion I have prepared a rough draft eliminating enacting 
clauses and formalities. It follows: 


That, Whenever Congress shall declare war or the existenee of an emergency 
due to the imminence of war, then, from and after a date prior to such declara- 
tion which date the President is hereby authorized and directed to determine 
and announce, it shall be unlawful for any person to buy, sell. or otherwise ceon- 
tract for any service, right, or thing at a higher rate, rent, price, Wage, com- 
mission, or reward than was in effect at the date so determined. 

Whenever in the sole discretion of the President he shall determine that any 
miximum price, wage, rent, rate, commission, or reward should be adjusted 
either upward or downward he is hereby authorized to make and proclaim such 
adjustment and such adjustment shall have the full force and effeet under this 
statute of such price, wage, rent, rate, Commission, or reward before such 
adjustment. 

During the period of any war or emergeney declared by Congress hereunder 
the President is authorized to determine, and by proclamation announce, what 
Classes of public service, or of dealers or manufacturers of any article or com- 
modity, shall be required to operate under licenses, to fix the conditions of such 
licenses, and fo grant licenses under such conditions. After sueh determination 
by the President it shall be unlawful for any public service, dealer, or manu- 
facturer in such determined classes to engage in business without such license. 

During the period of any war or emergency declared by Congress hereunder 
the President is authorized to determine the order of priority in which any 
manufacturer, dealer, or public service in the United States shall fill customers 
or other orders and after such determination it shall he unlawful for any such 
manufacturer, dealer, or public service to fill such orders in any other order of 
priority. 

There should also be enacted a general commandeering statute 
giving the President plenary authority in the usual terms to com- 
mandeer in time of war any manufacturing facility or any supplies 
deemed by him necessary to the successful conduct of war. 
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In addition to some such statutes as these, the essential principles 
of the Overman Act (approved May 28, 1918) should be reenacted 
authorizing the President in time of war to make such redistribution 
of functions of executive departments as he may determine. 

This is all the statutory authority that should be attempted in time 
of peace. Additional war legislation will of course be necessarv but 
the presence of these statutes would be notice to the world that we 
will enter the next world conflict effectually organized and that we 
shall conduct it without inflation and with no war profit to any man. 


IX. CONSTITUTIONAL AMENDMENT UNWISE AND UNNECESSARY 


I am no authority on constitutional law and I have consulted none. 
But I am familiar with the war-time discussions of this subject and 
I also know the practical side of it. 

The whole structure of war-time control of American industry 
was built on the right of Congress to commandeer property in war. 
This Government has always had this right, has frequently exercised 
it, and has never been denied it by the courts. It is plenary and sub- 
ject to the sole conditions of due process and just compensation. Cer- 
tainlv at no time during the World War nor—so far as I have ever 
heard during any war—has this Government ever been hindered or 
embarrassed in war-time administration by any restriction on this 
constitutional power. While our regulatory power, built upon this 
right, was frequently used, the requisitory power was seldom used. 
It served rather as a reservoir of persuasive force which proved amply 
sufficient to provide prompt and general acquiescence in all Federal 
regulation of industry we ever found necessary to war administration. 

This brings us to the question of constitutional restrictions on the 
right to commandeer. The only ones I know are the “ due process ” 
clause and the fifth amendment: “Nor shall private property be 
taken for public use without just compensation.” 

Your resolution does not specifically direct that you inquire whether 
this provision should be repealed although there is a clear suggestion 
that vou may have to consider that as the only way to eliminate war 

rofits and equalize war burdens. For reasons IT have fully discussed, 

think no such amendment is necessary. For further reasons, I 
think that the mere suggestion of such an amendment is unwise. 

I see only two possible purposes of a right in government to take 
private property without just compensation: (1) To provide funds 
for the prosecution of war; and (2) to impress facilities for produc- 
tion or transportation on the theory that material things can be had 
with more speed or at less price or in greater quantity by Federal 
operation. 

Confiscation as a means for financing war: The total of our ex- 
penditure for the World War was thirty-nine and one-half billion 
dollars. The nearest antecedent census estimate of total national 
wealth was $186,000.000.000 in 1912, of which only 1.4 billions was in 
gold and silver bullion. Real estate, plant and equipment (including 
railroads) was $141.000,000,000. Transportation systems (except 
railroads) was $10,000.000,000 and all other forms of wealth—aerl- 
cultural, manufactured, and mining products, clothing, furniture, 
carriages, and so forth—was $34,000,000,000. It is interesting to in- 
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quire how the war could have been financed by confiscating any or all 
of these items. The billion and a half in hard money would not have 
been a drop in the bucket if all had been taken. As to the seizure of 
physical properties, their use for finance would require resale. But 
who, under the patent threat of reconfiscation would buy such prop- 
erties? And since such capital levies would, of course, first reach the 
more hquable forms of weath, who would have anything to buy thena 
with? There may be an idea that seizure would nevertheless finance 
war because we would simply take war material without paying for 
it. The error in this is that there is no considerable amount of 
material available for war under peace conditions. It has to be 
manufactured from raw resources. The bulk of all fabricated costs 
are labor costs. We can not conscript labor, therefore we 
would have to pay labor and that requires finance. There being ne 
available war material for seizure no one would expend his money to 
produce war material merely to have it seized as fast as he made it 
and without reimbursement. The whole idea is absurd. 

There has been a good deal of talk of drafting dollars. Even if 
there were ample constitutional authority, there is a very cogent 
reason why that could not be done. Every man with fair warning 
that his dollars were about to be taken away from him and never 
given back would cause them to disappear with amazing rapidity on 
the first rumor of war. The experience of France and Ger many in 
attempting to draw existing distributed supplies of gold into their 
treasuries for war purposes clears this point. The gold went inte 
stockings, baking-powder cans, and other convenient receptacles, 
and these into the ground. Panic-stricken efforts in every direction 
to avoid such confiscations would disarı range the whole fiscal struc- 
ture of the country and, adding to the general confusion and disloca- 
tion caused by invocation of the broad principles of confiscation, 
would paralyze the country's sinews of war at the outset. No project 
more destructive of adequate defense could be conceived. 

It is also pertinent to ask on what theory of assessment could such 
confiscation of property for financing war proceed? If—as under 
the present theory of commandeering with compensation—the new 
idea would be simply that the Government should take the first 
property that came to hand arbitrarily and without equalization, we 
could have a complete subversion of the very purpose of all govern- 
ment. No such political system ever existed, and there can be no 

uestion that such is not the purpose of the suggestion. If the 
en be that the Government shall take equably from all those 
who own, it is simply a process of capital levy in the form of tax. 
Nothing in our war experience has ever indicated a necessity for this. 
No belligerent nation of the World War even at the limit of its 
extremity ever adopted the capital levy, and it seems unnecessary to 
believe that the resolution intended such a thought in this connection. 

This Government has unlimited power of taxation in the fields 
allotted it by the Constitution—by income tax, by duties, imposts, 
excises, and all forms of indirect taxation and by capitation or direct 
tax in proportion to census determinations. The power to tax is the 
power ultimately to appropriate, and in this Nation it is sufficient 
to any current levy that ought—in prudent administration—ever to 
be assessed against any generation in any single year. 
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I think I was the very first advocate of the plan to take the profit 
out of war and to make every man. dollar, and thing bear an even 
proportion of the burdens of war. I hold no brief for especial pro- 
tection of wealth in war, but my experience tells me that the draft 
of dollars is quite as absurd and impossible as the draft of labor. 
For reasons elsewhere considered, such wholesale impressment is 
both impossible and unnecessary, but in the considerations under this 
heading it is crazy. The fiscal strength of a nation les not in what 
government owns but in what its people own. The sinews of war are 
not dollars—they are efforts. In order to produce things, money is 
necessary, but it is not necessary that government own the money by 
taking it away from the people who do. Monetary wealth is poten- 
tial productive capacity just exactly as a factory is and, exact] 
as the factory capacity of the country must be administered, una 
and controlled for war purposes in order that the vastly increased 
demands of war may be met and at the same time that the normal 
requirements of the civil population be not denied, so must wealth be 
be similarly administered, rationed, and controlled. The method of 
doing this has been fully discussed. There is no more reason to con- 
fiscate wealth in order to make it work for government than there is 
reason to confiscate factories for the same purpose. Simply put it 
to work where it will best serve the public good. 

Confiscation of facilities as a means for insuring production: 
The “ draft everything ” proponents seem to think that confiscation 
of productive facilities promises a more effective use of them in the 
interests of government and for the purposes of war. During the 
World War, Government had power to commandeer factories and 
to operate them under bureaucratic direction. I do not recall a 
single important industrial enterprise that was thus taken over. 
This does not mean that the use of the power was never advocated. 
On the contrary, it was seriously urged in respect of a great indus- 
trial plant which was thought by some not to be giving full coopera- 
tion to its Government. The proposal split on the rock of this 
argument: 

Who will run it? Do you know another manufacturer fit fo take over its 
administration’ Would you replace a proved expert manager by 2 problemati- 
al mediocrity? After you bad taken it over and installed your Government 
employee as manager, what greater control would you have then than now? 
Now. you can choke it to death, deprive it of transportation, fuel, and power, 
divert its business, strengthen its rivals. Could any disciplinary means be 
more effective’ If vou take it over, you can oniy give orders to an em- 
ployee backed by threat of dismissal, and with fir tess effect than you ean give 
them now. Let the management run the plant and you run the management. 

Nobody with any familiarity with industry could seriously urge a 
wholesale assumption by any Federal bureau of the responsibility 
for management of any or all of the vast congeries of manufacturing 
establishments upon which we must rely for extraordinary effort in 
event of war. Even if such bureau management could prove ade- 

uate to the task (which it could never do) the mere process of 
change would destroy efficiency at the outset. 

The industrial pattern of the United States is a delicate mesh of 
interrelated strands. It has been evolved in response to the needs 
of the Nation and under natural economic law but dimly understood. 
It is a sensitive, living organism, and the injection of arbitrary and 
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artificial interference could be attempted only at the risk of starting 
a sequence of upheavals, the ends of which no man can foresee. To 
approach it, on the advent of war, bearing in one hand demands 
for a vast stepping up of output and a heavy draft on its man power, 
and in the other a broadaxe of governmental confiscation with which 
to wreck its vitals—is no way to win a war. 

There may remain some question as to whether wholesale price 
fixing might not itself be construed as a taking of private property 
without just con pensation, Of course, just compensation is usually 
taken as “market value.” I know of no better way of assessing 
market value than to refer to the actually existing schedule of prices 
as they stand under the influence of the law of supply and demand. 
That is exactly what the present suggestion contemplates as the 
standard. It would be difficult, I think, to spell confiscation out 
of that. 

There should be no constitutional amendment, not only because it 
would be unwise and destructive, but because it is wholly un- 
necessary. 

X. CONCLUSION 


EFFECTS OF SUGGESTED SYSTEM 


I am confidently of the belief that on the policies here briefly out- 
lined this country would achieve the following benefits: 

(1) It would pass from a peace to a war status with a minimum 
of confusion, waste, and loss. 

(2) It would mobilize war supplies almost as quickly as it could 
mobilize men. 

(3) It would reduce the cost of war by 50 per cent and I believe by 
an even greater figure. 

(4) It would eliminate war profits and inflation. 

(5) It would preserve its eredit and its economie prestige through- 
out the world. 

(6) Its war etfort would be conducted with less interference with 
normal economic processes aud the lives of the civil population than 
has ever been the experience of any nation in the history of the 
world. 

(4) It would conserve its resources and preserve the morale of its 
people to such an extent that it would be able to outhve any antago- 
nist in a lone-drawn struggle. 

(S) Tt could pass frem a war status back to a peace status with a 
minimum of the prostrating economie aftermath that has hitherto 
been the invariable experience of every ex-belligerent in a great 
war. 

(9) The efficiency of the combined military and economie machine 
that could be derived from these policies would constitute this Nation 
an instrument for war effective bevond the imagination of any mili- 
tary expert even of this advanced date—powerful beyond the possi- 
bilities of any antagonist and perhaps of any combination of 
antagonists. 

(10) Considering the obvious fact that the military aspirations of 
this Nation will never disturb the peace of the world, the mere 
acceptance of (and deliberate provision for) the kind of organization 
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ne es would go very far toward keeping the peace of the 
world. 

And the latter result, I take it, is the hope and aim of all of us. 

Mr. Bartcu. I am sorry, gentlemen, it has been so long. I would 
be glad now, Mr. Chairman, to answer any questions. 

Secretary Hurtey. Mr. Baruch, I congratulate you on the clarity 
and the incisiveness of the conclusions you have reached on this sub- 
ject. There are just about two phases of the subject upon which I 
would like to ask a few questions. If you will turn to page 15, I note 
that throughout your discussion you have contemplated a war-time 
reg aoa 

r. Baruch. Yes, sir. 

Secretary HurLeyY. I would like you to suggest what you would 
consider the peace-time skeletonization of your war-time organiza- 
tion, assuming, of course, 1t will be necessary to have such an organi- 
zation to set up the instrumentalities as we have them now. And 
referring again, first on page 15 and then to vour page 35, as 1 
followed you as you went along, on page 35 under heading “ VIII. 
Statutory requirements,” you said, I think, the plan should be revised 
yearly. Now, those two subjects will give you the intent of my 
question, first, if we were not to continue the present program under 
the national defense act, what peace-time organization do you sug- 
gest that will study this problem and revise it yearly ! 

Mr. Baruch. Of course, I think, under the present law, that you 
can set up this peace-time organization ready to function on “M” 
day. This peace-time organization should be a skeleton one. I have 
outlined all of the various functions that I have spoken of in this 
statement. In this outline I have given, of course, the great fighting 
forces in their proper places with all the other agencies in their 
proper places. Individuals who have had experience should be se- 
lected. With each one of those experienced individuals 1 would 
suggest that he himself select some younger person to sit with him. 
Each year they should have, sav, a mobilization week or days in 
which these problems would be discussed. And it may be that each 
year on the discussion of that plan some changes might be made. 1 
think that you now have, either in the War Department or in what 
is called the coordinating committee—I do not know which it is, 
Mr. Secretary—a plan something of that kind now, without the 
names being filled in. I do not know whether I have answered your 
question or not. Have I, sir? 

Secretary Hurry. Yes; you have almost completely answered the 
question. The plan now, under the national defense act. is to set 
up throughout the Nation in 14 districts the plan for industrializa- 
tion and procurement. That, of course, is a peace-time organization. 
I agree with you fully that the procurement ae should be without 
competition in time of war; I agree with you fully there should 
be a yearly reexamination and restudy of the subject and revision, 
if necessary; and what I am trying to get from vou now 1s, under 
the plan you have suggested, by what authority, by what organiza- 
tion, do you want that restudy and revision made? 

Mr. Baruch. By an independent industrial body in conjunction 
with the war-making agencies. 
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Secretary Hury. Do you think there should be another body 
set up in addition to that which is now operating under the national 
defense act? 

Mr. Baruch. I do not think it is necessary. 

Secretary HurreyY. You do not think it is necessary; you think 
the body now functioning under the national defense act can per- 
form the service of setting up a peace-time skeleton and making a 
restudy from vear to year y 

Mr. Barveu. Yes: providing they will keep industrialized and 
realize that the War Department is one of the competitors in the 
field and should not be an arbiter. 

Secretary Hurrey. Of course, just for your information and the 
information of those present, the plan under the direction of the 
Assistant Secretary of War does now fully recognize that situation. 

Mr. Barven. I think I have said the plan you are working on now 
is tending in the right direction, leaving it in the hands of indus- 
trialists, with the War Department as one of the competitors for the 
man power and the resources. 

Senator Roninson. Did the Allies have organizations similar to 
that which we established for the mobilization of industry ? 

Mr. Barvcu. No, sir. I think. Senator, they were not anywhere 
near as perfected as we were, and I think that was evidenced in a 
great many things in their economic life. For instance, in England, 
priority had nothing to do with the Navy; that was entirely free; 
it was priority only so far as the Army was concerned, and there was 
no such control of prices in any other country that I know of as there 
was finally in America, I think I am correct in saying this, that the 
French have since attempted to adopt somewhat of the system of 
industrial organization for war that we were attempting toward the 
end of 1918. 

Senator Roprnson, Can vou state with whom originated the idea 
of molilizing industry in the manner that was afterwards done? 

Mr. Barc. You mean in America? 

Senator Ropinson. Yes, sir. 

Mr. Barco. Well. I think the idea was kind of a growth, Senator. 
It came ont of the crucible of experience: it was done through errers 
of omission and commission. I do not think any particular man 
could be credited with originating the idea, except I think President. 
Wilson had the general idea toward which we, as the various men 
to whom he gave the instructions, worked. It was the result, as I 
sav. of the experience of various individuals out of the crucible of 
the great difficulties under which the country was placed. 

Senator Repinson, At what period in the World War were these 
organizations able to function effectively? I mean when did they 
begin to function ? 

Mr. Baruch. Well, it was generally felt the difficulty in the be- 
ginning was due to a lack of final authority somewhere. In the 
allocation of the various things which went into the conduct of the 

war the President finally. in March, 1918, concentrated that authority 
in the chairman of the War Industries Board. The other associates 
of his were advisory. The final authority for decision on priority, 
allocation of materials, and transportation, and so forth, rested upon 
the chairman. 
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Senator Ropinson. You anticipated a question I intended to ask 
rather than the one I thought I was asking. 

Mr. Baruch. I beg your pardon. 

Senator Ronıxsox. 1 think I must have been obscure in my form 
of stating the inquiry. How long did it require to set up the ma- 
Hee and get it to working pretty well, after the idea was formu- 
lated ? 

Mr. Baruch. Well, that is a very difficult question to answer, Sen- 
ator. Much of the industrial control was effective from the begin- 
ning of the war; for example, the price of copper was fixed for 
Government buying i in September, 1917. The price of steel was fixed 
in September, 1917. On the other hand, many controls were not in 
effective operation until April or May, 1918. ` The E nglish, Fre o 
and Belgians came over and said, “ Now here is what we are doing 
here are the mistakes we made; try in the beginning to avoid these.” 
Thus we had the result of a great deal of experience. 1 think our 
people were quick to learn from the result of the errors of omission 
and commission of our associates in the war. I answered in an- 
other way. by saying that by March 4, 1918, when the President con- 
centrated the final authority i in one pair of hands, industrial mobili- 
zation began to be effective. 

Senator Ronisson. In its final form, it was the result of evolution, 
if I understand you correctly? 

Mr. Baruch. Yes, sir; quite right, sir. 

Senator Ropixsox. And that evolution was produced by experi- 
ence and necessity ¢ 

Mr. Baruch. It is that, exactly, I am advocating now, the result 
of our experience—to start where we stopped and to avoid all of the 
mistakes and unpleasant situations and difficulties that we can avoid. 
General Johnson has just drawn my attention to the fact that the 
real operations of the centralized control did not really get started 
until about the summer of 1918. 

Senator Swanson. I suppose it arose a good deal in this way: I 
was chairman of the Naval Committee during the war and the Navy 
bought supphes and had really bought far ‘beyond their needs for 
consumption when the war ended. Now the Navy men kept on buy- 
ing and kept on piling up until the Navy had supplies in great ex- 
cess and you stopped them. Was not there some fr ‘ction in it? 

Mr. Barccu. That was one of the things I referred to when I 
said the chairman or the industrial strategist on this board was to 
see that the Army and Navy would be allowed to buy what they 
wanted and only when they wanted it and not to take anvthing until 
they needed it. The civilian population was subject to rigorous 
deprivation. 

Senator Swanson. Until you came in, the Navy Department 
grabbed everything. 

Mr. Baruch. Yes, sir; and were better organized. 

Senator Swanson. They were better or ganized and the Navy went 
on buying, whether it needed it or not, and the time came when some- 
body had to tell all of the departments to stop buying and let people 

et it. 
į Mr. Barccn. Yes, sir. 
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Senator Swanson. I know at that time the complaint came to me, 
as chairman of the Naval Affairs Committee, that somebody had 
stopped them from buying, and I looked into it and thought they had 
enough, and when the war was over it showed that they. had a great 
surplus. 

Senator Rosprxson. Do you recall what was the result on prices 
with respect to increases or decreases, from the beginning of the 
war? I mean generally, of course; it could only be stated in general 
figures, from the beginning of the war up until the time the War 
Industries Board and its related organizations began to fuuction? 

Mr. Baruca. Well it was very large. For instance, when the war 
broke out, at that time prices had already soared and spiraled, 
because of the competitive efforts of our associates in the war. We, 
mind you, were not in the war. Copper, I remember, was selling at 
35 or 36 cents. They marked that down to 23 or 231% cents. or 20 
cents. Steel ship plates were anything you could pay for them, 12 
to 13 cents. We marked them down, “Y think, to 314 cents. So it 
was with aluminum; from 50 to 60 ‘cents, we marked it down to 
2714. And zinc and lead and almost everything we halved or took 
off 331% per cent. 

Senator Ropsrnson. In fixing the prices, was the board acting 
under express authorization of statute, or by implied authority ? 

Mr. Baruch. Implied, sir. 

Senator RonrxsoN. The board never had any express authority to 
regulate prices? 

Mr. Baruch. Well I would not say that exactly, Senator. There 
was a good deal of discussion about the legal side of it, but that 
never came to the surface. General Johnson calls my attention to 
the fact, for instance, that on some particular things, like fuel, there 
was a particular statute; but so far as the large number of things 
we have been referring to. there was no specific authority. 

Senator RoBINSON. My question really had application to the broad 
sphere of control. 

Mr. Baruch. Except this, Senator, that the Government had power 
to commandeer under the authority given by the Congress, for the 
things that it needed for the Army and Nav v. And when we dis- 
cussed prices with producers, we were always in a position to com- 
mandeer and we made what we called. in those days, voluntary ar- 
rangements as to price; because we did always have the power of 
seizure, or keeping away transportation or fuel from anyone who 
objected to the regulation. But I must say, by and large, American 
Industry did its full share. 

Senator Rornrnson. Did vou find many instances in which there 
was great difficulty to reduce prices? 

Mr. Baruca. Well, there were a good many acrimonious discus 
sions at times, but we finally ended by making prices which I think 
were fair in the circumstances. You must remember, when we en- 
tered the war. the prices had gone to prodigious heights, much higher 
than thev were toward the end of the war. We were "faced with a 
difficult situation, but, by persuasion and understanding and some- 
times by threat, covert or otherwise, we were enabled to make what 
we thought were fair arrangements. 
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Senator Rosrnson. Did the rise in prices continue after we entered 
the war and until the regulatory processes were put into operation ? 

Mr. Baruch. Yes, sir. 

Senator Rosinson. Did the question as to the power of Congress 
to fix prices arise? 

Mr. Barucm. We had a great many questions, but I do not think 
it ever seriously arose; no, sir. And there were a good many cases 
that were tried after the war, regarding fixed prices, but in no case 
did the Govenment lose the suit, that I know of. 

Senator Rosinson. How long would it take, under an impulse of 
necessity, to put into operation the plan that you have summarized 
for the mobilization of industry and the regulation of prices in war? 

Mr. Baruch. If it were to happen to-day and the Congress au- 
thorizes the Secretary of War to proceed, or the President to pro- 
ceed, I think in 48 hours we could get an organization of men here, 
because of the knowledge and experience they had, that would get 
this into smooth working order inside of two weeks. 

Senator Rosprnsoxn. What would be the relative situation of a 
nation becoming a belligerent with such a system planned for, as 
against another nation that had not taken that precaution ? 

Mr. Baruch. The nation that had not taken’ those precautions 
would be indescribably weaker than the other. 

Senator Ropinson. It would probably lose the war before it got 
ready to carry on? 

Mr. Baruch. Yes; unless it had resources so many times greater in 
man power and material than the other nation. But where there is 
anything like equal strength, say within 60 per cent, the nation so 
organized, in my opinion, would quickly overcome the other and 
at the end of the war would be left much stronger. 

Senator Ropinson. Now, as I understand your suggestion, it pro- 
poses rather a simple plan for the regulation of prices; it gives effect 
to those prices actually prevailing at a certain date? 

Mr. Baruch. Yes, sir; we presuppose a fair relationship between 
the peaceful activities within the nation. 

Senator Rosrnson. Did you, in the conduct of the affairs of the 
War Industries Board, or your associates, experience great difficulty 
in deciding upon the basis for price fixing? What was the basis? 

Mr. Baruch. First of all, we asked the Federal Trade Commission, 
the constituted governmental authority, to make an investigation as 
to costs; then we made up our minds how much that industry would 
be required to give to the war and the necessary civilian fe of the 
thing that it produced, and we made a price that would do that job. 
It was left to the taxing powers to equalize the profits that were made 
by the difference between the higher and the lower-cost producer. 
Does that answer your question, Senator ? 

Senator Roninson. Yes, sir. Would it be advantageous to apply 
the general rule in all instances, or would it be wise to take into 
account, in notable cases, prevailing prices that might appear ex- 
cessive on the fixed date, when all general prices were to go into 
effect? Do you understand what I mean? 

Mr. Barccu. No; I did not quite get that. 

Senator Roprnson. Here is what I am trying to say: There might 
be an essential commodity, which for one cause or another 
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Mr. Baruch. Might be higher or lower? 

Senator Roprxson (continuing). Was manifestly too high. 

Mr. Barten. Or too low? 

Senator Roprnson. Or too low—out of proportion to the other 
necessities, 

Mr. Barech. Yes, sir. We would meet that situation in the fol- 
lowing way: Ás soon as you freeze your prices of the whole coun- 
try you would immediately set up the price-fixing commision, which 
will immediately readjust any price too high or too low by exam- 
ining into the facts and bringing it in line with its proper price. 
Does that answer your question, sir? 

Senator Roptnson. Yes, sir. 

Secretary Hurtey. Let me ask you just a question to clear up a 
point brought out by Senator Robinson. The War Industries Board 
was set up and reached snecessful conclusions under implied powers? 

Mr. Barreu. Oh, there was more than implied powers. 

Secretary Herrey. I thought I understood from your answer there 
were only imphed powers. 

Mr. Barreu. I say there were implied powers; a good many of 
our price fixings were made upon implied powers; but we also had 
behind it the war power of commandeering any recalcitrant. 

Secretary HurLeY. But the statutory, constitutional, and implied 
powers you had at that time exist now, do they not ? 

Mr. Baruch. Yes, sir. Of course, you would have to reenact 
some of them. 

Secretary HurrLey. That is the point Iam coming to. I wanted to 
clear the record on that point, because if you had “all the statutory, 
constitutional, and implied powers now that you had at that time, 
there would not be any reason for this statutory enactment that you 
suggest, would there? 

Mr. Barcen, Yes; there would, for this reason: The thing we 
are all discussing is equalizing the burdens of war, so as not to 
permit anybody, anything, or any dollar to make an unfair profit. 
Now. in order to stop that, you have to stop the spiral movement 
of inflation right at its beginning, so we are going to fix all prices 
on one day. You have not that power now. 

Secretary llurLerY. That brings me to the point I wanted you to 
discuss. I wanted to bring that out, so that you could show the 
necessity for a statutory enactment now. 

Mr. Barvcu. That statutory enactment ought to be done now, 
with the power to be given to the President—this is my theory 
of it—that when the Congress so declares (because the Congress 
must always keep within its hands, as the guardian and representa- 
tive of the people under our Constitution, the right to declare when 
a great emergency or war exists. That must not be in the hands 
of anvbody else; I do not believe you could take it out of the hands 
of Congress) that emergency or war exists, then that power is 
immediately put into operation, in the hands of the President, who 
proceeds to act. It gives him the right to fix the prices of all 
things—rents, services, the buving and selling of everything at a 
price which bore the pre-war relationship to other prices. It docs 
away with the just-compensation defense. 

In advocating this plan you must bear in mind that it must be 
applied wisely. If you had a condition such as faced, us in the 


WAR POLICIES COMMISSION 61 


World War, you would not fix all prices as of any particular date, 
but proceed to fix prices separately, which we did; but at least you 
would have the authority to fix all prices. The fixing of one or a 
few prices is unfair unless you fix the prices of things that a man has 
to buy with the profit from the things he is producing under a fixed 
rate. 

The only instance in which this broad application would not be 
used would be in such a one as existed in the late war; but even then 
you would have the power in the President—as is now suggested— 
to fix prices immediately without going to Congress, thus preventing 
the beginning of a spiral inflation. The people would know this and 
would accept it immediately. In any other case—that is, if we were 
forced into war directly (not indirectly as in the World War)—it 
would work perfectly. Surely, in any case, it would be better than 
having no power. The fact that the power exists would have a re- 
straining influence, even in a case like the World War. 

General Johnson has just told me what you have in mind. There 
is no power in the President, unless he is given it by the Congress 
itself, to do any of these things that we are discussing. He has to. 
receive that power from Congress, even on the declaration of war. 

Secretary HurLeY. My purpose was to clear up an answer that 
you made to one of Senator Robinson's questions. i realize that vour 
brief does suggest a statutory requirement, and I wanted merely to 
bring out that you did not want to limit it by the answer you made to 
his question on implied power. 

Senator Ropinson. Would the existence of such a statute be a 
restraining influence on the declaration or possible declaration, wh:ch 
is supposed to precede war? 

Mr. Baruch. 1 do not know. Of course, I have said here I do 
not believe anybody makes war for that reason. Certainly every- 
body lost in the late war. 

The aftermath took out any profits they might have made. But 
if there was that idea, this certainly will take it out of the people’s 
minds, because there can not be as much profit in war as there can 
be in peace, and there should not be. 

Senator Swanson. Let me ask you this question in connection with 
the statute fixing the prices that can be paid after the emergency is 
declared. The object of the war adininistration is to get production 
as quickly and in as great volume as possible? 

Mr. Baruch. Yes, sir. 

Senator Swanson. The man who produces the most war material 
will win the war? 

Mr. Baruch. Yes, sir. 

Senator Swanson. Now people produce the most when they think 
they are making a profit? 

Mr. Baruch. Yes, sir. 

Senator Swanson. And when they find they are not Soe much 
money and the profit is not so great, they do not run effectively ? 

Mr. Baruch. Yes, sir. 

Senator Swanson. I had that problem during the war. We let 
the people think, for about 12 months, they were all getting rich and 
the factories were running night and day and then we put on an 
80 per cent war profits tax and, after about 12 months they realized 
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they did not make as much money as they thought they were mak- 
ing, because we took away their profits. And would you not destroy 
the incentive for them to keep on producing 1f you would take away 
their profits at once? 

Mr. Barc. That is not quite right, as I visualize it. 

Senator Swanson. What we did—we discussed it here with the 
Navy and discussed it in connection with the tax problem and decided 
“Let us get to producing and fix the prices pretty liberal,” and 
after we got the factories going night and dav and every man 
thought he was making millions and millions of dollars, then we 
came in with a tax and took 80 per cent of the war profits out. We 
got the goods and the country was not robbed by that tax. Which 
is the better of the two? 

Mr. Barve. Mine. and I will tell vou why. I am wondering 
whether the Senator has looked at this point—let us say a great 
manufacturer of steel, or a manufacturer of munitions, or a man 
who has an automobile factory. We say, “ You can not make any 
more automobiles.” What is he going to do with his factory? 
Under this “work or fight ” thing, you can either work or vou do 
not get any business, and a man is not going to close up his factory. 
Of course, Senator, there is a question of wisdom in the handling 
of all of these things. You are not going to tell a fellow he is not 
going to make anything, but he is not going to make any more 
than the other fellow can and he is not going to have a chance to 
operate at all for himself, unless he operates for the purposes of the 
war. 

Senator Swanson. Under that plan, we kept them running night 
and day and while they were producing they thought they were 
making a fortune, and then we stepped in and took about 80 per 
cent tax out of it, and they did not make as much money as they 
thought they were making; but the principle was to get the factories 
running quickly. 

Mr. Baruca. They used to bring that argument forward, to pay 
big prices to secure production | 

Senator Swanson. You think this would be better and more ef- 
fective? 

Mr. Barucn. Sir? 

Senator Swanson. You think this would get more production— 
your method ? 

Mr. Baruch. Yes, sir. We will get all the production necessary, 
because we have the control of every element that enters into it. No 
man would dare to face his associates or neighbors, taking any such 
position as that, and we found that was the most effective weapon 
and we never found a reduction of prices ever brought a lowered 
production of goods. My mind may be a little bit hazy, because it 
was a long time ago, but I think out of the cost of steel we took down. 
in one fell swoop in the reduction of prices, something like 
$2,000,000,000. But it did not reduce production; it doubled pro- 
duction. You must realize, Senator, that war will bring an increased 
pori which, even if you do not permit advancing prices, will 

ring enormously increased profits. i 

Senator Swanson. How much did we take in our 80 per cent war 

tax on war products? 
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Mr. Barucu. I do not know. You took 80 per cent of it; but we 
paid a price for that manyfold of the cost of the war, in the economic 
and social aftermath of the war. We have been struggling with that 
ever since. If it had not been, in my opinion, for the conditions we 
had to meet and we did not know at that time how to meet them, 
to-day the world would not be in the position we are, where we are 
all unhappy and miserable and poor because the world is facing too 
much wealth. We are embarrassed with too many things in the 
world—too much money, too many factories, too many automobiles, 
too much wheat, too much sugar, too much cotton, and everything. 
It is, in my pinion, an aftermath of the war. The total debt of the 
war would have been paid if we were not facing that. That is one 
of the results, perhaps the greatest. That is the reason I said that 
winners and losers all lost in the war, because they were not girded 
for the fight, and I am now suggesting to your honorable body to 
do for our country 

Senator Swanson. You practically suspended, during the war, the 
statutory requirement to buy from the lowest bidder, and you fixed 
a price yourself and bought. For instance, the people buy pee 
now, under peace times, from the lowest bidder by opening bids and 
the lowest bidder gets it. 

Mr. Barucu. You can do that in peace times. 

Senator Swanson. But we did not do this during the war because 
we could not do it? 7 

Mr. Baruch. No, sir. 

Senator Swanson. Now, your idea of the statute which you sug- 
Ae would be to have a statute that would fix prices at a certain 

ate, before the emergency is. declared ? 

Mr. Baruch. Yes, sir. 

Senator Swanson. And to let everybody know those prices you 
are going to pay for the products? 

Mr. Baruca. Yes. Every industry is organized, and the demand 
js organized, and in the center sits the regulatory, synchronizing, co- 
ordinating governmental body. 

Senator Swanson. You would fix the price in a way to encourage 
production and not depend on us to take back the profits by taxation 
if they made too much. You think that would be the better plan? 

Mr. Barucn. I think, Senator, it would be a good thing to do it 
both ways. We will have to have money to run the war. I think 
it ought to be done both ways. The higher you get your prices the 
more it will cost you to conduct the war, and the everlastingly more 
it is going to cost you after the war is over, in the social and economic 
reflex, 

Senator Ronrnson. Have you any opinion you would care to ex- 
press on the question as to whether the passage of such a statute as 
you propose would prove a disturbing factor with respect to other 
nations and with respect to economic conditions? 

Mr. Baruch. I believe it would have this effect: I think it would 
be notice to the world that we propose, if we do have to fight, to fight 
well prepared. That is No. 1. It is a notice to the rest of the world 
that we do not propose to have the costs of another war such as we 
did have, and this country will come out of the war stronger, as 


48440 —31—pT 1—5 


64 WAR POLICIES COMMISSION 


strong as a nation can, after the war. As I said, the plan of this 
thing, to repeat. myself, which I think is perhaps what you have in 
mind, Senator, is that if this country were to have a plan, of which 
this is the basis, that would be a notice of preparedness that would 
increase the respect of the people of the world and the respect and 
confidence of our own people. 

Secretary HurLerY. Do vou suppose the degree of preparedness 
which you propose would be a menace to the peace or laos of 
any other nation? 

Mr. Barucu. It certainly would not. If there ever could be any 
deterrent in war, from an economic standpoint, that would be one, 
and I know of no complaint that was made in the conduct of the war 
other than against the war itself that would not be met by the method 
suggested here, based on the experience that we gathered ourselves 
in 1918. 

Senator Swanson. As I understand from your plan, what is 
needed to mobilize the industries is a mere skeleton. Will you fix 
up what. you suggest and submit to us, from your experience, the 
kind of enactment that would provide for this yearly meeting here 
of these people called by the Secretary of War? 

Mr. Baruch. You want a plan, you mean? 

Senator Swanson. I want a plan of what vou would suggest from 
your experience, 

Secretary HurLeY. He has suggested a proposed statutory enact- 
ment. 

Mr. Barucn. I have suggested it here, in so far as the plan is con- 
cerned, and the Secretary of War can furnish you with one they have 
there that I think pretty well visualizes it. 

Senator Swansox. You do not need any statute, then, for that? 

Mr. Barccn. No; you do not need any statute to do that. What 
rou want is a statute to give the power to the plan that is set up. 

hat is what you want. 

Senator Swanson. For instance, you say there ought to be a meet- 
ing of the industrialists every year. 

Mr. Bartcu. It might be every two years. 

Senator Swanson. It might be every two vears—to discuss the 
mobilization of the industries. Now, somebody has got to pay the 
expenses; somebody has to keep it going, and there have to be sec- 
retaries and stenographers, and you have to make a report and sum- 
marize it. Now, is there anything existing in the present law that 
permits that? 

Mr. Barucn. Mr. Secretary, I believe you have that. 

Secretary Hurtey. May I answer that question for the Senator? 
Under the national defense act, the Assistant Secretary of War 
now has in existence a plan that is in effect a skeletonized organ- 
ization such as Mr. Baruch proposes. Mr. Baruch has suggested a 
restudy and revision of that entire plan each year, conforming to the 
economic changes in the Nation. 

Senator Swanson. You have already that authority? 

Secretary HurLeY. Yes, sir. 

Senator Swanson. And the funds and everything for that 
purpose ? 
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Secretary HurLeY. Yes; that is under the national defense act. 

Mr. Baruch. The only difference between them and myselfi—I do 
not say there is any difference, because we are pretty close now—is 
that this thing as set up for industrial control would leave the mili- 
tary arm free to say what men it needs, what things it wants and 
when it wants them, to contract for them and inspect them and re- 
ceive them. The military arm must not control the whole coordi- 
nating machinery. 

Senator Swanson. Let me see if I get this straight. Your propo- 
sition is this board shall call some industrialists together, which shall 
be an independent board, not under the supervision of the military 
power, except so far as they may call them together? 

Mr. Barucm. I think that can be done in conjunction with them. 

Senator Swanson. You think that can be done in conjunction with 
them, but be an independent body ? 

Mr. Baruch. Well, it could be that: however, I do not like to 
create too many new functions. I think it could be worked under 
the present law. 

Secretary HurLey. Let me suggest this to the witness: The War 
Department is not in discord with the suggestion made by Mr. 
Baruch to the effect that the central agency, in time of war, will 
not be under the military arm. 

Mr. Baruch. Quite right; yes, sir; and the only idea I have in 
mind about having this board meet now and then is that the experi- 
ence in the war by the individuals who know the atmosphere and 
how to do this thing should not be lost, but should be transferred 
on by letting them become, once a year, say, atmosphered. 1 think 
it would be a good thing for them to come in contact with the mili- 
tary, and the military to come in contact with them. 

Secretary Doak. Just one question, Mr. Baruch. Having some 
remembrance of what took place in the retail price fixing during the 
war, 1 would like to ask you one question. 

Mr. Baruc. We only fixed one retail price. 

Secretary Doak. I understand, and we had difficulty with that 
because of the construction placed in the statute of what was a 
retailer. Having due regard for the effect that retail prices may 
have on labor costs and on the morale of the civil population, would 
you suggest fixing the retail prices to the same extent you would 
the prices of raw materials? 

r. Baruca. All prices in the community would be fixed as of 
that date, you see. do not know whether you know it, or not, 
but we really did fix the price of shoes and it was to go into effect 
July 1, 1919, and we were then talking with the manufacturers of 
men's and women's garments. 

Secretary Doax. Yes, I understand that; I remember that very 
well. We attempted, however, on the other hand, to fix the price 
of wheat and did, but 1t was never reflected in the price of bread. 
We fixed the wholesale price, but it never was effective when it went 
down the line, as you remember, because of the specific exemption 
of $100,000 or less which constituted a retailer. 

Mr. Baruch. There would not be anything exempted under this 
wording. 
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Secretary Doak. That is the way I understood it and I wanted to 
be sure you are in accord with that idea. 

Mr. Barucu. Yes, sir. 

Secretary Doak. That is my idea exactly. 

Mr. Baruch. There would be no necessity for a rise in wages, 
because the rises in wages were forced upon the laboring men because 
the price of everything he bought with his wages went up. 

Secretary Doak. And we attempted, in some directions, to do that 
on the wholesale prices and when we got down to the retail prices, 
we did not do anything and it did not benefit the laborer, conse- 
quently, we had a lot of trouble about prices. 

Mr. Bartcu. That is the reason 1 want to fix all prices and stop 
spiraling. 

Secretary Doar. I wanted to understand you. 

Mr. Barutcu. Yes, sir; we are in agreement entirely. 

Mr. Corzins. Mr. Baruch, what do you think about the idea of 
creating, in peace times, an organization in the War Department 
and Navy Department, composed of officers of the Army and Navy, 
with a view to taking over and operating industry in time of war? 

Mr. Baruch. It is unworkable and impossible. 

Mr. Cornıxs. What do you think about the idea of taking men 
and putting them in the Army for three months, then putting them 
in the factories for six months, and then putting them back in the 
Army for nine months, in order better to enable Army officers to 
control and manage industry in time of war? 

Mr. Barccn. It is not necessary. The Army is meant for fighting 
purposes and industrial forces are meant for giving to the fighting 
forces what they want. 

Mr. ConLixs. And you think we ought to take Army officers and 
Navy officers out of industries? 

Mr. Baruch. Well, I would not go to the limit; but let them keep 
the contacts they now have, the visits and contacts of these various 
men to see how various things are done. I thmk they ought to be 
atmosphered in it. 

Mr. CorLrxs. Is not about the limit of what they can do the pro- 
vision of jigs, dies, gauges, and plans? 

Mr. Baruch. And designs. 

Mr. CorLnixs. And designs, so that the factories, in time of war, 
can use those plans, those jigs and dies‘and gauges for the manu- 
facture of the implements of warfare? 

Mr. Bartcu. Yes, sir. 

Mr. ConLixs. And is not that just as far as the War Department 
and the Navy Department ought to be permitted to go? 

Mr. Barrcu. I would go just a little bit further if you will let me 
explain. The question of design is very important, but the great 
question is whether they can get all of the particular things that they 
have requested. For instance, my mind recalls the question of zinc. 
They said they could only use one brand of zinc, because there was 
too much cadmium in the other brands. If they had had the proper 
contact with industry before hand, they would have known that all 
of the other brands of zinc, which the War Industries Board forced 
upon them, would have been useful in the formation of brass. So I 
think it is a question of how far you go, sir; I believe it is advisable 
and advantageous for the Army and Navy, to some extent, to get in 
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contact with industry in order to see that industry understands their 

roblems, and in order for them to understand the problems of in- 
dustry: so that they can not tell industry, “ You must give us this 
particular thing in this particular way and we won't let you change 
and put this item or material in it.” I would not let them go to the 
extent of being manufacturers, but I think it is advisable for the 
military to get enough in touch with industry to see what the diff- 
culties of industry are. 

Mr. CoLLrNs. Of course you could not go very far on that, because 
a cavalry officer is a specialist, or supposed to be a specialist in cer- 
tain work; an artillery officer in another work; ordnance in another, 
and the pilot of an airplane in another, and none of those men would 
be equipped to do anything but in a very limited way in industrial 
plants. ; 

Mr. Baruch. But there are men in the organization of the Army 
and Navy who must know what the difficulties of the industry are 
in giving them the particular things that they have to meet. 

Mr. CoLLinNs. Well, how would you give those men 

Mr. Baruch. Now, here is a recommendation I made on page 37, 
when I made my report to Congress. This is the report of the War 
Industries Board: 

The experience of the board in this respect suggests the thought that there 
should be established a large unit of specially qualified officers of the War 
Department devoted in time of peace to studies of supply programs for sup- 
positious military undertakings. As these programs always have to be based 
upon the obtainability of the supplies outlined, the bureau should be required 
to go deeply into a study of the industrial resources and possibilities of the 
country as they relate to wur needs. These studies are a military function, 
but they might have also, as a by-product, a healthy effect upon business, 

Mr. CoLLinNs. So you would have just a few of these men con- 
tacting themselves with the industry ? 

Mr. Baruch. Yes, sir. 

Mr. CoLLinNs. How many? 

Mr. Baruca. Well, that would be a question of the wisdom and 
the intelligence of the directing officers; but I certainly would have 
that contact with those officers keeping in touch with industry. 

Secretary HurLeY. Mr. Collins, will you pardon me if I ask a 
question right there. I believe I can clarify it for you. 

Mr. Couns. Just one more question, and then you can take it up. 
But you would not, under any circumstances, permit these officers 
to (ake charge of and manage industry—under any circumstances? 

Mr. Baruch. No, sir; except those that they have for special pur- 
poses. For instance, the Government has powder factories. 

Mr. Corns. Of course those are managed and operated by the 
Government ? 

Mr. Baruca. Yes, sir. ; 

Secretary HurLeY. Mr. Baruch, have you seen the War Depart- 
ment’s tentative plan on the peace-time organization ? 

Mr. Barucn. Yes, sir. 7 

Secretary HurLeY. Have you been asked your opinion as to its 
workability ? 

Mr. Barvon. Yes, sir. 

Secretary HurLeY. What is your opinion of it? 

Mr. Baruca. I have approved it, sir. 
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Secretary HurLevy. In respect to the questions asked you by Mr. 
Collins, do you know that selected industrialists throughout the 
Nation have been given reserve commissions in the Army and have 
been made a part of this peace-time organization, without cost to the 
Government ¢ 

Mr. Baruch. Yes, sir. 

Secretary HURLEY. And that the plan now set up by the War 
Department for purchasing supplies in an emergency will be oper- 
ated almost entirely by those industrialists ? 

Mr. Baruch. That has been so stated to me, sir. and when I 
lecture here, as I do have the honor and privilege every year, there 
are a great many of those reserve officers who come to those studies 
and they ask very searching questions. 

Senator RoBrxsox. Do you mean lectures at the War College? 

Mr. Bartcu. Yes, sir. 

Secretary HurLeY. Along that same line, let me ask vou one pe 
question: Regardless of the Ar my officer's professional ability as 
soldier, have vou found that intelligence on his part in regard lo 
industry has been a handicap to him? 

Mr. Barccn. No. sir. I do not see how anvbody can be hurt by 
knowledge, especially knowledge which may affect his conduct in any 
glven thing like war. 

Secretary Hcriey. Then regardless of his professional attainments 
as a soldier, you see no objection to giving him an understanding 
of the industrial problems that must “be confronted in time of an 
emergency ? 

Mr. Barucu. That is going to help him and to help industry. 

Secretary HURLEY. That is all. 

Mr. CorLiws. What do vou think of the idea of training him so 
that, in the event of war, he will take over and manage industry? 

Secretary HurLeY. The answer to that is that there is no expec- 
tation of that kind. 

Mr. CorLixs. I am asking Mr. Baruch. 

Mr. Baruch. Give me that question again now. I did not just 

et it. 
; Mr. Corurxs. Well, it is the same one I asked you a minute ago: 
Do you believe that he ought to be trained so that, in the event 
of war or emergency., he will take over and manage industry ? 

Mr. Barreca. I know of no such plans. 

Mr. CouLixs. I am not asking you about the plans; I am just 
asking you whether you believe in that? 

Mr. Baruch. My answer is this: that I do not believe that the 
military ought to run industries; but they ought to know some- 
thing about the way they are run, so that, when industry has to 
meet their problems. there will be a mutual understanding of the 
problems. They will at least then know how to talk each other's 
language. 

Mr. Corurys. But you do not believe in the militarization of 
industry ? 

Mr. Baruch. 1 do not; nor the industrialization of the Army. 

Secretary Hurtey. I may ask, do you know of any one interested 
in this problem who does believe in the militarization of industry? 

Mr. Baruch. I do not know of any and, if I did, I should fight 
them as long as the power rests in me. 
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Mr. McSwain. But the witness remembers, at a certain lecture 
he delivered at the War College, there was considerable sentiment 
manifested on the part of the then commandant of the War College 
in opposition to the sentiments just expressed by the witness, who 
said that the civilian power, as he has said here to-day, should 
always determine what should be done by industry, the peony in 
which commodities should be supplied and transported, and the 
commandant of the War College remonstrated, with great ener 
and vigor, that any civilian should ever be permitted to tell the 
military establishment when and what it should do, and you com- 
batted that with great effect. 

Mr. Baruch. Yes, sir. 

Mr. McSwain. And are still combatting it. 

Mr. Baruca. The only thing the military should say is what 
they want, because they have to fight with it; they should say what 
they want and when they want it and sign the contract, and inspect 
it and use it; but it is for the industrialists to say where they should 
get it and the conditions under which they should get it and, in 
getting it, protect the civilian population in its necessities. To my 
mind the line of demarcation is perfectly plain, but I can see no 
objection to the military man studying industry, and particularly 
a man who might be a shop man, any more than I can see objec- 
tion to the industrialists studying the military viewpoint, in order 
to be able to meet on a common ground, with a common language. 

Mr. McSwain. The suhed gentleman who has been so 
greatly informing us by his experience, insisted at that address which 
I attended, as I always attend any occasion where the distinguished 
gentleman is to speak, if I have the opportunity, maintained there 
with the same energy that he does to-day, that the civilian authority 
should always remain in control of industry, and that labor should 
never be conscripted; but I simply call the attention of the gentle- 
man and those present to the fact that there was a contrary view 
expressed at that time among certain personnel present, and that 
we must be constantly on the alert for fear that view should tres- 
pass beyond its proper bounds. 

Mr. Bartcn. Quite right, sir; yes, sir. 

Mr. McSwarn. Now while I have your attention, Mr. Baruch, may 
I ask your attention to page 16 of this magnificent and compre- 
hensive analysis of the great problem, for which not only are we 
indebted and not only the country but I apprehend posterity will be 
profoundly indebted to the gentleman. You speak of these three 

at agencies for the exercising of the powers of control over 
industry in time of war, but did not express what part control over 
transportation had to do in the exercise of the right of priorities. 
Was not the right to control transportation a dominant force? 

Mr. Baruch. Yes, sir; and that would be centered in this 
chairman. 

Mr. McSwain. Yes. 7 

Mr. Barucu. To control priority. As I said, we learned by 
errors of omission and commission what had to be done and one of 
the last orders the President of the United States gave was that 
no commandeering order should be issued by any department, which 
had the statutory right from the Congress, except on approval of 
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the chairman of the War Industries Board; it was necessary that 
transportation should be under the same regulation as the others; 
because transportation is as important as labor, manufacuring re- 
sources, finances, or raw materials, and the idea of the controlling 
authority was to synchronize the whole thing. Have I answered the 
question ? 

Mr. McSwain. Yes; so far. Now the control of transportation, 
in aid of the priority principle, was easy during the last war, due to 
the taking over of the railroads under the Railroad Administration? 

Mr. Baruch. Yes, sir. 

Mr. McSwain. Could you explain to us how the same principle 
might be applied with equal or pratically equal facility and efficiency, 
without the actual taking over of the railroads by the Government ? 

Mr. Baruch. Well, I have thought about that problem a great 
deal and I am going to answer in this way: You know the reason 
that the railroads were taken over; you are probably all familiar 
with that, but I am going to repeat it. It was because of the finances 
of the railroads. It was difficult, in the circumstances, for the rail- 
roads to finance themselves; it was difficult for them to conduct 
themselves, because all of the activities were subject to instantaneous 
and changing plans of the War Department in the movement of 
troops and the movement of materials to the seaboard. For instance, 
there was a time when the eastern trunk line railroads were almost 
stopped from moving a large amount of freight, because the ports 
were so loaded that they could not even wiggle, and things were di- 
verted to other ports and those railroads lost that traffic and others 
gained it. That was the reason for the Government taking them 
over and equalizing it, and I think they guaranteed them a three 
years’ program. But whether the railroads remained under their own 
conduct, which I am inclined to believe in, because I do not like to get 
the Government too much in anything, they should function idee 
their own war administration, or war committee, or whatever you 
may call it, subject to the rules and regulations of the central or- 
ganization. Does that answer your question, sir? 

Mr. McSwain. I think so. In other words, you could apply the 
licensing system and have an indirect control of the transportation 
system, by issuing nothing at all except a license. 

Mr. Barucu. Yes, sir; the transportation can be controlled and 
conducted like any other industry. . 

Mr. McSwarn. Exactly. One other question, and then I will 
desist —— 

Mr. Baruchm. I did not go into as many details as I might, because 
I wanted to avoid having you listen to too long an argument. 

Mr. McSwarn. Would you think it desirable to add a brief sen- 
tence to your proposed statute, expressly conferring power upon the 
President to set up such agencies as in his judgment might be neces- 
sary for the purpose of exercising, in his name and on his behalf, 
the very powers hereby conteo 

Mr. BarucH. Quite right, sir. 

Mr. McSwarn. That is all; thank you. 

Mr. CoLnLins. Mr. Baruch, in answer to a question of the Secre- 
tary of War, you gave approval to the plans for industrial mobi- 
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lization which I have in front of me. Have you read the industrial 
mobilization plan of the War Department? 

Mr. Baruch. I have had that, but I have not digested it all. The 
plan I have before me is a diagram which General Moseley has given 
me showing the set-up carrying out ideas I have suggested to them. 

Mr. CoLLiNs. You do not want this commission to infer you have 
given your approval to this plan as it has been submitted ? 

Mr. Baruch. I have not gone into that, so I can not pass any 
judgment on that. 

Mr. Corns. 1 did not want you to commit yourself on some- 
thing I am satisfied you do not approve of. 

Mr. Baruca. But I do commit myself on the general plan General 
Moseley has shown me, based on some suggestions I have made to 
him, showing the set-up of how the thing would function and, if 
you give us these statutory powers, I know that will function. I 
might change it in some respects, but I think the general idea is 
copying and going along the lines of our experience. I have been 
given that plan; the Secretary of War was good enough to give it 
to me, but I was so hurried in the preparation of this memorandum 
that I have not had an opportunity to read it. But he was good 
enough to give it to me. 

Secretary HurLeyY. I wish you would look at it at your conven- 
ience, Mr. Baruch, because I think it agrees almost completely with 
the testimony you have given here to-day. 

Mr. Corns. The reason, for instance, I asked that question, is 
that we turn over here to Chart No. 9 and it says: 

Functional control of labor in war. Mission: To insure that, primarily, war 
industries and, secondarily, industries catering to essential civilian require- 
ments are able to secure and maintain adequate forces of labor, skilled and 
unskilled, to accomplish their missions. 

Now, in the first place, we have functional control of labor in war 
in this plan. Whatever that is may be a debatable question. Sec- 
ond. we have missions, to insure an adequate supply of labor, and so 
forth. But the only commonly well-known way of insuring an 
adequate supply of labor is by drafting them. Later on, over here, 
there is furnished us a proposed bill which undertakes to draft all 
men. Those between certain ages would be in the Army, but it is 
a general draft law. From the testimony you have given, I have 
been led to believe that you are against the drafting of labor. 

Mr. Baruch. The conscription of labor. AM labor—and by 
“labor,” I do not contemplate, I do not visualize, the narrow form of 
every man who labors with his hands; but in the drafting of the whole 
civilian population, that covers everybody—not alone the people who 
work with their hands, but the people who work otherwise. 

Mr. Cotzins. I understand. I am using “draft” in the sense of 
conscription. I have taken your testimony to mean you are opposed 
to the conscription of labor. 

Mr. Baruch. I do, sir; but in the draft act and “ work or fight” 
act 

Mr. CoLLins. It looks to me, from the reading of this mobilization 
plan, that the War Department’s mobilization plan has in mind the 
conscription of labor. 

Mr. Baruch. If it does, I am opposed to it. 
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Secretary Doak. Have you any particular opinion as to the relative 
efficiency of the railroads which were taken over during the war, and 
that of other industry that was not taken over formally by the 
Government ? 

Mr. Baruca. Well, I do not think you could make a fair criterion 
for this reason : The railroads were already suffering from difficulties 
and discussions they were having with the Government and they did 
not know just where they stood and they had been affected by the 
decline in business. You remember, we had what looked like a very 
bad decline in business in 1913 and 1914. And, another thing, the 
railroad employees are more or less skilled men and trained men and 
they were being bid for by everybody. Everybody wanted the rail- 
road men. The shopmen could go into the factories and earn two 
or three times what they were getting, or go into the shipyards and 
earn two or three or four times. The problems of the railroads were 

uite a little bit different from most any other industry. However, 
the difference is not suflicient to change my opinion about their being 
conducted like any other industry. 

Secretary Doak. Of course, it always has been a debateble ques- 
tion with me, having been associated with the railroads, as to whether 
or not that was the best method. 

Mr. Baruch. As I said, sir, I think the railroads went in—I 
know a little about it—because it had become a financial problem 
and not an economic problem with them. That is the reason I 
think they were put under the Secretary of the Treasury, or some 
independent body, independent of any department of the Govern- 
ment. 

Secretary Doax. As a general proposition, do you think industry 
can be handled, including transportation, without a formal taking 
over by the Government ? 

Mr. Barucu. Without a formal taking over by the Government; 
yes, sir. 

Secretary Doak. That is all. 

Secretary Hurley. In order just to clarify one point, I would like 
to say, in answer to Mr. Collins’s suggestion, that the War Depart- 
ment has not approved any suggestions of the form of legislation 
on this subject. 

Mr. Coxturns. Well, I did not say that they had approved it, but 
we have before us a draft of a bill for industrial mobilization which 
I suppose has been submitted for our approval. I do not know of 
any other reasons for its submission, and the way I read it, it con- 
templates the conscription of labor. 

Secretary HurLeY. What that is, let me say, is a study of the 
various measures proposed by the soldier organizations and an 
analysis of them. I repeat that the War Department has not pro- 
posed to this body any form of legislation of which it has recom- 
mended the adoption. That is all, Mr. Baruch, and on behalf of 
the commission, I want to thank you for the splendid service you 
have rendered. 

Mr. Baruch. It has been a very pleasurable duty. 

(The commission thereupon adjourned until Monday, March 9, 
1931, at 10 o’clock, a. m.) 


WAR POLICIES COMMISSION 73 


Monpay, Marcu 9, 1931. 


The commission met at 10.30 o’clock a. m., March 9, 1931, in the 
minority conference room, Senate Office Building, Washington, D. C., 
Hon. Patrick J. Hurley (chairman) presiding. 

Secretary HurLey. Gentlemen, we have as the first witness this 
morning Admiral Samuel McGowan, United States Navy, retired. 
Admiral McGowan was Paymaster General of the Navy during the 
World War and has an intimate knowledge of the economics of the 
war, in so far as it affected the Navy, and a general knowledge of 
the entire economic situation. Just proceed in your own way 
Admiral. 


STATEMENT OF ADMIRAL SAMUEL McGOWAN, RETIRED 


Admiral McGowan. Mr. Chairman and gentlemen, although I am 
here this morning in immediate response to your very courteous 
invitation, I want to tell the plain truth from the start and say that 
I “ wished ” myself on you. I wrote to the chairman begging him to 
let me come here; and so I am not at all an unwilling witness but 
just the opposite. 

I started some years ago not particularly to win the $50,000 from 
Mr. Bok, but because I thought I knew something about war and 
hoped to help accomplish something for peace. So I worked for 
weeks and weeks and weeks to try to put in something that would 
at least be read by the committee (the Bok committee) about eight 
years ago. 

I think I was limited to 5,000 words. My effort was all on one 
typewritten page; it was a little over 300 words. At least it had the 
soul of wit. But I do not think they ever read it. Now, since then 
and before now, this plan of mine—which, with your permission, I 
shall presently read—has been hawked around all over the country. 
I have offered it to preachers, and they said, “Oh, it is fine,” and 
they filed it. I have offered it to the “ peacemakers ” and they did 
not answer; they were too busy. I won’t name any names of people 
who have turned it down, it being easier to tell you the names of 
those who have not. So, if in your wisdom you see fit, when I have 
finished, to put me down just as a harmless crank, I shall be sorry; 
but I am here to do my duty and I propose to do it. 

Nobody has ever taken any interest in it at all, except to say that 
“it is fine,” and then either to file it or to throw it in the wastebasket. 
Most of the people did not even read it; I know that. 

This is it; with your permission, sir, I will read it: 


THE WAY TO WORLD PEACE 


Amend the Constitution of the United States now so as to require 
that, before war can be declared or participated in (except only in 
the event of attack or invasion) there must Es a referendum; that, if 
the majority of the votes cast are for peace, there the matter ends; 
that, if the majority be for war, every ablebodied male citizen be- 
tween the ages of 18 and 35 shall be drafted for service and that, 
from the day war is declared until peace is finally concluded, there 
shall be no increase in any price or wage. 
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That is all. Now may I go ahead with my argument, sir? 

Secretary HurLey. Yes, sir. 

Admiral McGowan. That is the plan—referendum; draft for mil- 
itary service; no increase in price or wage. That is all. Constitu- 
tion; not statute. And the reason I suggest that is that a statute, 
as you all know, can be made and unmade with a reasonable degree 
of promptness. 

When a thing gets into the Constitution, it takes a long time and 
a lot of work to get it out. If anybody doubts it, ask mv friend 
George Tinkham, Member of the House from Massachusetts. He 
is an authority on that. 

Our best contribution toward world peace ought to consist in mak- 
ing it most difficult for us to become involved in war; and with 
public opinion consulted in advance and with plans already worked 
out and well understood for effectually controlling both labor and 
capital and thereby eliminating the element of sordid self-interest 
by putting profiteering out of everybody's reach, the possibility of 
the United States engaging in another war should attain the irre- 
ducible minimum consistent with national honor. 

Ours is a popular form of Government of the people, by the peo- 

le, for the people, and the majority is supposed to rule. If the 
Nation be at any time in actual danger, its citizens can safely be 
trusted to rallv to its defense; but equally surely may thev be relied 
on not to be suddenly stampeded by ill-considered war enthusiasm. 

By amending its own C, as outlined, and thus settin 
a practical example—which every other nation could and many, i 
not all, might follow—the United States would be taking its place 
and doing its share toward preserving world peace. 

That is my story; I believe I have the answer. Indeed I am so cer- 
tain I have the answer that I asked to be allowed to come here and 
be cross-examined, prodded, treated any way that in vour wisdom 
you see fit to treat me; but please, gentlemen, think over the sugges- 
tions I have made—not because they are mine, because the author- 
ship amounts to nothing; but, if they are worth while, please give 
them such consideration as you think they deserve on their merits. 

That is my story, sir. 

Senator RorıNsox. Your first proposal, Admiral, is to take from 
the Congress the power to declare war and to require, in all cases 
save in cases of invasion or attack, a referendum as to whether war 
shall be carried on. Is that correct? 

Admiral McGowan. Yes, sir, and no, sir. It is not for the pur- 
pose of taking from Congress anything, but simply to give Congress 
the last word from the people before Congress declares war. 

Senator Roprnson. I understand; but the Congress now has the 
power to declare war. 

Admiral McGowan. Yes, sir. 

Senator Roprnson. And you would change that? 

Admiral McGowan. Make a condition; yes, sir. 

Senator Rosrnson. I just want to see if I understand your propo- 
sition. 

Admiral McGowan. That is correct, Senator. 

Senator Rosrnson. Is it not a fact there would be difficulty in 
determining when a referendum would be required? I am not com- 
bating the fundamentals of your thought—— 


~ 
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Admiral McGowan. I understand you, sir. 

Senator Rosinson (continuing). But is it not true that, in every 
war in which the United States has engaged, it has been regarded by 
the political authorities as a war of defense? l 

Admiral McGowan. Unquestionably; but “ defense,” Senator, is a 
very big word. l , 

enator Roprnson. I know that. Now what I am trying to arrive 
at is, first, how would you determine, by what processes and agencies, 
when a referendum is required and when it is not required, in order 
that the country may go to war? 

Admiral McGowan. I think that is a question which may safely 
be intrusted to the President of the United States. 

Senator Rosrnson. You would leave that to the President? 

Admiral McGoway. Yes, sir. 

Senator Roprnson. Would you attempt to define, either in the Con- 
stitution or by statute, the conditions that would control his discre- 
tion? 

Admiral McGowan. No, sir. 

Senator Rogsinson. You would leave unlimited authority in the 
Executive? 

Admiral McGowan. Yes, sir; would leave everything as little 
changed as possible. 

Senator Rosrnson. Now, with respect to putting into effect a price 
limitation, you would fix that as of the date war is declared, as I 
understood you? 

Admiral McGowan. Yes, sir. 

Senator Roprnson. What would be the advantage in taking that 
time, over a fixed period in advance of the declaration ? 

Admiral McGowan. No advantage whatever; it is just a day. 

Senator Rosrnson. Just a date? 

Admiral McGowan. Any date is just as good as any other date; 
baer as Mr. Baruch said, you “freeze” it, nail it down and 

eep it there. 

Senator Rosrnson. The object is to freeze prices? 

Admiral McGowan. Yes, sir; and keep them “ frozen.” 

Senator RoBINSON. So as to make certain there would be no mer- 
cenary influences working to bring the country into war? 

Admiral McGowan. To eliminate cupidity and sordidness; yes, sir. 

Senator Rosrnson. Admiral, I do not remember whether you are 
a lawyer or not; pardon me for making the suggestion. 

Admiral McGowan. I will have to answer that “yes and no.” 
I was admitted to practice law 40 years ago, and I have never lost 
a case because I never had one. 

Senator Roprnson. Have you any opinion as to whether it is within 
the power of Congress to enact a law freezing, as you used the term, 
prices upon a prospect of war? 

Admiral McGowan. Senator, as you know much better than I, 
when war time comes, all bets are off. . 

Senator Ronson. Yes; I know. 

Admiral McGowan. There are no politics (I mean partisan poli- 
tics); they are all patriots. A few of them not in Congress spell 
patriotism with “ p-a-y;” but they are out of Congress. The Sen- 
ators and Members of the House are all American then; they are 
not Democrats or Republicans; and what they do then is not what 
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they do now, as you know the history of legislation. You can not 
get in peace time what they offer you in war time. 

Senator Rosrnson. But that does not answer the question. 

Admiral McGowan. I will apologize; I will try to get back to 
the subject. 

Senator Rosrnson. It is probably my fault in the way I stated 
the question; but you have spoken of the necessity of amending the 
Constitution. 

Admiral McGowan. Yes. sir. 

Senator RoBixson. In order to require a referendum. 

Admiral McGowan. Yes. sir. 

Senator Rcoprnson. A referendum of the people whether there 
shall be war? 

Admiral McGowan. Yes, sir. 

Senator RoriNsox. What I am trying to ascertain is vour opinion, 
if you have one, whether the Constitution, as it 1s now written, 
would enable the Congress to pass the other legislation to which 
you have referred, namely, laws regulating prices, without limit ¢ 

Admiral McGowan. It is my opinion that it would be constitu- 
tional; but I know it will be if you change the Constitution to make 
it so, and that is this plan of mine—constitutional; not statutory. 

Senator Rosrnsox. The whole proposition is to amend the Con- 
stitution. 

Admiral McGoway. The whole thing is constitutional, yes, sir; 
the idea being not to arrange for a “ perfectly good war,” but to 
show up war in its plain, naked ugliness in advance, so that nobody 
will want it. This is a war prophylactic; not war control; it is to 

revent it, not to run it; to let everybody know—* now here, fellows; 
hele is all you are going to get out of it.” If they won’t get any- 
thing at all, they won’t want it. 

Senator Rosrnson. You think, if it were left to the people gener- 
ally, there would be very little likelihood of their voting for a war, 
except in case of actual invasion? 

Admiral McGowan. If there were invasion, they would not have 
to vote; they would be actually at war. I know what you think; 1 
know the mothers and people back home where you and I come from. 
They do not believe in war if they can help it. Now, if it is pushed 
on them, they will fight; but they don’t want to start anything. I 
do not mean particularly your country and mine; New England is 
the same way; Oklahoma and California the same; and, if the people 
back home can be heard from—and specifically the mothers—I know 
they do not want war in this country, or any other country. 

Senator Rosrnson. That is what I am asking, if it were left to a 
vote of the people, there would be very few wars, would there not? 

Admiral McGowan. The only good wars we ever have are those 
that do not happen. Some unkind person said that about the In- 
dians; but that is a slander on the Indian. There are plenty of 
Š good Indians ” besides “dead ” ones; but the only good war is a 
war that don’t take place; and it will never take place in this or 
any other country, if the people back home, the mothers, not only in 
the Bible belt, but all through this country, are allowed to say. 

Senator Roprnson. I am tempted to ask you what you mean by 
“ Bible belt ”? 
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Admiral McGowan. Where you come from and where I come 
from and where Mr. McSwain comes from. 

Mr. McSwarn. I wish to ask the admiral if what he read there is 
the ae proposal submitted by him to the Bok Peace Prize Com- 
mittee | 


Admiral McGowan. Why, that is the most of it. 

Mr. McSwain. I wonder, then, if some of the journals did not 
misrepresent the plan in part, at least. 1f 1 remember rightfully 

Admiral McGowan. Oh, yes, sir; pardon me. I would not try to 
fool you for the world, because you would catch me. [Laughter.] 

Mr. McSwarn. Go ahead and let us see what is in your mind. 

Admiral McGowan. I remember what you mean; I had some- 
thing else in there. It was to make everybody sign his ballot; that 
is what you are speaking about—to make everybody sign his ballot 
for purposes of identification and then, when they called them out, 
to call out first those who voted in favor of the war. [Laughter.] 
There was a Methodist preacher who talked me out of that. I do 
not know why, but he did. Then I had in there, too, about drafting 
women; and I do not remember who it was talked me out of that. 
Then I had in there to draft labor and to cut down all profits to 5 
per cent. The reason why I changed that, Mr. Congressman, was in 
the first place that I heard some mutterings about “ militarizing 
labor.” “ commercial servitude,” and that kind of thing. Well, bless 
your heart, that never entered the back part of my head. I quit 
cold right away. And that price and wage limitation substitute was 
stolen bodily from Mr. Baruch’s testimony. That is what you mean. 
Now we get back to where we were originally. 

Mr. McSwain. Yes; I am coming right back there now. 

Admiral McGowan. I would not lke to fool you. 

Mr. McSwarn. If I remember rightly, your duties as Paymaster 
Sardar of the Navy included the duty of purchasing, as well as 
paying 

Admiral McGowan. Yes, sir. The paying was a very small func- 
tion. 

Mr. McSwain. You were the purchasing agent for the Navy? 

Admiral McGowan. Yes, sir. 

Mr. McSwain. And, as such, purchased in the aggregate how many 
dollars? worth of supplies for war purposes, rough , would you 
estimate ? 

Admiral McGowan. Well, it ran into the billions, I should say. 
I remember the supplies that were purchased by my office were some- 
thing over $32,000,000 in one day. That had nothing to do with 
cost-plus contracts or shipbuilding. The $32,000,000 was for muni- 
tions and stores. It was a pretty lively place there for a while. 

Mr. McSwain. Well, if I remember rightly, there were no in- 
vestigations of the kind of contracts that came out of your office? 

iral McGowan. The Government has been sued a number of 
times since I left there about contracts that were made by me; but I 
am proud to say that the Navy was always the defendant. My 
orders to my people were: “ Get at least what you pay for.” 

Mr. McSwarn. To get goods for what you paid them? 

Admiral McGowan. At least. 
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Mr. McSwary. And more, if possible? 

Admiral McGowan. Well, I would not say that. [Laughter.] 
But we have been sued a number of times. 

Mr. MoSwarn. Now, in connection with that, I wonder what sig- 
nificance we are to give to your words “ cupidity and sordidness.” 
In connection with the purchase of hundreds of millions of dollars’ 
worth of goods, did you discover, even in the patriotic days of war, 
that there are people who have a spirit of cupidity and sordidness? 

Admiral McGowan. Well, there was one fellow who sold me some 
kapok mattresses that were supposed to stand the weight in salt 
water, I think it was, of one average man for 24 hours without sink- 
ing. I have not the figures before me, but my recollection is they 
sank without anybody on them in two or three hours. They did not 
have any kapok in there at all; it was cotton. That is one of the 
things 1 ran up against. 

Mr. McSwarx. That is one of the things you mean by “cupidity 
and sordidness ”? 

Admiral McGowan. I would say that was at least acquisitiveness. 

Mr. McSwain. Now you as purchasing agent for the Navy and 
Mr. Baruch as chairman of the War Industries Board had such a 
varied and such a far-reaching experience with the civilian popula- 
tion, as well as the military forces in time of war, 1 think there 
should be no other two men in America better qualified to speak 
from first-hand knowledge than you two, and I am asking you if 
you have read his statement made before this commission, or have 
you read a brief of it, the statement he made here in Friday last, 
‘taking the profits out of war,” and to what extent you can corrobo- 
rate his views or in what particulars you differ from him? 

Admiral McGowan. I have not read his statement, Mr. Congress- 
man; but I have read a very exhaustive report of 1t in the New York 
Times which I know to be correct, because it was in the New York 
Times, and I read it over, I think, six times; it might have been 
seven. Every time I read it, I thought more of it. I think it is a 
marvelous presentation. Of course, there were many things that 
came within Mr. Baruch’s purview that were Greek to me; I did not 
know anything about it. It is like when people ask me ¿bout this 
London treaty. It is away up in another realm; I know nothing 
about it. But I trusted the people who made it, and I feel sure it 
must be all right. That is the way I think about Mr. Baruch’s far- 
reaching and far-flung statement. He told you a lot of things about 
the war that I never heard of before. You see, I think in terms of 
the Navy; Mr. Baruch thinks in terms of the United States and the 
world. As to his plan, I think it is superb provided we are going to 
have a war. It would be an honorable war if you would run it that 
way, provided you are going to be sure to have B. M. Baruch or 
Daniel Willard or Frank Scott here to run it. I do not say they 
are the only three supermen in the United States, but they are three 
I know about. It broke Frank Scott down; it wore Daniel Willard 
out, and then Mr. Baruch came along and got away with it. They 
are all three marvelous, wonderful. But I do not believe in any plan, 
gentlemen, that takes any one man to run it; I do not believe in a 
1-man plan, and I much less believe in a superman plan. While Mr. 
Baruch, of course, is older than I am, he is quite a young man yet 
and, if he will give you an indemnity bond to live forever and run 
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that plan, I am for it. Otherwise, not. He says “ freezing prices.” 
That is where I stole this thing from—* no increase in any price or 
wage.” That is stolen bodily from Mr. Baruch's very orderly and 
most excellent dissertation. 

Mr. McSwain. That is about the highest compliment you have 
paid him—the fact that you have purloined part of his plan. 

Admiral McGowan. It is not the first time I purloined anything 
from Mr. Baruch. I got credit during the war for many things Mr. 
Baruch did, and I never told anybody any better. [Laughter.] 
That is my business. 

Mr. McSwarx. Then it is interesting to find, from your experience, 
which you prefaced by saying is so limited and which we know is 
rather varied and expansive, that in certain points you do concur 
with Mr. Baruch. 

Admiral McGowan. Absolutely; on every point 100 per cent, as 
far as my limited vision permits my entertaining any intelligent 
opinion. But I think in terms of the Navy; he thinks in terms of the 
United States and the world. But there is one thing, with all pos- 
sible deference and respect—and I have so much respect for that man 
that it amounts to reverence—I think he did not quite go deep enough 
when he was talking about a statute. A statute comes and goes; but 
the Constitution doesn’t change overnight. Ask George Tinkham! 
Get it in there, and it sticks. 

Mr. Haptey. Admiral, going back to your first premise, a referen- 
dum = a condition precedent to war; I understood you would make 
It so 

Admiral McGowan. Yes, sir. 

Mr. HanpLey. However, in reference to that again, you would 
amend the Constitution first to provide for that? 

Admiral McGowan. Yes, sir. 

Mr. HapLeY. And the power of submission of the referendum 
A lodged in the President, under the terms of the Consti- 
tution 

Admiral McGowan. I think the details might safely be left to 
Congress. ' 

Mr. Hapey. I understood you to say, in answer to Senator Robin- 
son, you would place that power in the President ? 

Admiral McGowan. Well, he is the biggest man we have got. 

Mr. Haney. Yes; and you would have it submitted to the people 
through the President ? 

Admiral McGowan, Yes, sir; over the radio. 

Mr. Haney. Now the terms of the Constitution at present are not 
self-executing, are they? 

Admiral McGowan. No, sir; they have to pass laws to define how 
to do things. 

Mr. Hanptey. As, for instance, take the last illustration of a con- 
stitutional amendment, well known; the Volstead Act was enacted to 
give effect to the eighteenth amendment. 

Admiral McGowan. What act is that, sir? 

Mr. Haptey. The Volstead Act was enacted with a view to giving 
effect to the amendment which the people wrote into the Consti- 
tution. 

Admiral McGowan. Yes, sir. 
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Mr. Haney. And so with every amendment? 

Admiral McGowan. Yes, sir. 

Mr. HapueY. And every constitutional provision ! 

Admiral McGowan. Just so. 

Mr. HapLey. Now is it your thought you would divest Congress 
absolutely of every power under the Constitution to express itself on 
the question of war! 

Admiral McGowan. No, sir; not at all; just the opposite. 

Mr. Haptey. How would you arrange that in connection with the 
referendum the President is to submit to the people? I want to get 
the machinery of operation. 

Admiral McGowan. Yes, sir. I am glad you asked me. 

Mr. Haptey. I would be glad to get that. 

Admiral McGowan. I was thinking so much about that referen- 
dum that I neglected that part of it, sir; but, if you will permit me 
to work along with you, I think we can evolve something. 

Mr. Haptey. That is why I asked the question—to develop the 
subject. 

Admiral McGowan. It was very radical, of course, to have sug- 
gested any change like that requiring a referendum in advance: but, 
as a matter of fact, it is onlv that the agent may get the principal's 
last instructions. It is finding out from the stockholders at home 
what they want the directors to do in this meeting here: and I had 
not really considered it, because I thought it was going to be a real 
fight over the question of a referendum, my idea not being to take 
away from anybody anything except what was absolutely necessary 
and then only to take away the minimum and leave everything 
exactly as it is except not to vote on it in Congress unless and until 
the people back home said they wanted them to do it. I had not 
thought of the details. I think if the President did that. if the 
President radioed all over the country in a nation-wide hook-up. 
inside of 24 hours you could get an expression from the people. That 
is my opinion. 

Mr. Haptey. You think it would be better to leave the question of 
submitting the referendum to the people to one man, instead of 
leaving the question of submitting it to the joint judgment. of 531 
immediate representatives of the people ? | 

Admiral McGowan. No; I do not think so. I think my point 
there is pretty weak. 

Mr. HanuLeEy. I wanted you to think it over. 

Admiral McGowan. Well, I have already thought enough; you 
have got me on that. It ought to originate in Congress, of course. 
My answer was as to the channel through which it should be sub- 
mitted to the people rather than the decision as to whether to submit 
it. I got a little mentally tongue-tied right there. Now, of course. 
your idea is better. As the Bible says, “ In a multitude of counsellors 
is wisdom,” and this thing is very serious. If the situation be menac- 
ing, Congress is not going to delay. Congress never does on a situa- 
tion that is vitally serious, 

Mr. Haner. So, if the question of submitting the referendum, 
having been predetermined by amendment to the Constitution, was 
up, these representatives of the people, both in the Senate and the 

ouse, under our system, are in very close contact with the people 
they represent. 
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Admiral McGowan. They are supposed to be; yes, sir. 

Mr. Haptey. They would have a better opportunity to have the 
peared judgment of the people, than the President himself, per- 

aps. 
eee McGowan. They ought to; yes, sir; there are more of 
them. 

Mr. HapLey. And, upon reflection, you alter your original state- 
ment to that effect ? 

Admiral McGowan. 1 certainly do; I think that would be much 
better, and I admit my other one was half-baked. 

Mr. Haney. One other thought in connection with your premise 
is the question of the time that is involved in securing the expression 
of the people upon a referendum. Assuming a case of invasion, such 
as Senator Robinson has assumed, an actual invasion at the door 
and no power to combat it until the people have so ordered by ex- 
pression through referendum and appropriate action taken in pur- 
suance thereof, now you recall, no doubt, that in submitting matters 
to the people they are sometimes pretty slow in coming back with 
their expression upon it? 

Admiral McGowan. Yes, sir. 

Mr. Haptey. For instance, in submitting amendments to the Con- 
stitution, they have been so slow in some instances that in a number 
of the later amendments Congress has thought it prudent to put a 
time limit upon the people and has said, “ This shall be ratified, if at 
all, within seven years.’ 

Admiral McGowan. Yes, sir. 

Mr. Haptey. Now, in submitting the question of referendum to the 
people, through what agency would you have the decision come 
back—through a direct vote or through the representatives of the 
people in the States, and what is the machinery by which you would 
effect the hastening of the expression of the public? 

Admiral McGowan. You mean on the referendum ? 

Mr. Haptey. Yes. Remember there is an invasion at the door, now. 

Admiral McGowan. Well, Congressman, my proposition says “ be- 
fore war can be declared or participated in, except onlv in the event 
of attack or invasion.” That declares war for us; we do not have to 
declare war. 

Mr. HapuLey. Was that a part of your statement—except in case of 
attack or invasion ? 

Admiral McGowan. Yes, sir. 

Mr. Haptey. Well, I overlooked that phase of it. 

Admiral McGowan. If you will permit me to answer your ques- 
tion in brief 

Mr. Haptey. Yes. 

Admiral McGoway. In general, I say I do not think you will have 
any delay on a cael like that; but every day they do not vote for 
war is a day gained; because, whether you do have a referendum or 
declare war with or without a referendum, it is signing the death 
sentence of the young manhood of the United States; and so grave a 

uestion as that might well be delayed for seven years, or seventy 
times seven years. The longer they do not declare war, the better 
off we are. 

Mr. Haptey. This amendment you propose to the Constitution 
would not be any more self-executing, without legislation subsequent, 
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than in the case of any other amendment, would it? In other words, 
do you mean you would have the President give effect to the expres- 
sion of the people at once, or would you have that done again, after 
all, through the instrumentality of Congress? 

Admiral McGowan. I should think it should originate in Congress 
and the referendum should be submitted through the President. It 
would expedite it to have a nation-wide hook-up to-night and let 
them vote to-morrow. You would know by to-morrow night. 

Mr. Hapriry. Where would you place the declaration of war, then, 
in the President or in Congress after the referendum ? 

Admiral McGowan. Oh, in Congress, where it belongs. The Presi- 
dent would only be the dispatch agent out and in, but he could cer- 
tainly be trusted to give the country the facts and to state the facts 
to Congress; but leave all the power now where it is except to give 
the stockholders at home an opportunity to express their wishes up 
to date to be made known through the directors, their agents, in 
Congress. That is all. 

Mr. CoLLinNs. Now, Admiral, a referendum is an act of the entire 
people. Every referendum at all that I know of provides that a cer- 
tain proportion of the people shall petition for a referendum. In 
other words, if it is going to be a referendum of the people, the 
people should originate it and not the public officers. Would you 
have any objection to that? 

Admiral McGowan. No, sir; no objection at all, provided you just 
let the people back home have a shot at it in advance. That is all I 
am after. 

Mr. Coturns. Now, with reference to the fixing of prices, in the 
event of war, do you think the prices should be fixed as of the date 
of the beginning of the war, or do vou think they ought to be fixed a 
month or 12 months in advance of the war, or at a time when the 
people did not know we were going to have a war? You say at the 
date of the outbreak of the war. The people generally may know we 
are going to have a war 

Admiral McGowan. And be “all het up.” 

Mr. CorLins. And prices may be on an upward trend at that parti- 
cular time. 

Admiral McGowan. Very much; yes, sir. 

Mr. CoLLINs. So you think it ought to be—— 

Admiral McGowan. Date it back 90 days. 

Secretary Doak. In fixing the prices, would you have the retail 
prices fixed the same as the wholesale prices? We had some diff- 
culty during the last war about being able more or less to control 
wholesale prices and not being so successful in controlling retail 
prices. What would be your thought, if we went into price fixing— 
to fix retail prices as well as wholesale prices? 

Admiral McGowan. Yes; both. This very pretentious offering 
of mine here says “ from the day war is declared until peace is finally 
concluded there shall be no increase of any price or wage,” “ price ” 
meaning for rent, articles furnished, and services rendered and 
“wages ” meaning qu what it says. 

Secretary Doax. You no doubt remember we had some difficulty in 
controlling retail prices? 

Admiral McGoway. Yes, sir. 
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Secretary Doak. More so that we did wholesale prices? 

Admiral McGoway. I certainly do. 

Secretary Doar. And it has always been my thought that we 
should control retail prices, the same as wholesale prices, particularly 
because of the effect 1t would have on wages. 

Admiral McGowan. Certainly. Just like the price of wheat is 
way clown now and the price of bread way up. 

Secretary Doak. We had the same experience during the war; we 
fixed the price of wheat, the wholesale price of flour, but it never 
affected the price of bread. 

Admiral McGowan. Quite true. We did not carry it far enough. 
But this says “any price.” That includes wholesale, retail, and in 
between. Now, what I have written here, you understand, sir, is 
crude; and I have been smacked down so many times on different 
corners of it that I have changed and changed it; and, if you really 
consider this, it needs to be polished off, and you want a real lawyer 
and not merely a man who, though a member of the bar for 40 years 
has never had a case; but I mean the substance is there if you will 
only put it in the right form subject to every one of these suggested 
changes. Every one of them is good. 

Mr. Corns. Objection to your proposal as I see it is that it practi- 
cally would prohibit war. 

Admiral McGowan. That is exactly what I want. The only good 
war is the war we keep out of. 

Mr. CoLLiNs. And most of the people of the United States do not 
want that to occur. 

Admiral McGowan. Do not want what, sir? 

Mr. Corns. Most of the people of the United States do not 
want you to prohibit war. 

Admiral McGowan. You think not? 

Mr. CoLLiws. That is my deliberate judgment. 

Admiral McGowan. Well, I have never run across anybody yet 
who wanted war for himself. He is perfectly willing to let the 
other fellow fight, but not many of them want to make war for 
themselves. And, as for the generals and admirals, a lot of people 
think they are just itching for a fight. They are not; they know 
that Sherman knew what he was talking about when he said, “ War 
is hell.” These men are preparing for it all the time so that, if it 
has to come, they can handle it quickly and successfully; but the 
Naval officers and Army officers really worthy of the name do not 
want war, Congressman—just the opposite. 

Mr. CoLLiNs. Well, I am not having reference to them. 

Admiral McGowan. I am; I know them; I have lived with them 
for 37 years. 

Mr. Couns. I mean in my statement. 

Admiral McGowan. I understand, sir; we are together. But the 
Army and Navy are just as opposed to war, except as a disagreeable 
necessity, as these people down in the Bible belt are. And they 
certainly do not want it; you know how it is there, and the Senator 
knows, too. | 

Secretary HurLey. Admiral, notwithstanding your youthful 
appearance—— 

dmiral McGowan. Thank you, sir. 
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Secretary HurLeY. Do you remember the circumstances surround- 
ing America's entrance into the Spanish-American War? 

Admiral McGowan. Very well; yes, sir. I was in the service 
for five years, then. o 

Secretary HurLeY. Is it your opinion that if the people at that 
time had had a right to vote on war by referendum, as you suggest 
now, such a referendum would have carried ? 

Admiral McGowan. You mean the referendum would have been 
in favor of declaring war? 

Secretary HurLeY. In other words, I want to see whether or not 
public opinion justified the declaration of war? 

Admiral McGowan. In the Spanish-American War? 

Secretary HURLEY. Yes, sir. 

Admiral McGowax. In my judgment, there was an overwhelming 
cry of “ Remember the Maine.” l 

Secretary Horer. Then public opinion overwhelmingly justified 
the action of Congress in the declaration of war? 

Admiral McGowan. Unquestionably; because, in effect, we were 
both “attacked ” and “invaded.” 

Secretary HurLeY. Now I would like to ask you the status of 
public opinion at the time of our entry into the World War. Would 
a referendum, in your opinion, have authorized the Congress to 
declare war at the time? 

Admiral McGrowax. Or before. 

Secretary HurLeY. Your opinion is, then, that public opinion 
would have justified our entry into the World War before war was 
actually declared ? 

Admiral McGowan. At least then, if not before. 

Secretary HurLeY. From your knowledge and from your under- 
standing of history, has the Congress of the United States ever 
declared war that was not justified and upheld by the public opinion 
of the citizenship? 

Admiral McGowan. Never. 

Secretary HurLeY. Admiral, on behalf of the commission, I want 
to thank you for the testimony you have rendered here to-day. We 
appreciate the fact you have appeared and given us the benefit of 
your Opinions, matured after such long experience, in the work 
which we are attempting to undertake now. 

Admiral McGowan. Thank you, sir. 

NEW YORK, March 16, 1981. 


The War POLICIES COMMISSION, 
Washington, D. C. 


Sigs: I respectfully request that this letter be printed as a postscript to my 
March 9, 1931, testimony in which I urged, among other things, a nation-wide 
referendum as a condition precedent to declaring war. 

Any new and radical suggestion is apt to encounter opposition if not, indeed, 
ridicule. Instance the violent objection to shifting over from sail to steam 
and later on to substituting metal ships for wooden ships. 

So it was to be expected that my referendum suggestion would, at first, be 
subjected to scathing criticism. 

But, after all is said and done, is there any good and sufficient reason why 
the people themselves should not have their say in advance? 

Such a change in the Constitution as I urge would, admittedly, curtail to 
just that extent the authority now vested in Congress alone; but, in such a 
matter, the authority is nowhere near commensurate with the awful respon- 
Sibility that goes with it, and it is accordingly beyond belief that any 
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representative of the people could, upon mature deliberation, do otherwise 
than welcome the last word from his constituents before making a decision so 
momentous as might mean plunging the country into war and condemning to 
death the flower of America’s young manhood! 

Just wherein would a referendum be “impracticable,” why “ unnecessary ;” 
and would it not be a veritable blessing if, by reason of holding a “town 
meeting,” any future war might “be over before we got into it”? 

Surely the only good wars are those we keep out of! 

Do we mean to be war minded or peace minded; are we going to accustom 
ourselves to think in terms of war or in terms of peace? 

I raise these questions in all seriousness because upon their answer depends 
the psychology of the entire situation. 

And certain it is that the American people are for peace—not peace at any 
price nor yet of the supine sort bandied about by professional propagandists 
and irresponsible cranks but the kind of peace planned by the founders of this 
Republic that posterity might enjoy “life, liberty, and the pursuit of happi- 
ness "; that peace, wholly consistent with and dependent upon adequate 
national defense, which was commended 20 centuries ugo by one far wiser than 
Wilson or Roosevelt or Lincoln or even George Washington : 

“When a strong man, armed, keepeth his palace, his goods are in peace.” 

Easy as it appears to reel off reasons why the referendum idea should be 
scrapped, I am firmly convinced that devising ways aud means to effectuate it 
would be altogether feasible if only it be given careful consideration in a 
whole-hearted etTort to find out whether or not it would be workable, bearing in 
mind always that, if and when a referendum is held (after putting profiteer- 
ing of all kinds out of everybody's reach), jingoes and fire eaters ure bound 
to be conspicuous by their absence. 

Meanwhile I sincerely hope that the subject of my proposed constitutional 
amendment be approached in a “ Why not?” rather than a “ Yes, but” spirit 
to see if, in the end, it can not properly come within the terms of the Navy’s 
1918 slogan: 

** It can’t be done; but here it is.” 

Yours faithfully to command, 
SAMUEL McGowan. 


Secretary HurLey. Gentlemen, I would like to introduce the next 
witness, Congressman Royal C. Johnson, of South Dakota. Con- 

ressman Johnson was a Member of Congress at the time the World 

Yar was declared. He resigned, entered the United States Army as 
a private, became an officer, was wounded in action in France, and 
has taken a very lively interest in the welfare of the veterans of the 
World War and in the subject which this commission now has under 
consideration. Congressman Johnson. 


STATEMENT OF HON, ROYAL C. JOHNSON, A REPRESENTATIVE 
IN CONGRESS FROM SOUTH DAKOTA 


Mr. Jounson. Mr. Chairman, you give me more credit than any- 
one deserves; because anyone who happened to be in the World 
War, was, as I have End out since the World War, very fortunate 
to have served, as anyone will be fortunate, if a war is ever declared 
again, to have an opportunity to serve. The chairman, however, 
took me back into rather ancient history and my real reason for ap- 
pearance here today is because, in my judgment, the work of this 
commission will culminate in legislation that will settle this prob- 
lem; or, if the work of the commission does not offer some plan, some 
legislation will be passed. There are certain conditions existing in 
the next Congress which will produce legislation and I shall discuss 
that further. 

I have felt, Mr. Chairman, there are certain individuals, some liv- 
ing and some not living, who ought to be given some credit for the 
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fact that this legislation will eventually be enacted. My reason for 
interest in this legislation antedates the World War. As the chair- 
man has said, I was in Congress some years before the World War 
commenced. I can well recall some of the discussions and some of 
the actions that were taken but can not discuss them, because many 
of the men responsible have passed on, and the war is over and 
should be forgotten. But I can recall, in May, 1916, when the Kahn 
amendment to the Hay bill was before the House of Representatives 
an amendment which would have saved the lives of thousands of 
men, and when we had a majority to pass it, because of the activities 
of non-Members of the House of Representatives that amendment 
was lost by a small vote—eight votes that were changed on the floor 
of the House. That amendment would have doubled the size of the 
American Army, would have created a General Staff, and it cost 
the lives of thousands of men and billions of dollars because that 
amendment was lost. I do not care to discuss the individuals 
responsible for it. 

I then saw many other things that occurred. I saw the different 
leaks that came through and 1 know, too, that members connected 
with the German Embassv made millions of dollars. Of course, 
we all know that. Much of the evidence taken by the Rules Com- 
mittee of that day is extant. We can just as well forget it and 
prepare for the future. I saw in those days the war babies, as they 
were called, on the New York stock market, go from $8 to $800, 
and the profits that were made. Yet very little was ever said of the 
law you are considering until the men came back from the combat 
units. Then in England, Belgium, France, and the United States, 
and everywhere else, those men found the situation that existed and 
they commenced to discuss this sort of law. They have been dis- 
cussing 1t ever since. They have never cared about the form of 
the law; they have never cared about the phraseology of it; all they 
have desired is that in event of another war everybody shall be 
treated alike; that no profits shall be made from it and that every- 
one will be compelled, so near as may be, to serve alike. That is 
impossible, because some men are equipped for front-line service: 
others can do much more good in their specialities; in the work they 
can best do. Why, the hearts of some of those Army officers and 
Navy officers of that day are broken to-day because they were com- 
pelled to stay on this side and were not over there where the real 
fighting went on. And they were unmercifully attacked: they were 
even compelled to wear a silver stripe when they had performed real 
work for many months and in some cases many years, whereas a 
man who happened to be overseas for one moment, loading boxes 
on the dock at Bordeaux, St. Nazaire, or Brest, came back and 
strutted the streets with war stripes. Their tragedy was worse than 
anyone's 1 happen to know, except the man who came out of it so 
badly dicabled: that he can never function in life again, mentally or 
physically. 

These men who came back from France, American soldiers, com- 
menced to debate this proposition and the ones who led in the debate 
at that time I shall simply mention. Two are living and two are 
dead and they should get credit. Perhaps the reason I know the 
facts so well is that I introduced the bill in the American Congress 


WAR POLICIES COMMISSION 87 


that created the American Legion, testified before the Committee 
on the Judiciary, and helped to create it, and went through with all 
those proceedings with the veterans’ organizations. In those days 
we were working purely for the disabled and no one else. I can well 
remember when Hanford MacNider, now Minister to Canada, John 
McQuigg, later commander of the American Legion, now dead, 
Frank D'Olier, later commander of the American Legion, and Fritz 
Galbraith, a very gallant soldier in the Thirty-seventh Division, a 
colonel of the One hundred forty-sixth Infantry, used to meet when 
we were trying to get some if possible, in the way of legisla- 
tion. They did not get much legislation in those days; but as a 
result of those activities and some others the Sweet bill was passed 
and did some of them some justice, but it was then we had the debate 
as to this law. 

Now those who fostered this legislation do not contend to have 
been any smarter than anybody else and perhaps it is well that the 
law was not passed in those days, because, as the facts are known 
we all know more about war, we all know more about men, and 
we all know more about many things than we did at that time. 
Nevertheless, we determined—and there were a group of us—we 
would try to secure some action and that the proper way to proceed 
was through political parties because this is a government of parties. 
So we went to Mr. Will H. Hays, who at that time happened to be 
very prominent in the Republican Party, and asked him to go to 
the Republican President-to-be, Mr. Harding, and secure a state- 
ment from him, and I will insert that in the record; because it is 
the first statement made. 

A little later, this same group of men discussed this problem and 
I want to give credit to them, because they deserve it. They decided, 
after the American Legion was created, that it be interested in this 
legislation. So at the request of the then commander of the Amer- 
ican Legion, Mr. MacNider, we called in Marquis James, a well- 
known writer, who wrote the famous series of articles for the Amer- 
ican Legion Weekly entitled “Who Got the Money.” He is the 
sort of man who ought to be called before this commission, because 
he er one of the men who started this, when others, perhaps, got the 
credit. 

As a result I sat down with Mr. James and drew, I think, the first 
constitutional amendment or bill that was introduced in Congress 
and I ask permission to insert that in the record. It was introduced 
on September 21, 1922, and it was adopted by the American Legion 
convention held in New Orleans on October 16 to 20, 1922. It was 
introduced by a very prominent member of the A. E. F., Col. George 
H. Leech of the famous One hundred and fifty-first Field Artillery 
who was then living in Minneapolis, and later became mayor of 
Minneapolis. He is one of the men who ought to be called before 
the commission because he is the first man who' made any mention 
of it before the American Legion. . 

From that time on, until 1930, I kept reintroducing the bill that we 
had agreed upon. At that time I was compelled to make some study 
of the question brought up to-day, as to whether it was necessary to 
adopt a constitutional amendment, or whether or not we could pass 
a law, a question, I think, brought up by the Senator from Arkansas 
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(Senator Robinson). We knew the war powers of the Constitution 
were very broad; nevertheless, we were not certain and we intro- 
duced first the constitutional amendment. We became convinced very 
quickly that the chances were we would never be able to pass any- 
thing and we were almost right: because it had taken eight years 
since that time and this is the first hope that has appeared, because 
of the opposition to a law of this kind. That opposition has been 
caused by different groups of people, one of whom I am prohibited 
from discussing—not by the real ones who would be involved, but 
by certain ones who, in my judgment, did not realize that the next 
war will be a war in which we will all be involved, whether Catholic, 
Protestant, Gentile, Hebrew, or Mohammedan, whether they be rich 
or poor, high or low; all our sons will be there: therefore, we all 
ought to be interested. And to me it is rather tragic that this resolu- 
tion prohibits certain discussion, and it does prohibit any discussion 
of conscription of labor. 

I wish to insert in the record the different times I have introduced 
the only bill that has been adopted by the American Legion and the 
bill that has caused the agitation and that has made it possible for 
us eventually, perhaps, to secure a law. Two years after the first 
introduction, we finally secured hearings before the Committee on 
Military Affairs, on March 11, 13, and 20, 1924, and about the same 
people who are appearing before you appeared before that committee. 
Mr. Baruch appeared and gave about the same testimony; I appeared 
and gave about the same testimony that I will give to-day, except I 
had no opportunity to appear for any length of time. General 
Pershing appeared. Most of the men who appeared there desired 
some sort of law, but we could not get one. You will find in those 
hearings Mr. Baruch presented his brief before the War College— 
gave about the same testimony he did here. I have no disagreement 
with Mr. Baruch. In his testimony on page 119, I find he said: 

It seems to me we have had enough experience during the war and since to 
put that into the form of legislation. That form is about what I have seen 
outlined in the Johnson bill— 

In my bill— 

And in several other bills, the names of whose authors I do not recall. 


It has seemed a little tragic to me that we have not been able to 
get action before and, as I stated in the beginning, we will get action 
on it this time, because of the peculiar way in which the next House 
and Senate are constituted and because certain rules of procedure 
will be adopted. 


I find I stated at that time: This House could get away by the 6th or 7th 
of June. Of course, that is entirely in the lap of the gods and the United 
States Senate. If it is not brought out this week by this committee. I will 
say that we will probably have this bill pending before this committee for 
another three years. 

As a matter of fact, it has been pending from 1924. I underesti- 
mated the time; that was all; but I did not underestimate the oppo- 
sition, and you will see it appear somewhere before this commission. 
I have read Mr. Baruch’s testimony carefully; I read it at that time 
and I have read it now. It is very scholarly. If I could use a col- 
loquial phrase, he knows what it is all about, except in one particular. 
He said everyone interested in this other legislation was crazy. Of 
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course, I do not think he meant what he said, or else he was mis- 
quoted ; because I find the Democratic platform of 1924 stated : 

War is a relic of barbarism and it is justifiable only as a measure of defense. 
In the event of war in which the man power of the Nation is drafted, all other 
resources should likewise be drafted. This will tend to discourage war by de- 
priving it of its profits. 

I know the gentlemen who appeared before that convention of the 
Democratic Party. They were men from the combat units. The 
Republican Party platform of 1924 said: 

Universal mobilization in time of war. 

We believe that in time of war the Nation should draft for its defense not 
only its citizens but also every resource which may contribute to success. 

I will not read the rest of it. but I will ask permission to insert it; 
also the Republican Party platform of 1928, which had the same 
statement. Mr. Coolidge indorsed this same idea at the Omaha 
convention in 1925. 

So, as much as I respect Mr. Baruch, I want him to know that 
all of us could not have been crazy when we advocated this legisla- 
tion. If we were crazy, it took a lot of crazy men like us or we would 
never have had this commission to formulate a statute. It took men 
who did not care how the law was framed, who took the same action 
in Congress, in the American Legion, in the Republican and Demo- 
cratic Parties in order to get some sort of action. And I konw this 
commission can act because I know its members and I know it desires 
to take action that, in the event of another war, will stop profiteering. 
and also to take such action that will make it clear that the United 
States of America does not desire war. We ought to make it so clear 
that other nations of the world will realize we do not want war. 
There will be plenty of men in other countries who would be ready 
to use as an argument, in political campaigns, any action this com- 
mission takes, in order to excite certain excitable people in their coun- 
try to take political advantages. Most of us have been in politics 
for some years and we recognize there are some people in every coun- 
try, including our own, who would crucify their own country in 
order to take political advantage. We ought, therefore, to make it 
clear that this country desires no war. That is as important as the 
passage of the legislation. 

I want to refer for one moment to the fact that the resolution 
under which the commission is operating was finally passed and 
approved on June 27, 1930. For that reason I did not reintroduce 
these measures for the ninth or tenth time, because I saw action was 
coming. I took a part in the debates when this legislation was 
passed and I regret very much the adoption of the amendment 
offered by the gentleman from Alabama, Mr. Huddleston, which 
said : 

That said commission shall not consider and shall not report upon the 
conscription of labor. 

At that time, I should have liked to have said to him, had there 
been the time and opportunity, that in the passage of that amend- 
ment he was barring individuals whose fate will be decided by this 
commission, just as will the fate of every person in the United 
States, and was barring them from making an appearance. The 
debates on that bill will show definitely that there was to be no dis- 
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cussion of labor. It was like barring a man from the privilege 
given him under the Constitution, if he were being tried for some 
criminal offense. When that amendment was passed it reminded 
me of what my father told me at one time, when I was first elected 
county attorney in Hyde County, S. Dak., about 25 years ago, when 
he said to me, * Son, you do not have to worry about your enemies; 
you will know who they are and can take care of them. But look 
out for vour fool friends; they will try to get close to you and will 
try to alibi for you when you do not need any alibi, and they will 
be the ones who will hurt you.” Yet, in spite of that amendment, 
there are men who ought to appear before this commission, men 
like Frank Green, with whom I spoke on the platform 10 years ago, 
and a man in this town named McRady, who knows what legislation 
ought to be, and there are others who ought to be called, and yet 
they are barred by this amendment. 

I can only say I can agree with anyone on any kind of a bill that 
will accomplish the purpose we have all desired, which is to take 
the profits out of war. 

Now I want to discuss one more point. I have said this commis- 
sion will bring out the legislation that can become the law. In my 
judgment, it must bring it out. The rules of the House are going 
to be changed in the next Congress. It will only take 100 signa- 
tures to report any bill. I do not want to introduce a bill that is 
not well considered, but someone wiil do so and you will have a 
constitutional amendment before that House, upon which there will 
be a vote and it might not be wise legislation. Most people do not 
know the sort of laws that ought to be passed, because laws take 
expert study, such as vou are giving. A vote could be called for 
in 30 days in the next House on the wildest kind of a proposition 
you could suggest, wilder than anyone has suggested. ‘There could 
very easily be, in these days of very carefully planned propaganda, 
laws passed that would be of inestimable hurt to the Government 
of the United States. In other words, I am just now talking of 
what is a practical political matter. Things are practical in this 
world; they are not all theoretical. 

I have rather wanted to put this discussion in the record as a 
matter of history, and to call attention to the fact that the respon- 
sible people of the United States can agree on legislation and that 
we can secure it, and to reiterate my belief that this commission 
will be the one that will present a practical solution, that will not 
injure our foreign relations, but will protect the Government of the 
United States. 

If there are any questions, I would be glad to answer them. 

Mr. HabLeY. Mr. Johnson, you are the chairman of the World 
War Veterans’ Committee of the House? 

Mr. JoHnsox. Yes, sir. I have been chairman since its creation. 

Mr. Haptey. I wish the record to show that, because among the 
many splendid tributes to your career, that was not mentioned in 
your introduction. You have been chairman of it since its organi- 
zation ? 

Mr. Jouwnson. Yes, sir. 

Mr. Haptey. And was that in 1919? 
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Mr. Jomnson. No; that was in February, 1924. Before that, 
veterans’ legislation was before the Committee on Interstate and 
Foreign Commerce, a very competent committee, which drafted the 
Sweet bill and many of those pieces of legislation. 

Mr. Hapuey. In referring, near the close of your statement, to 
the situation which would result in legislation on the subject matter 
under inquiry, you stated what you thought was a practical situa- 
tion. In other words, as I understand you, you think if this com- 
mission should be so engaged it would not be able to report at the 
time contemplated in the resolution and should seek further time 
than December, steps would be taken in Congress by those having 
this matter in heart to project the subject matter there in such a 
way that ill-considered legislation might result? 

Ir. JoHNnson. Please do not misunderstand me. I will not do 
it myself, or anyone with whom I have any dealings whatsoever, 
but there are always people in every House, in every parliamentary 
body, who advocate ill-considered legislation. 

Mr. HapLeY. I did not mean to impute you would; I knew what 
you meant, but I wanted the record to show fully what vour thought 
is—that unless this commission gets in on the ground floor with its 
report, if it should look with favor upon legislation, the result might 
be legislation, not so well considered in the background as this 
commission ought to give to the subject matter, might go forward 
in the next Congress? 

Mr. JoHnson. Yes. Further answering that, I would say if this 
commission—and I know you are all busy men—should not con- 
clude their work by December, 1931, I should be a very insistent 
advocate of further time being allowed; because, after having put 
in 10 or 11 years on this bill, I am not going to get the least bit 
excited if we lose six or eight months more. 

Mr. HapLeY. You are an attorney, of course? 

Mr. Jounson. Yes, sir; I have been admitted to practice. 

Mr. Haptey. Your testimony would show that. 

Mr. JoHNson. Yes, sir. 

Mr. Haptey. Have you given special thought to the subject of a 
constitutional amendment, as to whether that is a condition pre- 
cedent to legislation under the present Constitution, or not? 

Mr. Jounson. I did give some consideration of it and I know the 
war powers of the Constitution; but, as a matter of fact, court deci- 
sions are very practical if the Government is in any danger. The 
courts are animated with a desire to save the Government and they 
would go to a very great length, if 1t was necessary. And I have 
not worried so much about what would happen if it was necessary 
to protect the Government of the United States. 

Mr. Hapuey. Have you analyzed the subject to the extent of reach- 
ing a conclusion as to whether it is necessary to amend the Con- 
stitution to lay the warrant of authority for Constitutional legisla- 
tion of this character ? | 

Mr. Jomnson. I think if a wise constitutional amendment could 
be drawn and we were absolutely certain of it, it would be well to 
put it in the Constitution; nevertheless, Congress must draft the law 
and it is the law that will govern and not the Constitution, unless 
that law controverts the Constitution. I have thought it made a 
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little difference, because of the war powers in the Constitution and 
because of some slight knowledge of the decisions of courts in time 
of war. 

Mr. Haney. I just wanted to see what you thought about it. I 
know you have been a thorough and consistent and diligent student 
of this whole subject for very many years and were the author of one 
of the very first bills. You spoke of the testimony of Mr. Baruch. 
I was not clear whether you were then referring to the testimony 
he gave before the House Committee in 1924, or whether you also 
eee your remarks to his testimony before this commission last 
week, 

Mr. Jounson. Oh, it is practically the same thing he brought out 
before the War College in 1924. Without discussing it in detail it 
is the same thing all of us have thought of, because we have all 
thought of all these different plans, and it has the germ of the idea 
that, in my Judgement, would be practical. 

Mr. HapLeY. Have you read his statement which he submitted to 
the commission last week ¢ 

Mr. Jounson. Well, I am like Admiral McGowan—I read it in a 
paper. 

Mr. Hapuey. So far as you have seen it reported, are you in accord 
with his method or have you criticism of ite 

Mr. Jounson. Why, I think it can be worked out practically. In 
other words, you can work out a plan here that is going to stop 
profiteering and make it so that all will come out alike in the next 
war. Then we ought to agree on it. In other words, some individ- 
uals or capitalists may want an advantage, but most will not because 
their sons will be in it. Some individuals in labor will want an 
advantage; but the great mass of labor will not want an advantage, 
because their sons will all be in the next war. 

Senator Swanson. Have you a copy of the amendment you pro- 
posed at that time? 

Mr. Jounson. I am inserting it in the record. 

Senator Swanson. Will you read it? 

Mr. JomxsoN. It was one which we drew to present to the Ameri- 
can Legion. It is a joint resolution which, omitting the caption, 
provided: 

That in the event of a declaration of war by the United States of America 
against any foreign government or other common enemy the Congress shall 
provide for the conscription of every citizen and of all money, industries, and 
property of whatsoever nature necessary to the prosecution thereof and shall 
limit the profits for the use of such moneys, industries, and property. 

The last sentence here was in the alternative form, because we 
were simply trying to bring the question up. 

Senator aro: You have since reached the conclusion that the 
war powers of the President are sufficient, without that Constitu- 
tional amendment? 

Mr. Jounson. Well that is the conclusion we came to, based on 
what we thought the courts would hold if the question came pa 

Senator Swanson. You would like to have a statute embodying 
that constitutional amendment instead of an amendment to the Con- 
stitution ? 

Mr. Jounson. I am not so certain that is exactly the oe plan; 
but I do not think anybody is. But that has the germ of the idea 
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in it, just as Mr. Baruch’s plan has, and when you get down to your 
deliberations, if the Senator please, I think perhaps you can work 
out something from all of our plans that perhaps may be better than 
any of us have suggested. 

Senator Swanson. All you desire is the best method to prevent 
people making great profits and fortunes out of war? 

Mr. Jounson. Exactly that, and to see that all individuals will be 
treated alike. And if you can suggest one, I will be very glad to 
do what I can to help pass it, whether it is a constitutional amend- 
ment or a law, and so will every other man who was in France, who 
is in the Amcrican Congress. 

eae CoLLins. Your proposal does not undertake to prohibit war 
at allí 

Mr. Jounson. No; because war could never be prohibited. 

Mr. CoLLins. It merely undertakes to limit the profits—not to 
take the profits out of war, but merely to limit the profits? | 

Mr. Jonnson. 1 would say to the gentleman on that, that they 
never will prohibit war, in my judgment. That being the case, we 
should make it so that there will be no profits and all men will be 
treated alike. 

Mr. Coturns. Make it so there will be what sort of profits? 

Mr. Jounson. Make it so there will be no profits, or limit the 
profits to such a degree there will be practically no profits. 

Fa os Your plan, then, is to take the profits entirely out 
of war‘ 

Mr. Jounson. My plan was to take everything in the Government. 
I still believe that, but I know I am not going to be able to get it, 
because of the opposition we have in the different classes in this 
country. My plan would be to conscript everything, profits and all, 
and take everything over; but others said “No; they will hide 
capital,” and one thing and another. I do not think they could if 
you would put teeth in the law. Perhaps your plan would be more 
practical. 

Mr. CoLnLins. You have made quite a number of speeches on this 
subject ? 

Mr. Jounson. I have made many. 

Mr. CoLLixs. They are all available to this commission? 

Mr. Jounson. They are all in the Congressional Record. 

ae CoLLins. And they set out just exactly what you propose 
to do 

Mr. Jounson. I have fought for just what was in this resolution 
which was to conscript everything, because I will never be convinced 
that it would not be practical, and no one could tell whether or not 
it would be practical except to have a war. 

Senator Swanson. Have you given consideration to the proposi- 
tion as to the best way to take profits out of war, whether it could be 
done by the taxing power, or the price-fixing power? 

Mr. Jounson. Well, I have considered them both. There are many 
advocates of the taxing power, but there are too many easy ways to 
conceal taxes. I watched them charge off depreciation and every- 
thing else after this last war, and get away with murder on it. They 
did not pay, and I know they did not pay. If they are makin 
profits they will start right in at that moment to conceal them an 
then when you get done with war and you do get some profits taxes, 
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somebody with influence will come in and give them the money back, 
as they did to the Duke University in North Carolina, and got away 
with millions of dollars. | 

Senator Swanson. You think the way to do it would be by price 
fixing, and not by the taxing power? 

Mr. Jounson. If I were doing it, I would take all of the profits 
and then, for fear something would escape, would put a 100 per cent 
tax on profits and get two chances at it. Then if you found after 
the war where there were any profits, with no statute of limitations, 
then you could recover them. 

Mr. Corns. You really want to take the profits out of war. then, 
do you? 

Mr. Jonnson. I certainly do, Just as you do, as I know, because 
we have voted together so many times. 

Mr. CoLLIxs. Nearly everybody I have heard testify, up to the 
present time, wanted to limit profits, but you really want to take 
the profits out of war? 

Mr. Jomxsox. Well, as the gentleman knows, I introduced that 
bill first in 1922 and last in 1930, I did not introduce it at the last 
session, because this resolution had been enacted. I am not certain 
it can not be done; I believe the least we can do is to try. But I know 
the opposition to this legislation and, being rather practical and 
having seen the performances with the bolsheviks of both capital and 
labor fighting any proposition like conscription—I did not sav labor. 
I said the bolsheviks of labor—this may be the only way to do it: 
because that may be the only way we can get these people together. 

Mr. Hape. What do vou mean by war profits, Mr. Johnson ? 

Mr. Jounsox. I mean anything more than normal profits. 

Mr. Hapiey. Then vou stand for and advocate a limitation to nor- 
mal profits? 

Mr. Jonnson. If that is the kind of legislation we can secure. 
Personally I would prefer this other, but I am looking for a prac- 
tical law now. I have been defeated eight years in trying to get one. 

Senator Roprnson. I think we can all agree on the abstract pro- 
posal that every citizen should be treated alike. I noted with some 
interest your reference to the humiliation that was imposed upon 
men and officers who were not granted the opportunity to serve at 
the front. Can you conceive of any condition in which all the soldiers 
will be needed at the front and none for service at home? 

Mr. Jonnson. Why certainly not, Senator. It takes seven men, 
as I understand it, back of the line to put one man on the front for 
a day. 

Senator Ronrnsoyn. That is what I understood. 

Mr. Jounson. That is the reason I objected to that humiliation 
being put on them. 

Senator Rontnson. Just what did vou mean, Mr. Johnson, by the 
illustration you used where you said that officers and men generally 
desired to get to the front and those who did not get to the front 
were humiliated? You implied, as I understood it, some unfair 
treatment of them ? 

Mr. Jounson. No. It was just simply bad luck for them: that was 


all. 
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Senator RorBIxsoxN. Now will the time ever come when there won't 
be bad luck for some, from that viewpoint ? 

Mr. JomNsox. No, indeed. 

Senator RoBinsox. You can not legislate here, or anywhere else, 
to relieve from that situation ? 

Mr. Jonnson. Certainly not. In other words, here is an illustra- 
tion; here is Admiral McGowan, with whom I did a great deal of 
work during the war. He said to-day he did not think there was 
any investigation of his contracts. I was on the investigation com- 
mittee selected to investigate the expenditures in the War Depart- 
ment. We looked into it and found his contracts were made in one 
square room, with just a single table in it, where nobody could sit 
down and talk to him, and he would not visit with anyone outside of 
hours, and so we found nothing to investigate in the Navy’s contracts. 
And they all went through one man; thev did not go through 85 
different channels. And it was humiliating to him not to get to the 
front, because he is a fighting sailor. 

Senator Rontnson. Yes: but vou would not pass any law to compel 
his being sent to the front? 

Mr. Jonnson. Oh, no, sir; you could not. 

Senator Rosrnsox. So that inequality is going to continue no 
matter what we do, or recommend 2 

Mr. JoHxsox. I rather brought that up because he happened 
to be one of those 1 knew who tried so hard to get to the front, and 
could not get there, and he was here. 

Senator Robinson. I wondered why you referred to that, unless 
something was to be done about it, or could be done. 

Mr. Jounson. Nothing can be done; because. as I say, it takes 
seven men back of the front line to put one man on the front for 
a day, and the men in the back might want to be on the front, and 
the man on the front might want to be in the back. 

Senator RoBINsoN. Now. with respect to the declaration and theory 
of taking profits out of war, I think we all agree on that in the 
abstract. 

Mr. Jounson. In the abstract. 

Senator Rosrnson. But when it comes to working out a practical 
method, many difficulties are encountered, are they not? 

Mr. Jounson. Yes, sir. 

Senator Robinson. You have been working on it for about eight 
years, I think, Mr. Johnson ? 

Mr. Jonson. I think more than that. I think the first conversa- 
tion was had by Fiorello LaGuardia and myself, the only men now 
in Congress who served. who were in Congress before the World 
War and who are still there, and we had many discussions; because 
he was in that group, too. 

Senator RosiNsoN. After all that effort, what do vou think is 
necessary to be done; what changes in the law, organic or statutory, 
do you recommend ? 

Mr. Jounson. 1 would recommend the bill I have introduced; 
others say it is not practical. I recognize the difficulties. As 
President Coolidge expressed it at Omaha, there are many practical 
difficulties. One reason I did not request appointment on this com- 
mittee was because I was prejudiced in favor of my own bill. I 
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realized I would have been almost entitled to it, but I am prejudiced 
in favor of my own bill; but I will support anything practical that 
can be worked out, or Mr. Baruch's plan. 

Senator Roprnson. Now, just what is your proposal ? 

Mr. JoHNsox. My proposal is given in that constitutional amend- 
ment; then there is a very long bill which I introduced many times, 
which I will put in the record. It is not entirely mine. because it 
was prepared by a committee of the American Legion, five leading 
lawyers in the United States who had been in the Army. They 
thought it was practical. None of us could agree entirely on it, 
but I accepted it. That will be inserted in the record. but I will be 
glad to read it to the Senator. 

Senator Ropinson., You can summarize it. 

Mr. JoHxsox. It is practically to conscript everything. 

Secretary HURLEY. You might put it into the record at this point 
and read it to the Senator. 

Senator Ropixsoyx, I will not ask him to read it; all I want is 
the substance. 

Mr. Jonnson. It is practically the conscription of everything. 

Senator Ropixson. It is the conscription of everything? 

Mr. JoHNson, Yes, except it was changed in this regard, because 
of the statements that were made that, under the present Constitu- 
tion, you can not conseript capital and, as to that, I do not want 
to pass on it. The constitutional amendment was for conscription. 

Secretary Hurtey. Your last sentence in your proposed amend- 
ment comes back to a plan that has been heretofore discussed before 
the commission. Would you mind reading the last sentence again 
of your proposed constitutional amendment ? 

Mr. Jounson. I do not think that was the first form it was in- 
troduced in, either; I think that last sentence was out of the first 
bill. 

Senator Robinson, If you will pardon me just a moment, Mr. 
Johnson, I am not so much concerned now as to the evolution of 
the proposition, because all big questions have to go through the 
process of evolution in the minds of those who originate them and 
the minds of those who study them. 

Mr. Jounsonx, Right. 

Senator Rorixsox. What I am interested in now is in getting into 
the record the conclusions vou have reached, based on your eight 
or ten vears intimate study of the problem, as to what changes 
in either the organic or statutory law are required im order to ac- 
complish the purpose which you think should be accomplished. 
What do you propose, now ? | 

Mr. Jounson. In my judgment I can answer that easily: I think 
you should take the use of capital without any profit. or limit the 
profit to a very small amount, and that you should take the men as 
we will have to take them in any war and pay them as much as we 
‘an and not bankrupt the Government; that both capital and labor 
and men and women must serve. 

Senator Rosinsox. Of course the commission, as you well under- 
stand and I think you so stated, is forbidden by the resolution from 
considering the conscription of labor. 

Mr. Jonxsox. Certainly; but we can discuss it. 
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Senator RoBrxsoN. If it were not for that limitation, it is your 
opinion labor ought to be conscripted ? 

Mr. JoHxsox. it is my opinion that no group, of any sort, should 
be treated any differently than any other group or any other in- 
dividual, but should be utilized to the best advantage of the Gov- 
ernment. 

Senator Rosıxsox. Your proposal is to take every one and every- 
thing, if it is necessary ? 
Mr. Jonnson. If it is necessary. May I elucidate that further ? 

Secretary HURLEY. Yes. 

Mr. Jonxsox. The man who is taken and placed in the Army or 
Navy is paid a small sum—we paid him $30 a month in the last war— 
but he gets everything he needs to live. Now the man who is back 
home, working on the farm or in the factory, in Congress or any- 
where else, his expenses are so much higher than that, he has to 
have more than the front-line soldier. We must recognize that. In: 
other words, the man living in New York City, perhaps, must re- 
ceive a greater salary to live, even, than the man who 1s in any of 
the smaller places, or the man who is in the Army. 

Senator RoBINsox. In that sense, you could not treat them all 
alike, then ? 

Mr. Jounxsox. You could treat them all alike, practically; but you 
do not give them all the same salary. 

Senator Rosinson. Suppose you conscript labor, how would you 
determine that, now ? 

Mr. JoHxson. Well you would not conscript labor unless you con- 
scripted everything else. 

Senator RoBINsoN. I understand that, but assuming we can con- 
script everybody, including labor, how would you determine what 
labor should receive ? 

Mr. Jounson. I know of no better plan suggested than the one 
that has been suggested to freeze the prices of everything and to 
freeze them far enough ahead so that all people are treated as they 
should be. The Allies were in this war long before we were; they 
had the prices of everything in the United States very high at that 
time, so that it would have been perhaps unfair to freeze prices on 
that plane. I do not know whether it would, or not, to have gone 
back and froze them on the basis of 1913. 

Senator RoBinsox. Well you would freeze the prices of labor or, 
rather, fix them at what they were, approximately, when ? 

Mr. Jounson. Labor and everything else; farmers, and everything. 

Senator Ropinson. At what period? I am talking about labor, 
now particularly. 

Mr. Jounson. I think we are prohibited from that. Of course, 
this commission decides that; I do not. 

Senator Ropinson. You made the suggestion two or three times 
that you thought we ought not to be prohibited from it. I was trying 
to get your viewpoint on it. Would you fix it at what it was, say, 
90 days before the beginning of war?! p 

Mr. JoHNson. I am speaking of everything that we have—m- 
dustry, property, capital, and every person who works. 

Senator Rosrnson. If you did that, you would merely limit. the 
profits and you would not eliminate profits; is not that true‘. 
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Mr. Jonnson. I do not know whether vou would eliminate them 
or not. Yon could still pass laws and I am still not so sure but what 
my theory is right on the conscription of everything. But I know 
you can not get that plan. 

Senator Roprnson. I am asking vou what you would propose to 
do and how you propose to do it. You say vou would freeze the 
prices of everything? 

Mr. Jounson. To start with. 

Senator Ropinson. At what? 

Mr. Jounson. To start with. 

Senator Roprxson. That of itself would limit profits bevond any 
doubt ! 

Mr. Jorinson. That would limit them. 

Senator Rorinson. And would be «desirable, but it would not 
eliminate profits: because the presumption is that business would 
be earning some profit and laborers would be earning some profit. 

Mr. Jounsonx. That goes back to this very practical situation. I 
tried to get consideration of that bill for many vears, but I could 
not get it. 

Senator Swanson. Suppose at the time vou froze the prices of 
farm products, they were down to what they are now and it did not 
pay to raise them? 

Mr. Jonson. Then, in that event, vou would have to provide 
for some authority of the Government—Congress would always have 
it—to equalize them. If there happened to be a slump in some 
thines, sav a slump in oranges, and there happened to be so much 
production they were not selling 

Senator Rorsinson, Take wheat for illustration; that is a very 
practical one. 

Mr. Jounsonx, It is a very practical one to me, because we raise it. 

Senator Ropirnson, Take cotton: sav both wheat and cotton would 
be greatly increased by reason of the demands of war, and the 
demands multiplied many times and unless there was some restraint 
on prices, they would go skyward again. 

Mr. JoHNson. Correct. 

Senator Rorisson. What would vou do with reference to them; 
would vou take the cotton and take the wheat’ 

Mr. Jounson. And pay a fair price for it, or just take it? 

Senator Ronrnson. Well what would a fair price be, Mr. Johnson ! 
T do not mean to fix a definite price, but what would be the elements 
of a fair price?! 

Mr. Jonxsox. It would depend on what the situation happened 
to be at that date. As was pointed out by the Senator fromVirginia, 
wheat might be selling at what it is to-day, for instance, and Con- 
gress could change that. 

Senator Romixsox. But vou have to decide on the elements enter- 
ing into a determination of a fair price—what you are going to 
allow that constitutes a fair price. Would vou allow any profit at 
all in those instances ? 

Mr. Jonnxson. Personally I have always believed and still believe 
that everybody ought to serve exactly alike. I know the difficulties 
of it: I know we won't get exactly that. It is the ideal I still believe 


in, but I know the opposition to it. 
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Senator RorIxsoxN. I have been trying to find out just what you are 
advocating. I have great respect for your experience and your 
knowledge on those subjects. because everyone knows, who is familiar 
with vou, that you have given great study to them and I am trying 
to find out now just what you would recommend this commission 
to do. 

Mr. JoHnson. Let me describe it, then. What I would like to 
have them do would be to put in this universal conscription. Now 
it has difficulties, and it won't be done—— 

Mr. Couuins. By statute? 

Mr. Jonnson. That is for you to decide—by statute, or constitu- 


tional amendment. 

Senator Ronprnson. But you have been studying this for eight or 
ten vears and you are a lawyer. 

Mr. Jonson. I said I had been admitted. 

Senator RoBINsoN. Well. of course, if you do not feel competent 
to express a legal opinion on that subject, 1 would not like to press 


vou. 
Mr. Jounson. I will express one, because I do not feel incompetent 
to do so. 

Senator Ropinson. Now, then do you think it is necessary to 
change the Constitution in order to accomplish that? 

Mr. JomnsoN. I do not believe it is, because of the war powers 
of the Constitution and because of what will happen practically with 
the decisions of the courts. 

Senator Rostnson. You think it is not necessary ¢ 

Mr. Jonnson. I do not think it is necessary to pass the price-fixing 
bill: or the total conscription, I think it would be. 

Senator RoBINsoN. How is that? 

Mr. Jounson. For the price-fixing bill and the limitation of profits 
by taxation, the taxing power as brought out by the Senator from 
Virginia, no; but I have come to the conclusion that it would be 
much safer, if you are going to take a straight conscription bill, to 
place it in the Constitution. But for the other legislation you are 
considering, I do not think you need a constitutional amendment. Is 
that clear ! 

Senator Swanson. Let me ask you about this phase of it. Suppose 
we take wheat; say the price was very low and food and wheat was 
necessary to win the war: Do you think you would get people to 
plant much wheat, to sow it, reap it and produce big crops, if the 
price were fixed so that there was no profit in it? 

Mr. Jonnson. All of those people who were raising wheat and 
cotton, Senator, would have their sons in the war and I think you 
would not have the trouble in production as you might think: but I 
think the price should be fixed at a reasonable price, depending on 
the prices of other things. Everything is relative. 

Senator Swanson. As I said to Mr. Baruch, during the war I was 
chairman of the Naval Committee and we had conferences. We had 
to produce everything: production meant the winning of the war. 
We let them have pretty good prices. They thought ‘thev were all 
making money and they were producing, going night and day. and 
then we put an 80 per cent tax on war profits and, when the time 
came to collect the tax, they saw the profits were not so great. That 


100 : WAR POLICIES COMMISSION 


was the method by which we proceeded] at that time. Now the ques- 
tion is, of course, they would get high profits and disguise them. 
Lam with vou: I think a man ought not to grow rich off of the war; 
the only question is the way to do it. If you would fix it at the price 
90 days before the war occurred—here is an industry that is languish- 
ing and here is another one that is very prosperous—and they would 
continue to make a great deal of money at the price fixed then, 
and if vou are going to leave it to Congress to have the right to 
change the prices for certain industries, it is better to do it 15 or 
20 vears before we declare war. or to wait until the time comes, so 
as to know what the situation is? 

Mr. Jounxson, Senator, as vou and I know, if we fix the price 
six months before, it might be entirely wrong: but the power must 
be retained in the Government to render equity between these dif- 
ferent producers and you would never relinquish that power. If vou 
did fix the price at a certain time, then, I do not think you could 
ever pick out exactly the time to fix prices. Just as I think vou 
would be serving notice if vou were to have a referendum six months 
before a declaration of war, it would give notice to everybody we 
were thinking about fighting and would put us under a terrific 
handicap. 

Senator Swanson, The only thing I was talking to Mr. Baruch 
about in connection with fixing prices was that at the time of war 
prices must be fixed in some way for the benefit of the entire Nation 
and the success in the war, and the only question disturbing me 
now is whether we shall fix them to-day for 20 years from now, 
without knowing the conditions and what industries we want to 
encourage on that specific day. What he recommended was, he 
said 90 days or 60 days before the war. to fix the prices. Now some 
industries might be in very bad condition and prices might be so 
low that they won't produce. 

Mr. Jonxson. It is very clear, as vou pointed out, there would 
be inequalities in that, and after the first fixing of the prices you 
would have to have some commission, or some authority, which 
Congress will always have, to regulate what was done on that day, 
when vou did not know what should be done. 

Senator Swanson. Now, is it better for Congress to do this now, 
or to wait until all of the circumstances attendant upon war are 
presented to it? That is the question on which I would like to 
hear vou. 

Mr. Jomxsox. I think you ought to have the law. You will find, 
no matter how it is drawn, there will be plenty of defects in it 
when it gets to operating practically, because war breaks all rules. 

Senator Swanson. When you conscript property, what kind of 
property would you conscript—all the property in the United States! 

Mr. Jouxson. You would have to take everything if you did that, 
yes. 

Senator Swanson. Real estate? 

Mr. Jounsox. You would have to take it all, if vou took anything. 

Senator Swanson. Everything? 

Mr. Jonson. Everything. 

Senator Swanson. Do you mean the title to the whole property 
would be in the Government of the United States in war? 
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Mr. Jomxsox. Yes; but, as a matter of fact, practically you would 
never take over the operation of many things. 

Senator Swanson. You mean the minute we declared war, every- 
thing would become the property of the United States. 

Mr. Jounsox. And could be used by the Government. 

Senator Swanson. The Government then, at that time, will con- 
ae i all of the property? 

Mr. JouNxsox. You will have to take it all, if you take any. 

Senator Swanson. What process would you have for a return 
of the property back to the individual owners? 

Mr. JoHxsox. It will automatically be turned back—the things 
over which control is not taken. The property over which you 
assume control, you would have to provide the processs for its return 
in your statute. 

Senator Swanson. We seized the railroads and ever since we have 
been trying to determine what to pay them for the injury and profit 
during the time we had control of them. 

Mr. JoHxsox. Certainly. 

Senator Swanson. You would take every farm and every dollar 
in the United States and say it belongs to the United States Govern- 
ment. 

Mr. JoHxsox. You would have to take affirmative action on each 
particular thing on which you assumed control and, as a practical 
matter, the Government would not go out and take this lot over 
here [indicating], which can not be used by the Government. 

Senator Swanson. Is that any more authority than you have to 
commandeer, now ? 

Mr. Jonnson. I think it is more authority. 

Senator Swanson. To commandeer for public use? We decided 
to take the railroads. 

Mr. JoHxson. Yes; we operated the railroads. 

Senator Swanson. And we took the telephones; I know we took 
all kinds of property down at Norfolk, and at Boston and other 
places, and we had a law passed, and we could seize property and 
not wait for condemnation then. 

Mr. Jounxson. The trouble with that was there was no provision 
in any way for limiting the profits when we took them over. 

Senator Swaxson. We took 80 per cent of them. There were a 
lot of cases where they «did not get any 80 per cent, but Congress 
determined not to give them over 20 per cent profit. There were 
individuals making a great deal of money and those who were not 
making anything, But the war profits tax took 80 per cent. 

Mr. Jonnson. If you could get it. 

Senator Swanson. If we could get it, and we certainly had pretty 
good detectives going around. I have not reached any conclusion; 
at that time I did not know whether price-fixing was better or 
whether the taxing power to take the profits was better. If we fixed 
prices as of that date, some industries might be so prosperous they 
would all want to continue those prices until the war was over and 
they would all be immensely rich; others would be so depressed they 
were not making anything and vou would have to give them a profit 
to enable them to produce. The whole van was to have food; we 
were encouraging farmers to raise wheat, which they did, and they 
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opened up a whole lot of wheat land and farming has been depressed 
ever since, and I have felt, in all of this farm legislation, that we 
encouraged them to produce in order to win the war, and we owe 
them some obligation not to let them lose too much on account of 
that. It isa hard problem to say which is the best wav to handle 
it. We already have the power to commandeer anything for public 
use, Whether you are in war or in peace, and unless you are going 
to put all in a pool, as a national asset. and let the Government 
ruthlessly use it as it sees proper, with all of the assets belonging to 
the Government, I do not know whether that would be much stronger 
than the present power of commandeering. 

Mr. Jonnson. I think it would be stronger, myself. The Senator 
has well expressed what happened in the war, because he is very 
familiar with it. 

Senator Swanson. The great trouble in the late war was that the 
soldiers got very little pay. and prices and profits were so great, there 
Was a discrimination See those who were in the active service 
under the draft. and those who were out. Everybody recognized 
that, and it ought to be corrected. 

Mr. JomxsoN. That is what we want to get at. 

Senator Swanson. The fellows who bore the brunt of the fighting 
got the least out of it and everybody recognizes that ought to be 
corrected in some way. But it is a very "difficult problem. We 
recognized it at the time the war was going on. 

Senator Rosrnsox. Have you any opinion you desire or care to 
express on the proposal that before this country may participate or 
shall participate in the future in a war, a referendum shall be 
required ? 

Ir. Jounson. I am perfectly willing to express an opinion. 
I think 1t is impossible to do it, as a practic al matter. 

Senator Robinson. It is impractical, you think? 

Mr. JoHNsox. Yes. There is no machinery for it. If you are 
going to vote on war, you will have to do it on many things, and 
Y do not see how you can do it. 

Senator RoBrxsox. You understand, of course, the proposal con- 
templates an amendment to the Federal Constitution, expressly 
authorizing or requiring the referendum and that that contemplates 
statutes to give the constitutional amendment effect. The proposal 
is in the nature of a prevention of war, rather than as a method of 
carrying on the war, and I must say that it seems to have lost a 
part of its force when the author of it admits, if a referendum had 
sei required, the United States would have participated in every 

sar that has been known in our histor y. 

Mr. Coins. Senator, that was just his judgment about it. 

Senator Ronrxsox. Yes, certainly: but the author himself sug- 
gested it would not have made any difference in so far as the mili- 
tary and naval activities of the United States were concerned in 
the past; that if referendums had been provided for and had, we 
would have fought all of the wars we have fought; we would not 
have been spared any of them. 

Mr. Jonnson. I am not so sure we would have fought the Mexican 
War. 


Senator RorIxsox. I am not, either. 
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Mr. Couirys. I am not so sure we would not have escaped some 
of the others. : 

Senator Swanson. Have we ever declared war against anybody 
that the resolution does not sav, “ Whereas war has been declared 
against us,” and we proceeded to defend ourselves? In the Mexican 
War, we proceeded to defend ourselves because war had been de- 
clared by Mexico against Texas. | 

Senator Ropinson. As a matter of fact, does not every belligerent 
claim to be on the defensive? Is not that history ? 

Mr. Jonxson. And that divine Providence is with them. 

Senator RoBINsox. Yes: you are exactly right. 

Senator Swanson. The Mexican War was brought on by Mexico 
declaring war against Texas, which was a part of this country and 
a part of our territory. 

Mr. Jomxson. Yes; and Abraham Lincoln voted against that. I 
would like to answer that question. Its adoption, to me, would be 
serving notice on some Government that it was inevitable we would 
get into war with them. In other words, we would have served 
notice, for whatever the time was for that referendum and just give 
them that much more time for preparation. Suppose we had done 
that in the Spanish-American War; they might have had the Philip- 
pines so fixed up with a few guns they could have bought from 
Germany at that time and blown Dewey's fleet out of the water. 

Mr. Coris. As evidence that what the gentleman says is receiv- 
ing the thought of every other nation, we have a treaty now with 
about thirty-odd nations that gives a period of one year for delibera- 
tion before war can be declared. 

Senator Ronrnson. On the theory that affords a cooling time, and 
I assume the author of the referendum proposal has the same 
thought, in a different degree and presented from a different angle, 
that if the attention of the Nation and the people generally should 
be centered on the menace of war, with a dread of it, the anticipa- 
tion of its cost, and the disarrangements, loss of life and property 
that would result, it would prevent the country from entering war 
sometimes when it might be precipitated hastily into war if no 
referendum were authorized. | 

Mr. Jounson. May I suggest there, Senator, that referendum 
would have to be submitted by the people, and the great majority 
of them. Probably you could not do it that way; it would have to 
be by the President and the Congress. 

Senator Rosinson. Yes. . 

Mr. Jounson. And that would be serving notice that in the minds 
of the President and in the minds of two-thirds of Congress, we 
j to go to war against that nation. 

enator RoBINsoN. Or, at least, that such conditions existed that 
the legislative and executive branches of the Government thought a 
conflict imminent. 

Mr. Jounson. That is correct. 

Senator Rosrnson. That is all. 

Secretary Doak. Under your plan of conscription of everything, 
suppose the Government took over all the men, all the women, and 
all the property. How would you raise any capital that might be 
needed ? For instance, take the experience in the last war; suppose 
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the President had taken over at the time we declared war everything 
in the country and there were many months when it was largely a 
matter of money, how would you have financed the war under your 
conscription plan, if everything was taken over? 

Mr. Jounson. Well, you would have everything: everything would 
be taken over. I know it has practical difficulties, as well as you 
do; I know you would have to Mecorer the money, but I think you 
could do it. That is something neither you nor I can tell, Mr. Sec- 
retary, until we get into war with that statute prevailing. 

Secretary Doak. I appreciate that: but I was just wondering what 
would happen under your plan, had it been in effect and the Presi- 
dent had conscripted everything at the beginning of the last war? 

Mr. Jounson. Well. I think there would have been no difficulty, 
because I think vou would have let those men who had that money 
take Government bonds instead, and I think it would have worked; 
but I do not know the exact way to draw that law any better than 
you. That is the reason this commission is here. 

Secretary Doak. I frankly confess I do not know how to get the 
capital if you had everything conscripted. I thought you had an 
idea on it. 

Mr. JoHxsox. I know that nobody knows how it can be done, and 
nobody has an exact law drawn on any of these matters we have 
discussed. 

Mr. ConLrys. Your proposal involves a constitutional amendment 
so as to enable Congress to conscript the man power and capital, 
too? 

Mr. JoHxsox. Conscript everything. But I know that proposal 
will not be considered. 

Mr. CoLLixs. That is what you are proposing, though? 

Mr. Jounson. Yes; I offer it in the matter of the discussion you 
are having here to-day. 

Mr. Corrixs. But that is really your proposal? 

Mr. JomxsoN. That is my ideal. 

Mr. CoLLixs. A constitutional amendment ? 

Mr. Jounson. And I have not changed on it; but I know, having 
been in rather practical politics for 16 years, and more than that, 
that you won't get that. 

Mr. CoLLixs. And your second choice is conscription of the man 
power? 

Mr. Jomxsox. Oh, that would all go together—conscription of 
everything. | 

Mr. CoLLiss. 1 know. but you introduced a bill which merely 
provides for the conscription of the man power. That is so, is it 
not? 

Mr. Jounson, Let me answer that question. 

Mr. CoLLixs. Did not you introduce a bill providing merely for 
the conscription of man power? 

Mr. Jorxsox. No; I introduced a bill that would limit the profits 
of capital and conscript man power. I want to answer fully, if the 
gentleman does not mind. It is because I knew that, the day that 
we declared war, the man power of the country will be conscripted. 
That bill has been written and was introduced by the chairman of 
the Committee on Military Affairs, and the proposition of the uni- 
'ersal conscription of the man power is a policy of this and every 
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other country. I was attaching to what I knew had been introduced 
and would pass the next dav after Congress had declared war a pro- 
vision to limit the profits, which is perhaps all we could do under 
the Constitution. But I introduced a constitutional amendment to 
conscript everything. Is that clear? They were introduced simul- 
taneously. 

Secretary Doak. I have been rather interested to get some one 
to express an opinion on this particular point, as to the relative 
eficiency of industries taken over by the Government and those not 
taken over by the Government in the last war; for instance, the 
railroads compared with other. industries. Have you any opinion 
ax to the relative efficiency ? 

Mr. Jounson. May 1 just preface that by saying I am not sure, 
when those railroads were aken over by the Government, that the 
people who owned them wanted them to be efficient. 

Secretary Doak. Well, that does not make any difference whether 
they did or did not; the Government actually took them over. any- 
wav. and operated them. Do vou think they were operated any more 
eficiently than some industry that was not taken over by the 
Government ? | 

Mr. Jonson. It is hard to answer. Name an industry with wluclr 
I can compare it. 

Secretary Doak. Name anything you want to take. That was 
the only industry that was taken over, generally speaking, and they 
operated it as a Government agency, with the full power of the 
Government. There were not any “ifs” and “ands ” about that. 

Mr. JoHnson. I am not so sure but that some of the private in- 
dustries were more efficient. That was the inference, that there was 
too much intervention by the Government. In my own judgment, 
I am not certain the people who owned the railroads wanted that 
Government operation to succeed, because of its future effect om 
Government ownership. In other words, we must consider, if the 
Secretary does not mind, all the angles to this. 

Secretary Doak. I do not mind saying I am opposed to Govern- 
ment. ownership. so vou can go ahead and elaborate on it. 

Mr. Jounson. So far as I am concerned, I am opposed to Govern- 
ment ownership, except of what we already have, for instance. suclr 
as Muscle Shoals, which we already have. I have never seen any 
reason why we should give away that type of property, or Boulder 
Dam. which will be the means of saving a great valley. and things 
of that kind. Otherwise. I am with you. I do not think the rail- 
roads would have been any more efficient than if they were let go 
as they were. 

Secretary Doax. I am just trying to test out the theory. 

Mr. Jonnson. Let me answer that 

Senator Rorinsox. Is it not fair to remember in the actual opera- 
tion of the railroads, when they were taken over, substantially the 
same agents or officers were retained in actual control, and, as was 
pointed out here, I think, by Mr. Baruch, one of the primary con- 
siderations in taking over the railroads grew out of the necessity of 
upsetting their arrangement for traffic so as to give priority to trans- 
portation of troops and munitions of war in the interest of the 
prompt and successful conduct of the war; but, as a matter of fact, 
the operators of the railroads were, with very few exceptions under 
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Government control during the war, the same as under private con- 
trol prior to the war? The Government did not discharge the 
agents of the railroad companies and put new and untried men in 
their places; it continued them in their authority; but it did 
divert traffic from one line to another and interfere in that way 
with the business of the railroad companies, all presumably, for 
the effective conduct of the war. 

Mr. JoHnson. Yes: but breaking the existing schedules of all 
kinds. 

Senator RoBINSON. Yes. 

Mr. JoHxsoN. But there is one more reason than that, which I 
ean recall, but even under questioning I can not name the industry 
involved. But by taking these railroads over they had the right 
to freeze the transportation, the Government did, and they froze 
it and there was one very great manufacturer in the country, as 
some of you gentlemen know. whom it ix not nec essary to discuss—the 
war is past and the man is dead—and he was told he would not have 
any more cars unless he did certain things, and he would not do 
them until that time. as we all know. That was the real reason 
for taking over the railroads, so that they could freeze transporta- 
tion. as we want to do now and which vou can do under the national 
defense act. It is one of the powers given in the national defense 
act now. 

Senator Swanson. The real reason is the fact that the railroads 
could not borrow money except on bonds, The railroads were float- 
ing securities, and they could not float bonds at that time without 
inter fering with the Government's transactions through the Treas- 
urv, and so they reached the conclusion there ought to be a uniform 
scale by the Government selling its bonds and not having a half 
a dozen people competing for the bond market in America. And 
the railroad people would have been bankrupt. because their bonds 
were maturing and their roads would have been put in the hands 
of receivers, because they could not meet their maturities; conse- 
quently the Government sold bonds and made advances to the rail- 
roads and financed the railroads in that way. Another thing, you 
take Newport News and Hampton Roads, the railroads centered 
there made a great deal of money, more than they ought to have 
made. and those that did not have the great supply of ships they 
had there were losing money, and they had to equalize it somewhere. 
It was simply a matter of necessity, because they did not have the 
credit, and a great many that had been competent theretofore did 
not have any traffic, because it was all congested at the ports of 
export. 

Mr. Jonnson. That is entirely correct. In addition to that, the 
expenses of operating the railroads had been greatly increased, and 
they could not raise the rates in time of war to meet the expenses, 
because the price of everything had gone up. 

Secretary Doax. Did they not increase everything but railroad 
wages? You are aware of the fact that the wages went up practically 
onlv after the war was over? 

Mr. JoHNson. Those were brought up by the Adamson law. 

Secretary Doak. The Adamson law did not raise wages. 

P Mr. JoHxsox. In my judgment, it did. We might disagree on 
rat. 


WAR POLICIES COMMISSION 107 


Secretary Doak. 1 can prove it did not; that it did not have any- 
thing to do with it. 

Mr. Jonnson. That might be something you and I could not agree 
on, but everything went up. A 

Secretary Doak. We may not disagree when we get the facts. 

Mr. Jomxsox. Some time I would like to get together with you 
and get the facts, but they have not been presented to-day. 

Secretary Doak. It was not the wages; there was one instance 
where an industry was taken over and the wages were not increased 
at all, until the latter part of the war, and the same people were 
operating the railroads. 

Mr. Jonnson. Certainly. 

Secretary Doak. I am just wondering if you had any idea of the 
relative efficiency under that set-up, not desiring to go into the 
cause for taking the railroads over, which I presume they were: 
almost compelled to do on account of the financial situation; but 
you had the men there and they operated as Government employees, 
and out here was some other industry where they did not, and I was 
just wondering whether you had any idea as to the relative ef- 
ficiency ? 

Mr. Jonson. The Secretary has asked a question that it is impos- 
sible for any human being to answer, because vou have just the rail- 
roads on one side and you have every sort of industry on the other. 
The competent industry, well managed, which had employees who 
knew their business and which was functioning well would be much 
more competent than the railroads; on the other hand, the next 
factory would not have that management, and would not be so 
competent. 

Secretary Doak. My own belief is it does not make any difference 
whether they were taken over or were not; you would get just as 
efficient service out of industry if it were not taken over by the 
Government as you would if they did take it over. 

Mr. JoHnson. Depending on the management. 

Secretary Doak. Depending on what? 

Mr. JoHxsox. Depending, in each industry, on the management 
and the particular thing involved—the whole set-up, management, 
workers, and all. 

Senator Swanson. Let me see if I get clear your position. You 
think prices ought to be fixed and to have the power in Congress, 
if injustice is done to any industry on account of the prices being 
fixed at a specific date, so that they could correct that injustice ? 

Mr. JouHnson. I do not think any specific date would be fair to 
anyone. I think there would have to be a flexible power in Con- 
gress, which it would have anyway, and somewhere there should be 
a chance to make that adjustment. Where the war runs one year 
it brings up one problem, and where the war would run for four 
years it would bring up another problem. _ 

Senator Swanson. You would not recommend, then, a statute 
fixing a specific date for the price fixing to commence in case of 
war bite declared ? 

Mr. Jonnson. I think you would have to take an arbitrary date 
at the particular time of the declaration of war. That would de- 
pend on the facts in the case of that particular war. But I do not 


108 WAR POLICIES COMMISSION 


think vou could remain with that date for any length of time: I 
think you would have to have the power somewhere, where if people 
have an injustice done to them they could come to a commission or 
come to Congress, or come somewhere and, if an injustice was 
done to cotton, or if an injustice was done to wheat, or if an in- 
justice was done to any individual or any group, there would be 
somewhere where they could get relief, like a court of equity. 

Senator Swanson. I suppose what you had during the last war— 
you had a board that fixed the prices: vou commandeered anything 
you wanted, and in the last war they had a War Industries Board 
that fixed the prices, didn’t they ? 

Mr. Jonson. The trouble with that War Industries Board was 
that the Alhes had been in the war for so long and had us all out 
of joint on the prices, depending on what they needed. That might 
not occur again. 

Senator Swanson. And if thev conscripted all property, that 
which is not needed vou would conseript as well as the property that 
is desired. 

Mr. Jomaxson. They would conseript all, with the power to take 
what they needed. 

Senator Swanson. Conscript all. and just allow them to take what 
thev needed? 

Mr. Jomnson, As I say, I have no idea that will be done. 

Senator Swanson. Is that any greater power than they possess 
now, under the power of commandeering ? 

Mr. Jomxsox. I doubt if it is exactly the same. Away back of 
this. for instance. of all this practical discussion we are having, 1s 
the idea that the people will know that everyone must serve alike 
ain the next war. 

Senator Swanson. You think it would make the soldiers more 
satisfied at the front to know that everybody was being treated 
alike ¢ 

Mr. Jonnson. Make a better morale at the front and make a better 
morale for the people before you entered the war, and success in 
War is a matter of morale. material, and man power. 

Mr. Coiuins. I think the difference between commandeering and 
what the gentleman is proposing is that the power to commandeer 
carries with it compensation for what is taken, and what Mr. John- 
son is proposing is merely the taking without compensating. 

Mr. Jomnxson. Treat it as you please, as the Government pleases. 

¡Secretary Doak. That certainly would require a constitutional 
amendment, would it not? 

Mr. Jonnson. That is my judgment now and that is my first judg- 
ment, because that is the first thing I introduced. With these other 
plans vou are considering 1 do not think you would require a con- 
stitutional amendment. 

Secretary HukLeY. Congressman, we realize you are just out of 
the hospital and I do not. want to tire vou; you have been on the 
stand for a long time, but the joint resolution under which this 
commission 1s holding these hearings has a provision that the com- 
mission shall not consider nor shall it report upon the conseription 
of labor. Inasmuch as labor has been discussed quite freely, I would 
like to ask vou a question. There is no intimation and you intended 
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no intimation of any kind that labor in the United States is less 
patriotic than any other element of our citizenship? 

Mr. Jomxson. Why, certainly not. Anybody who would impute 
that would just. be a fool. 

Secretary HurLeY. Let me ask vou one other question. Is it not 
a fact that in an insiduous and subversive program that has been 
taking place recently in our country labor has been the greatest 
bulwark of strength of this Government ? 

Mr. Jounson. Well, labor has been no more the bulwark than 
other American citizens; the farmer has been. and the laboring man 
has been. 

Secretary HurLey. But the attempt has been on labor, has it not, 
and has not labor rejected the attempt? 

Mr. Jounson. In other words, labor has advocated good citizen- 
ship. The leadership of labor has never gone communistic, just as 
the farmers have never gone communistic, and it is a bulwark for 
the Government. Might I inject, Mr. Secretary, I shall not object, 
in spite of the fact I think this commission has no authority, if this 
commission should decide, in spite of the amendment passed by the 
enemies of labor who claim to be its friends, to discuss labor. The 
fate of everyone, including labor, is going to be settled as a result 
of this deliberation, and it is a shame that anyone’s fate should be 
settled without him having his day in court. 

Secretary HurLeY. I fully recognize the force of your remarks, 
but you would not ask the commission to violate the law under 
auch it exists. 

Mr. Jounson. No; I would not ask it, and that is not my business, 
sir. 

Secretary HurLey. Now, the next question I would like to ask vou 
is, in the suggestions you have made here, you would not want 
peace-time legislation or an amendment to the Constitution to be in 
such form that it might limit the powers of the Executive or of 
Congress when another emergency arises by reason of the changes 
that may take place in the interim in our whole economic structure? 

Mr. Jounson. I should certainly not; because no one can tell what 
the situation will be in the next war. 

Senator Swanson. If you are going to conscript property. of 
course, when people wage war they try to have as little dislocation 
of business as possible. It is nearly impossible to prévent it; but if 
all of the property is conscripted in the United States—farms, 
homes of laboring men, and everything are conscripted and the title 
in that property rests in the Government during the entire war— 
who would trade in property. who would buy and sell property? 
Would it not mean the cessation of business if the man had to get 
the consent of the Government, and the title to property during 
the war is entirely in the United States—would it not dislocate 
business? 

Mr. Jonnson. It might do it. I think that is one of the things 
that happened in Germany that made her efficient. the perfect con- 
trol they had. 

X i Swanson. But their efficiency finally collapsed, did it 
not 
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Mr. JoHnsoN. It collapsed because they fought the whole world 
and because the American Army got over there. 

Senator Swanson. But they say that the morale of the people was 
all destroyed. 

Mr. JoHNsoN. It was because the power of the American Army 
finally came into being. 

Senator Swanson. Would not that really amount to a cessation 
of business of trading and selling, while the Government had the 
title to all of the property during the war? 

Mr. JoHxson. You would have to cover that in any statute vou 
would enact. 

Senator Swanson. What would you put in the statute? 

Mr. Jounson. To take over all of the property the Government 
needed and probably release the rest. I do not understand why 
they would want to take over a man’s cow. You would have the 
power to do it and vou would do it and take over piece by piece 
what vou needed. 

Senator Swanson. If that is simply commandeering, you have 
the power under the law at the present moment to do it: if you 
are going to commandeer only this and that. vou can do it: only 
it is a question of fixing the price, but that can be settled by a 
court or commission. 

Mr. JoHnson. But away back of this, it would change the morale 
of the entire country and of the Army. 

Senator Swanson. I know your resolution did not do it, but I 
am talking about the concrete effect of it, how it would operate if it 
were put into execution. 

Mr. Jomxson. The amendment, if such were adopted, should give 
great latitude, as already suggested by the chairman df this commis- 
sion. In other words, vou should lav down the policy and leave 
enough latitude so that the poliey could be changed in some degree 
or in any degree, but leave the Government in control always, 

Senator Swanson. I think the Government ought to take all the 
popas it needs at a fair price: all I am apprehensive about is 
waving all of the property hung up during the duration of the war, 
so that nobody can sell, buy, or trade in it until the war was over, 
and then to return it. 

Mr. JoHnson. As a matter of fact, you can amplify that by saying 
all of us are apprehensive and always were. That is the reason we 
ought to have the discussion we are having here. 

Senator Swanson. The burden ought to be distributed as much as 
it can possibly be, the losses ought to be distributed as much as they 
can possibly be, and the benefits and the burdens ought to be fairly 
distributed and we ought to get a law that will do it: but vou ought 
not to get a law which will simply add to the discrimination upon 
one man’s factory that is seized and another one’s not seized. without 
compensation, but you should be able to take what you want when 
war is declared. Sometimes you want coal, sometimes you want 
wheat: they needed sugar during the last war and bought up pretty 
nearly all of the sugar in the world and rationed the world. It 
seems to me during the last war, conducted by Wilson, a good many 

eople thought it was pretty vigorous. a good many people thought 
le was tyrannical, but he produced results, I think we went about 
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as far as the people would permit us to go at that time. Don’t you 
think so? 

Mr. Jonnson. At that time, yes; because of the particular war and 
because of the disagreement as to whether we should enter it or not, 
and because of many factors; because there was propaganda on both 
sides prior to the war. The other countries had been in the war for 
four years, and the people had become very bitter partisans in the 
United States. and ıt was a very difficult situation for the Chief 
Executive. 

Secretary HurLeY. Congressman, you understand, of course, you 
have the privilege of extending in the record any brief or statement 
further that you want to make, and we would like to have the privi- 
leve, too, of recalling you at some time if we find it necessary. 

Mr. Jomxsox. Oh, certainly; I would be very glad to come at any 
time, if I could be of any assistance. 

Secretary HurLeY. We are very grateful to you for the help you 
have given us on this subject. 

Mr. Jounson. Mr. Secretary. I want to thank you and the com- 
mission for your courteous treatment and the opportunity of 
appearing. 

(The following are the papers submitted for the record by Mr. 
Johnson :) 


H. J. Res. 384. (67th Cong., 2d sess.. September 21, 1922.) Proposing an 
amendment to the Constitution of the United States, 

H. J. Res. 76. (68th Cong.. Ist sess.. December 13, 1923.) Proposing an 
amendment to the Constitution of the United States. 

H. R. 13201. (67th Cong.. 4th sess., December 6, 1922.) Reintroduced Sixty- 
eighth Congress as H. R. 4841. To provide further for the national security 
and defense. 

H. R. 4841, (68th Cong., Ist sess., Jannary 7, 1924.) To provide further for 
the national security and defense. 

H. R. 4800. (69th Con.. Ist sess.. December 10, 1925.) To provide further 
for the national security and defense. 

H. R. 455. (Cancel.) (70th Cong.. Ist sess., December 5, 1927.) To provide 
further for the national security and defense. 

H. R. 8313. (70th Cong.. Ist sess., January 4, 1928.) To provide further for 
the national security and defense. 

H. R. 6995. (Cancel.) (71st Cong., 2d sess., December 9, 1929.) To provide 
further for the national security and defense. 

H. R. 8981. (71st Cong., 2d sess., January 22, 1930.) To provide further for 
the national security and defense. 


LH. J. Res. 384, Sixty-seventh Congress, second session] 


IN THE House OF REPRESENTATIVES, 
September 21, 1922. 
Mr. Johnson of South Dakota introduced the following joint resolution; 
which was referred to the Committee on the Judiciary and ordered to be 
printed. 


JOINT RESOLUTION Proposing an amendment to the Constitution of the United States 


Resolved, by the Senate and House of Representatives of the United States of 
America in Congress assembled (tico-thirds of each House concurring therein), 
That in the event of a declaration of war by the United States of America 
against any foreign government or other common enemy the Congress shall 
provide for the conscription of every citizen and of all money, industries, and 
property of whatsoever nature necessary to the prosecution thereof, and shail 
limit the profits for the use of such moneys, industries, and property. 


48440—31—pt 1—8 


112 WAR POLICIES COMMISSION 


[H. R. 6925, Seventy-first Congress, second session] 


IN THE House OF REPRESENTATIVES. 
December 9, 1029. 


Mr. Johnson of South Dakota introduced the following bill: which was re- 
ferred to the Committee on Military Affairs and ordered to be printed. 


A BILL To provide further for the national security and defense 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That in the event of a declaration 
of war by Congress which in the judgment of the President demands the im- 
mediate increase of the Military Establishment, the President be. and he is 
hereby, authorized to draft into the service of the United States such members 
of the unorganized militia as he may deem necessary : Provided, That all persons 
drafted into service between the ages of twenty-one and thirty. or such other 
limits as the President may fix, shall he drafted without exemption on account 
of industrial occupation. 

Sec. 2. That in case of war, or ln the President shall judge the same to 
be imminent, he is authorized and it shall be his duty when, in his opinion, 
such emergency requires it— 

(a) To determine and preclaim the material resources, industrial organiza- 
tions, and services over which Government control is necessary to the sue- 
cessful termination of such emergency, and such control shall be exercised by 
him through azencies then existing or which he may create for such purposes; 

(boy To take such steps as may be necessary to stabilize prices of services und 
of a'l commodities declared to be essential whether such services and commodi- 
ties are required by the Government or by the civilian population. 


EXTRACT FROM INAUGURAL ADDRESS OF PRESIDENT HARDING MARCH 4, 1921 


s * * * * * * 


If, despite this attitude. war is again forced upon us, I earuestlv hope a way 
may be found which will unify our individual and collective strength and con- 
secrate all America, materialiv and spiritually. body and soul. to national 
defense. I can vision the ideal republic, where every man and woman is called 
under the flag, for assignment to duty, for whatever services, military or civil, 
the individual is best fitted: where we may call to universal service every plant. 
agency, or facility. all in the sublime sacrifice for country, and not one penny of 
war profit shall inure to the benefit of private individual, corporation, or com- 
bination, but above all the normal shall flow into the defense chest of the 
Nation. There is something inherently wrong, something ont of accord with the 
ideals of representative democracy, when one portion of our citizenship turns 
its activitics to private gain amid defensive war while another is fighting. sac- 
rificinz, or dying for national preservation. 


[Included in platform of Democratic Party. 1924] 
WAR 


War is a relic of barbarism, and it is justiflable only as a measure of defense. 

In the event of war in which the man power of the Nation is drafted, all 
other resources shall likewise be drafted. This will tend to discourage war by 
depriving it of its profits. 


UNIVEBSAL MOBILIZATION IN THE TIME OF WAR 
[Included in platform of Republican Party, 1924] 


We believe that in time of war the Nation should draft for its defense not 
only its citizens but also every resource which may contribute to success. The 
country demands that should the United States ever again be called upon to 
defend itself by arms the President is empowered to draft such material 
resources and such services as may be required and to stabilize the prices 
of services and essential commodities, whether utilized in actual warfare or 
private activity. 
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(Included in platform of Republican Party, 1928] 
NATIONAL DEFENSE 


We believe that in time of war the Nation should draft for its defense not 
only its citizens but also every resource which may contribute to success. The 
country demands that should the United States ever again be called upon to 
defend itself by arms the President is empowered to draft such material 
resónrees and such services as may be required, and to stabilize the prices of 
services and essential commodities, whether utilized in uctual warfare or 
private activity. 


Secretary HurLeY. The next witness we have this morning is 
Brigadier ‘General Delafield. who has had some experience in “the 
subject under consideration. General Delafield before the war was a 
colonel, New York National Guard. He served during the war as a 
colonel, Ordnance Department, and was Chairman of the War De- 
partment Board of Contract Adjustment. Served for a time since 
the war as Chief of the New York Ordnance District. He was 
decorated by the United States and foreign Governments. Now 
Brigadier General, Ordnance Reserves. 


STATEMENT OF BRIG. GEN. JOHN ROSS DELAFIELD, UNITED 
STATES RESERVE CORPS 


General DeLarteLD. Gentlemen of the commission, I welcome the 
opportunity to speak to vou on this subject, which has been one of very 
intense interest to me, but not part of my professional life for many 
years. I can not speak from the point of view of a great leader and 
constructive leader in the World War, such as some of the men were 
who have appeared before vou in the past. My experience was more 
with the actual conduct of the details of affairs then and afterw ards, 
My familiarity is based on having the command of an artillery regi- 
ment in the guards at the beginning of the war, to which position I 
had gr adually worked from many years of service; from being 
invited to take a command ov erseas, being rejected for physical rea- 
sons, and then being transferred to the Ordnance Department and 
made the finance officer and adviser of the great Chicago ordnance 
district, where I had charge of the whole financial aspect and what 
Was called the property seetion, From there I was transferred to 
Washington to take charge. in the Ordnance Department, of the 
detail, of the planning out, and the conduct of the settlement of con- 
tracts that were suspended by the armistice. Having gotten that well 
under way and done my part to see that the boards to “settle contracts 
throughout the country were functioning properly, and having helped 
with the planning and organization of ‘the system until all was run- 
ning well, I was about to resign my commission, but was put in 
charge of the War Department “Board of Contract Adjustment and 
organized that board, selecting the 10 or 12 judges and the eighty- 
odd Government attorneys and instructing them, and we completed 
the work of that board in about 11 months’ time, and then going in 
the reserve and working with the reserve in various capacities since. 
My views then may be more at short range because I have been in 
the midst, as it were, of the business end of the war, both during 
and after, rather than in the executive end of general supervision. 

In your telegram to me, Mr. Secretary, vou stated that the objects 
of the commission were to consider matters in relation to the promo- 
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tion of peace, the equalization of the burdens of war, and minimiz- 
ing the profits of war, and I appreciate an opportunity to say a few 
words on each of these subjects. if I may. 

In the first place, with regard to promoting peace, the subject is 
a very wide one, with many aspects, and I want to touch on it for 
only a few minutes; but I have very decided views which I would 
like to express. In any plan for eliminating war or promoting peace 
the first things that occur to one are, first, to eliminate the causes of 
war in so far as that can be done, and then to so adjust the relations 
of nations and people that wars will be prevented. It seems to me. 
with my knowledge, what knowledge I have of history, that the 
principal causes of war may be classified under four heads: 

(1) Is the desire to take something away from somebody else: 
to acquire territory; to seize property. That has been the cause of 
many wars since the most ancient tribes have started to fight. It 
was Napoleon’s ambition, and he is perhaps the great outstanding 
modern example of this type of cause for warfare. 

(2) The next cause is the economic pressure of circumstances. 
That was the cause which brought on the great invasions from Asia 
into Europe. It is still a cause to a limited extent. but not so much 
as formerly, for the reason that the freedom of immigration from 
one country to another has enabled individuals to escape unfortunate 
economic conditions and to better their lot, so it is not necessary for 
one nation, or people, to move as a body against another, in order 
to improve their economic conditions. That is not then one of the 
present causes of war. 

(3) The third is oppression—the fear of oppression. Our War 
of 1812 was a war based on oppression—the taking of our seamen 
from our ships and impressing them on British vessels. It was a 
war that arose out of the direct oppression by another nation of the 
nationals of this country. Those difficulties are likely to occur at 
any time and become the causes of war quite frequently. 

(4) The fourth cause is fanaticism. Of course, we think of wars 
due to fanaticism as things of the past (the great invasions of the 
Mohammedans, the Christian Crusades), but they are not; there is 
one nation to-day which is imbued with a great fanatical spirit, the 
spirit of communism of the Russians, which might result in war at 
any time. Fanaticism is not past as a possible cause of war. 

There may, of course. be other contributing causes, but these four 
I take it, are the principal causes. 

Now with regard to the elimination of the causes of war. The 
ambition and desire to acquire more can not be eliminated out of 
other nations by the efforts of any one nation. We can not, by our 
activities in the United States, eliminate out of any other nation 
that ambition to expand and acquire more territory, or more goods. 
and to do so by force. . 

As to immigration and the causes of war through the pressure of 
economic necessity, that cures itself through the constantly opening 
doors of freedom of passing from one state to another. Occasionally 
difficulties may arise. For instance, Russia refuses to let its people 
emigrate; it, therefore, is perhaps making a condition which might 
result in an outburst of that sort. With China we refuse to let its 
citizens come hither to this country. They are restricted by us. We 
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can not say that might cause any trouble, but still the possibility 
remains. 

Now, with regard to the matter of fanaticism, I have spoken- of 
the condition in Russia. Through religious and economic toleration 
in other civilized countries, the grow th of different beliefs and dif- 
ferent sects in each country has contributed lar gely to eliminating 
this condition. 

Oppression and the fear of oppression from other nations is not 
within our power. We can try to prevent it as far as we can through 
treaties and that kind of thing and, in that way, alleviate the cause. 
I think, however, that the real hope of doing away with war lies 
not so much in eliminating the cause, for that is often impossible, but 
rather in finding a means to prevent it. 

Now, in considering how you might apply the means to prevent 
war, I think it is very difficult, or at least for me it is, to think in 
terms of whole nations because it is difficult for us to imagine what 
the motives and actuating reasons that move whole nations are. But 
if you will boil the thing down and say. after all, nations are groups 
of people and their emotions and their activities are guided by simi- 
lar reasons as are individuals, you can much more easily visualize 
the situation. And, for that reason, I want to talk for a few minutes, 
placing each nation. as I see it, as though it were an individual, or 
the individual head of a family. and then call attention to this: 
These nations which we will now regard each as a man, or as a 
family, are no longer separated by great distance; they live fairly 
close together. They can talk to each other immediately by the 
telephone around the world; they can reach each other in a few 
minutes’ time by airplane; they are no longer separated by great 
oceans, or rivers, or ranges of mountain so that it takes days or 
weeks to get from one to the other. In other words, here are groups 
or families, we will call them, living close together, in close con- 
tact. Now there is no superpower, there is no supersheriff, there is 
no court, no government, to control the relations of these families 
which are now living closer together than they have ever lived before. 
In other words, each family is standing on its own basis, and if one 
man attacks another man, there is no sheriff, and no superpower to 
interfere. 

Now what can these families do to prevent any of these four kinds 
of wrongdoing that we have to-day? It is fundamental, between 
two individuals, that where two individuals or families are armed, 
there is respect for each other. I think we almost all of us know 
that in our own experience; that two unarmed men much more easily 
come to blows than two armed men. One armed man may do just 
as much harm as the other, but the mere fact the éther is armed pre- 
vents their coming to blows and making a conflict and it goes far 
to prevent stealing, plundering, and trespassing. That is so with all 
primitive men. he reason is obvious. When they are unarmed 
they may come to blows and, after they get through, one may have 
had a severe beating, but still lives. If they are armed and they 
come to blows, after they fight the chances are that only one will be 
alive. and they can not be sure whether that one will be the aggressor 
or the other man who was armed. So that arming is, in itself, a 
preventive of war among these groups, and it has “been proven so 
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over and over again by the experience of mankind—so often that it 
is axiomatic. 

Of course, another means. and it is the first step in the direction 
of Government, is for these individuals, without forming any gov- 
ernment at all. to make an agreement that if anvone, or any family. 
or any member of any family commits any of these wrongs the rest 
will get together and hunt him down and punish him. You might 
in our own phraseology. call that a vigilance committee stage. and 
that is exactly what it is. 

Now, looking at the world to-day, we are about in the stage where 
there are these families living close together. no longer scattered in 
very distant places. and individually standing alone with no super- 
power, with no vigilance committee—at least not so far as we are 
concerned—and certainly no effective vigilance committee anywhere. 
We are in that position where we are seeking to prevent war by each 
individual or family arming itself adequately. so far as we can see, 
with the hope that, if we are adequatelv armed the other family or 
group won't attack us for any one of these four causes, or for any 
other reason. With that in view. we have each established our forn: 
of armaments, and our national armaments are the same in reality 
as the weapons of the individuals. Now, we may go on and may 
form superstates, but that is not before us now: it is the dream of a 
great statesman in France. but it does not here concern us at all. 
I take it it has no bearing whatsoever upon the actions of this com- 
mission. I do not want to consider it. But I do want to mention 
this: Assuming there are a group of families which have maintained 
their position by each maintaining their armaments and thereby in- 
suring the respect of the neighboring families, if any one of those 
should discard its arms altogether and there being no superpower. 
it is a good chance that that family group would suffer very severely. 
We have seen how severely China has suffered from being in that 
position, and how completely Japan has prospered by taking the 
opposite point of view and by arming itself even though it started 
from exactly the same position as China less than a hundred years 
ago. That is the fundamental means for preventing war, as far as 
possible, under the present conditions, 

I realize very well that one of these families getting very thor- 
oughly armed and very thoroughly skilled. might become a bully 
and might attempt to domineer. The answer to that, so far as we 
are concerned, is that we must so prepare ourselves and prepare 
our own defense that we will not become a bullv. Now that, I take 
it, we have done. We have our naval limitations; we enter into 
treaties that limit our navies. We are in no danger of becoming 
a bully. so far as'a navy is concerned. So far as our land forces 
are concerned we have. by our national defense act, worked out a 
plan by which the citizen is to defend himself, and the citizen's 
main business is not war: the citizens main business is his civil 
life; and so our civilian plan is a plan that can never make us a 
military bully. On the other hand, it is a plan, if we actually live 
up to it, which will cause all nations to respect us and give us that 
protection which military strength always gives to the nation or to 
the man. 

Gentlemen, I think I need not elaborate on the fact that von are 
not living up to this system: you are falling far behind it: that 
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every year you go farther back; that your reserve of munitions 1s 
vanishing before your eves; that vou are not keeping it up; that, 
if you went to war in a major emergency. you would use up all 
vou had and find you had nothing for a long time waiting for the 
factories to produce more in sufficient quantities. That is the plain 
statement of facts as to which the experts of the War Department 
can give you much better information than I can. 

The other feature in which we are not living up to it is that having 
set up a plan for training those individuals who require the most 
training, in order to have them in readiness in case of war and to 
select those citizens who should be trained, we have only gone part 
way. We have selected some of them, to be sure, but we have 
reglected their training, and we have neglected it to such an extent 
that General Summerall, the last Chief of Staff, in his final report 
stated that a man coming out of the Reserve Officers’ Training Corps 
had the equivalent of something over 600 hours of training to qualify 
him as a second lieutenant, and that after he came into the reserves 
he got training at the most but once in three years for two weeks, 
and that was not sufficient even to maintain him at the state of effi- 
ciency he had at the time he left the Reserve Officers’ Training Corps. 
That is the open report of our Chief of Staff, made by him on his 
retirement, and how nearly true it is you can find out through the 
means you have of investigating the War Department, and I am 
satisfied. from my own observation, it is so serious as to need 
thorough investigation. 

Now, with regard to equalizing the burdens of war, I have not had 
the privilege of hearing the testimony given here by previous wit- 
nesses; I have not read their testimony. But after being in the 
Ordnance Department, and, contrary Sethian to my desire, but being 
thrown in the midst of their business problems, I found that even 
during war the crying demand of the Ordnance Department was 
“Why did not the Government fix the prices of labor and the prices 
of all essential materials at the beginning of the war?” Now, the 
reason was perfectly plain. No contractor dared to take a contract 
at a fixed-price basis, because he did not know what was going to 
happen to the price of materials and what was going to happen with 
the price of labor the next day, and if he took a contract on a fixed- 
price basis he was a fool, because he was probably ruined the moment 
the ink dried on his signature. It became necessary, therefore, for 
the Ordnance Department, wherever it contracted with concerns of 
standing and sound judgment, to contract on some sort of scale or 
cost-plus basis, and it cost the Government millions and millions of 
dollars of money not only in actual payment for these things but in 
the time and the difficulty involved in administering those contracts 
and the obtaining of the supplies under them. Your executive sec- 
retary, Colonel Montgomery, had some experience with that, and I 
hope he may have the privilege of saying something to you with 
regard to it. It was a matter that was an evervday concern of the 
Ordnance Department, and the plan of freezing the cost of labor and 
the prices of materials of all kinds was an actual plan debated and 
advocated by our great supply departments even during the war and 
has since remained an object of their intense desire—to see it fixed 
on the statute books 
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With regard to the commandeering of various kinds of plants and 
properties, the Ordnance Department thought that the law in effect 
during the war and at the end of the war was adequate for the pur- 
pose. Everything that the Government wanted to use it could seize 
and use right away. Under the law it did not need to wait. 

With regard to the plan of conseripting all labor and all property, 
as well as all the soldiers, it seemed to me and I have never had the 
privilege of discussing it with the higher officers. but it always seemed 
to me perfectly impractical. How could the Government supervise 
the immense business of this country if it conscripted all and tried to 
take it over and manage all that property; who could see to the detail 
of all the businesses: who could spur them to produce? So it seems 
impossible on its face. If, on the other hand. you conscript all and 
then decide to let all go except a small part, you have done no more 
than to commandeer: you would have conscripted only what you 
could commandeer under the present system. The true plan would 
seem to be, then, as far as I can understand it, to freeze the prices of 
labor and materials and not to conseript generally. 

Now it has been said that the real difficulty of equalizing the bur- 
dens is that when war comes vou take away, out of the ranks of indus- 
try, a very great number of the most efficient of the young men who 
are doing the work. You also do this—you inject a large quantity 
of new manufactures. a great mass of things have to be made; new 
factories have to be built; new machinery has to be installed; new 
operatives have to be found. You therefore deplete the ranks of 
labor and at the same time you greatly increase the demand. The 
result 1s the prices of labor soar immediately and the only way by 
which that can be controlled, it seems to me, is to fix the price of labor 
at some definite date and then, by the aid of a commission, readjust 
it from time to time as the needs of the situation require. 

It seems to me, therefore, that it would be right and wise for Con- 
gress to have on its statute books a law which might be put into effect 
immediately, in the event of war, to accomplish that aim and it seems 
to me that law ought to be worked out now. You will recall, gentle- 
men, that when the war came we spent I do not know how many 
weeks—vou know better than I do—trying to work out the details 
of our draft law for drafting men to go into the fighting forces of 
the United States. and that took us some weeks; how many I do not 
know—maybe two months. Now, if that law had been on the statute 
books, with all of its details worked out so that it would have only 
taken either the stroke of the pen by the President or the passing of 
a resolution by Congress immediately to put it into effect, we would 
have been saved those two months in the direction of preparedness. 
Now you have had your experience; you know what kind of a law to 
enact. You do not want to have to take time when the emergency is 
upon you to debate the question and work it out. 

Now the same is true of a law which would permit the fixing of 
prices. In my opinion, gentlemen, and the opinion of great numbers 
of your citizens who have considered this problem, that law ought 
now to be on your statute books, and while it might not be in the 
exact form as to every detail you would finally want it, it ought to be 
sufficient so that it could be put in operation at once; then with your 
aid and the aid of a commission to make corrections, which should 
be provided for in the statute, the adjustments could be made after 
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the war began without the delay incident to holding up the whole 
thing until you had adjusted some of those details. I think that very 
essential to the success of any military defense in case of a major emer- 
gency; furthermore, I think it very essential in the matter of Ad 
moting peace, because 1 am convinced, gentlemen, that the best 
method, in the absence of a superstate or something equivalent, to 
promote peace, is to know that your adversary is armed and ready 
and, if he is ready, why you won't attack him, you will be very 
careful not to pick a quarrel with him. So long as this readiness 
does not induce you in any way to go into war, that readiness ought 
to be promoted and ought to be held always subject to your will. 

I think that outline as I have given it. gentlemen, is my own view 
as to the available means for doing what vou, Mr. Secretary, told me 
were the subjects brought before vour commission, namely. to pro- 
mote peace, to equalize the burdens of war. and to minimize the 
profits of war. | 

1 have one suggestion to add, which 1 have not heard widely dis- 
cussed—it was put into effect to a certain extent in the last war—and 
that is with regard to taking the profits out of war and at the same 
time returning the labor to those necessary industries out of which 
it has been taken by the draft for the Army and out of which it 
has been taken by the manufacture of munitions and supplies, 
namely, that the income taxes, whatever thev are, should be greatly 
increased from the time the war begins with a view not only to sup- 
plying the Government with funds but also to keep the people from 
demanding things which might take labor to make and which are 
unessential. In other words, it would tend to cut down certain kinds 
of production and to free labor correspondingly for more essential 
work, and it would also give the Government a greater supply of 
money so as to make it unnecessary to borrow so much. 

Gentlemen, 1 thank you very much for the privilege of making 
this outline statement. 

Mr. CoLuixs. You think the way to promote peace is by rattling 
the saber, do you? 

General DeLAFIEID. No. 

Mr. CoLLixs. Well, you think the way to bring about peace is to 
be thoroughly prepared for war? 

General DeLariELD. No. 

Mr. Cotrixs. Was not that what you said? 

General DELAFIELD. No. 

Mr. ConLixs. I understood vou to carry it down to the individual, 
saving that two individuals who were armed would be less likely to 
fight than two individuals who were not armed ? 

General DeLAFIEID. Yes. 

Mr. CoLLrys. And so it was with nations. 

General DELAFIELD. Yes. 

Mr. CoLLixs. Now. I do not know what your experience is up in 
New York City. but down where I come from the men who have a 

istol in their pockets are the ones who are the most likely to get to 

ghting. That has not been your experience? 

General DELAFIELD. No, sir; not in Wyoming, nor in New York. 

Mr. CoLLrxs. What about the constitutionality of a price-fixing 
law? Have you investigated that? 
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General DeLarienD. I have made no study of that. 

Mr. Cottins. You do not know whether it is constitutional or not? 

General DerLartenD. I do not: no. 

Mr. CoLLixs. And vou are a lawyer? 

General DELAFIELD. Yes. 

Mr. CoLLixs. That is all. 

Secretary HURLEY. General, the object of the commission, of 
course, Is to find a solution for the problem of minimizing or elimi- 
nating the profits of war. You have made quite an interesting sug- 
gestion. Are you prepared to advise the commission what action it 
should take upon the suggestion made by you? Have you reduced to 
concrete form your idea of what should be the action of the commis- 
sion, so far as reporting a law to Congress is concerned? Have you 
prepared a draft of a law? 

General DeLarteELD. I have not prepared the draft of any law. I 
had no idea 1 was to be called before vou until last week, when 1 
received your telegram. and I have been very greatly absorbed in 
occupations that have kept me working even at “night, so have had 
no opportunity to read the hearings vou have held here. 

Secretary Hertey. You have no suggestion to make. then. as to 
how the ends suggested by you are to be “attained, whether by consti- 
tutional amendment. by enactment of Congress, or by annual study 
and revision of the subject ? 

General DeLarieLD. My suggestion would be, sir, that Congress 
should pass those laws promptly. I do not know, not having made 

a special study of it, whether they would be open to objection. on the 
ground of unconstitutionality; I do believe that, once they were en- 
acted, they could not be attac ked on the eround of unconstitutionality 
until they were put into operation: they “would not be put into opera- 
tion until war commenced, and. if attacked on the ground of uncon- 
stitutionality at that time, I am inclined to believe, with Congress- 
man Johnson, that the courts would sustain that legislation as being 
constitutional. So my suggestion would be that Congress proceed tc 
enact legislation and that no attempt be made at this time to amend 
the Constitution. 

Secretary HurLeY. You have been interested in this subject for 
quite a long time. Have you heretofore, before you were invited to 
appear before this commission, given any study to what form the 
legislation should take ¢ 

General DeLaFieLp. 1 have never attempted to draft a bill: no. 

Mr. CoLLrss. You were introduced as ea: general. 

General DELAFIELD. Yes. 

Mr. CoLLixs. You were a brigadier general during the war? 

General DeLaFIELD. No, I was not. 

Mr. CorLixs. Well, how did you get the title of brigadier general? 

General DeLaFIELD. By promotion in the reserves from the grade 
of colonel. 

Mr. CoLLixs. You are a reserve officer? 

General DELAFIELD. I am a reserve officer. 

Secretary HURLEY. You were a commissioned officer during the 
war? 

General DELAFIELD. I was a colonel in the Ordnance Department. 

Senator Rosrnsox. What have you to suggest regarding the prac- 
ticability of a referendum on the subject of war? 
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General DeLarrenD. I think it is wholly unnecessary, because it 
is my belief, sir, the conclusion arrived at would be no different 
from the conclusion arrived at by Congress. My personal expe- 
rience extends no further, however, than the Spanish War, at which 
time I was a drill sergeant and law student and knew the subject 
only from that point of view; but my surroundings were such then 
that I realized the people were ready or perhaps more ready to go 
to war than Congress was, and that Congress and the President 
appeared to be the ones who were holding back. My observation of 
the conditions at the time of the World War were similar. If any- 
thing, sir, I believe that a referendum might result in drawing the 
country sooner into war than the deliberative action of the chosen 
representatives of the people. 

Mr. Cotitns. And you do uot believe President Wilson was elected 
President the second time because of his attitude on war? 

General DeLarreLD. I know nothing about that, sir. 

Mr. CoLLiNs. You never heard of that campaign? 

General DeLarieLD. I have heard that stated, sir. 

Secretary HurLeY. That is all. Thank you very much, General. 

General DeLarreLoD. Thank you for the opportunity of appearing. 

(The commission thereupon adjourned until Wednesday, March 
11. 1931, at 10 o’clock a. m.) 


MarcH 11, 1931. 


The commission met at 10 o’clock a. m., March 11, 1931, in the 
minority conference room, Senate Office Building, Washington, 
D. C., Hon. Patrick J. Hurley (chairman) presiding. 

Secretary HurLeY. Gentlemen of the commission, I want to intro- 
duce the next witness, Mr. Baker, who was Secretary of War during 
the World War. And in introducing him I think the highest tribute 
I can pay him is the fact that he handled the War Department in 
the most strenuous time in the existence of that department, and 
handled it with great success, credit to himself and to the country. 

Mr. Baker. I am much obliged to you, Mr. Secretary. 

Secretary HurLeY. Mr. Baker, I am sure you are familiar with 
the subject under consideration by this commission this morning and 
I would like to have you a da your own way to address your- 
self to the purposes of the joint resolution under which this com- 
mission was created. 


STATEMENT OF HON. NEWTON D. BAKER, FORMER SECRETARY 
OF WAR 


Mr. Baker. Mr. Secretary, I have not come prepared to discuss in 
a detailed way the subjects before the commission for two reasons. 
In the first place, I wanted to respond, rather, to questions which 
the commission might desire to ask, and, in the second place, the 
questions before you are largely scientific, economic questions, and I 
am not a trained economist. I feel the commission will get much 
more help from others on that subject. I have, however, read the 
joint resolution under which the commission is organized. I feel 
quite sure that the suggestion of that resolution would be unwise, 
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that a constitutional amendment be considered which would enable 
the Congress to make capital levies. I assume that is implicit in the 
language of the resolution. A capital levy superimposed on the 
normal, inevitable, economie disturbance which the outbreak of war 
causes would be so drastic a burden and bear so heavily upon vast 
numbers of people at a time when many people would have to sell 
some part of their assets in order to secure the money to pay the 
taxes. and there would not be anybody to buy what they had to sell, 
as would produce an almost revolutionary disturbance in the country 
at large 1f the financing of the war were undertaken by that process. 

Perhaps I ought to say. by way of preliminary, that my approach 
to questions of this sort is necessar ily based on experience rather than 
on reasoning. When I think of this kind of problem I think myself 
back into a situation where what we were trving to do was to win 
a war, incidentally with as little injustice and as : little inequality of 
«distribution of the economic burden as we possibly could; but the 
primary impulse in all of our minds was the central objective of 
winning the war. That is a very practical approach. 

Undoubtedly now, in time of peace, it is possible to approach this 
as an abstract, more or less academic, problem, trving to think what 
would have been better, or what would have overcome some of the 
difficulties we faced. and I try to feel how that would work in actual 
war. Now, if vou do not mind my generalizing a moment, I want to 
make this observation: Modern war is essentially and inevitably : 
process of improvisation, particularly if it lasts any length of time. 
I think two modern nations can undertake to engage ìn a war that will 
last three or four months and live on their antecedent preparations 
for that length of time; but everything about modern war changes 
very rapidly- its size, its economic demands, its effects on the civilian 
population, the kinds of arms that are used. and the quantity of 
armament of various kinds. Everything changes as the war goes on. 
The World War is a typical example of it. The kind of new weapons 
which were used in the World War, at the end of the war, and their 
dominance over the old arms, is one of the striking characteristics 
of that war. The development of the submarine, the dev elopment of 
the airplane, the proportion of artillery used to infantry, the whole 
introduction of chemical warfare, changed the character of the war 
from the time it started to the time of its conclusion so profoundly 
that it was really a different war, for which antecedent preparation 
had not been made. 

As a war progresses under modern conditions the inventive faculty 
of the various nations is stimulated, its industrial capacity is de- 
veloped, and these new agencies and new theories of combat neces- 
sarily change the whole character of it. I think this is also trne 
about the economic situation. At the outset the economic demands 
of a war, no matter how imaginatively they are tried to be foreseen, 
are varied and changed to cor rrespond with the other changes that go 
on in the making of “the war itself. Having had that experience, my 
own very strong feeling i is that there is only a limited amount of pre- 
paratory economic legislation or planning that can be done and that 
it would be a mistake to have inelastic provisions of that sort 
attempted, just as it would be a mistake to have inelastic provisions 
made for arms. 


WAR POLICIES COMMISSION 123 


We started into the war saying we were going to use so many 
machine guns to so many rifles and so many 75-millimeter guns as 
divisional artillery and so many larger guns for corps and larger 
artillery, and that was an inelastic rule. We soon found our mili- 
tary formations were not adapted to the exigencies that existed in 
actual combat. That is true, I think, just as much of the economic 
field as it is of the actual military field, and. in a general way, I want 
to say this: I think we of the War Department found ourselves per- 
haps more embarrassed by laws which had been passed than by the 
absence of law. When we met a new situation which required action 
and immediate action, it was a relatively simple thing ae us of the 
War Department to confer with the Military Affairs Committees of 
the Senate and House and explain the new situation and say we had 
to go beyond any existing provision of law and we would get their 
entire sympathetic concurrence; but if the situation involved the 
violating of existing laws, neither the Senate Military Affairs Com- 
mittee nor the House Military Affairs Committee felt that they 
could, with propriety, advise the Secretary to fly in the face of a 
positive enactment. So that, in our process of improvisation, we 
were happiest when the laws that provided us power were most 
elastic and least in detail. 

If an illustration is of any value to make that clear, there were 
certain laws that had been passed by Congress limiting the number 
of staff officers who could be in Washington at any particular time, 
limiting the selection of the heads of corps like the Quartermaster 
Corps, where the selection of the head of the corps was limited to a 
certain number of senior colonels; while in the great whirl of war, 
when an enormous expansion of the General Staff in Washington 
was the most important thing that could possibly be imagined, there 
stood a positive enactment limiting the number of General Staff 
Officers who could be in Washington at one time, and that was a law 
which restrained and restricted. The same wav with regard to the 
selection of heads of the Quartermaster Corps and things of the 
same kind. 

Now, I have read the so-called Capper-Johnson bill; I think it is 
Capper-Johnson bill; it may be the Johnson-Capper bill. It seems 
to me that bill is very well drawn, general in its terms. It is really 
an express donation to the President of what has always been tacitly 
regarded as the war power of the President. Nobody has ever un- 
dertaken to define the war power of the President. What it was 
assumed to be at the time of the Civil War is a very different thing 
from what we were able to assume it to be when we were fighting the 
World War. The powers exercised by Mr. Stanton, for instance, in 
the Civil War were far more spacious than any power that resided 
in any of his successors, largely because the decision of such cases as 
Ex Parte Milligan and Ex Parte Garland by the Supreme Court of 
the United States; the cases which came up after the Civil War 
questioning the propriety of the action taken bv the Secretary dur- 
ing the war laid down certain landmarks for the guidance of his 
successors which were limitations upon this undefined war power 
of the President. It seems to me that the Johnson-Capper bill. in 
very elastic and unembarrassing terms, confers by statutory enact- 
ment pretty much what has always been assumed to be the war power 
of the President. 
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To that general statement I want to make one exception. The 
Johnson-Capper bill provides definitely that there shall be no ex- 
emption from universal manhood draft based on industrial occupa- 
tion. That, I think, is an unfortunate provision in that bill. 
Modern war is not only a war of men; it is a war of material as 
much as of men, and there are men in the United States whose pres- 
ence at their daily job is as essential to the winning of a war as the 
presence of an army in the field. I suppose the Johnson-Capper bill 
rather looks to the drafting of men without distinction and without 
exemption, and then the assigning of men by the War Department 
to those industrial tasks which are deemed pivotal and indispensable. 
My own judgment is that the drafting of men for industrial occupa- 
tions is not sound, and, if I had my own way about it, I would take 
that provision out of the Johnson-Capper bill. Otherwise it seems 
to me to be admirably drawn and undoubtedly was drawn by men 
who had large experience in the War Department with the difficulty 
of inelastic and rigid laws. 

This is a very desultory statement. and I hope you will interrupt 
me whenever you want. I have read Mr. Baruch's statement, which 
was prepared and brought down to you gentlemen. It is very ad- 
mirably done; it is done with great clarity and vigor of expression, 
and it gives a better picture of what was done in the War Industries 
Board during the World War than, I think, has been done yet by 
anybody in trying to describe in a short compass that situation. 
As far as one can foresee the next war I would say that to the extent 
the next war is like the last war, some such organization as Mr. 
Baruch did set up, and as he there advocates setting up, should be set 
up for the next war. I speak cautiously. because the next war may 
ye entirely different. The next war may be a little war. There are 
not many little wars left in the world; they tend to become universal. 
because of the interrelations of economic and industrial interests 
throughout the world. But the next war might be a little war. and 
the next war might be an air war as distinguished from a land war. 
It might be fought in an entirely different geographical place with 
different problems presented. It might involve less or more dis- 
turbance to the normal industrial and commercial life of the coun- 
try; but assuming that the next war would be measurably like the 
Jast one, so far as our effort is concerned, in its effect on the the 
civilian population and in its demands on industry. I would assume 
very much the sort of thing which Mr. Baruch has described as the 
machinery at the end of our effort would very early be instituted as 
the necessary arrangement. 

I think Mr. Baruch failed to stress one point that I would like the 
commission to have in mind. What Mr. Baruch did with his organi- 
zation in the last war was to make it the leader of American business 
rather than the boss of American business. When he wanted. for 
instance, to fix prices in an industry or to divert the capacity of an 
industry from one occupation to another, the way he did it was to 
send for the leaders of that industry, seat them around the table with 
him, tell them the national need, lay out the economics of the situa- 
tion to them with experts in their own field at his elbow, and, at the 
end of the conference they were not only informed of what was to 
be done but they knew why it was to be done, and they were enthusi- 
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astic for doing it. So that they scattered then out to their own 
plants and gave their orders as intelligent and ardently converted 
men who knew the thing that was to be done. That particular busi- 
ness then responded to the impulse from the War Industries Board 
¡na way which it seems to me would have been quite impossible if 
there had simply been a fiat from Washington that “ X ” industry is 
to observe this, that, and the other order, without any comprehension 
on the part of the leaders in the industry of the reasons therefor. 
Mr. Baruch, of course, would know a lot better about it than I, but 
my recollection is that there was no single instance in which an 
industry was invited to a conference of that sort in which it did not 
enthusiastically conform to the desire of the War Industries Board 
as soon as it was all explained and worked out. 

Now, in all wars morale is of the very highest importance— 
civilian morale, and everything that is done in the making of a 
war ought to have in its mind all the time not the absolute best 
and the absolute wisest, not some academic lucubrations of a phi- 
josopher in a closet, but the thing that will be the most effective in 
vetting your result and, at the same time, enlist the largest amount 
vf enthusiastic cooperation and comprehension on the part of the 
people who are affected by it in one way or another. If there is one 
thing that characterized the World War, it is the cooperation and 
enthusiasm of the American people, from the most advanced front 
of General Pershing's lines in Pa to the remotest hamlet in 
America: it is that there was this perfectly universal spirit of 
cooperation and great height of the morale. It got to be so that 
all Mr. Hoover had to do was to suggest there was probably a lack 
of wheat in the world to feed the world, and the American people 
immediately acquired a distaste for white bread; we felt guilty 
when we ate it. If it was suggested there was probably a lack of 
gasoline and a gasolineless Sunday was a good thing to have, the 
spirit of the people was so high that there was voluntary abstention 
from motor-car travel on Sunday, and it was so universal that, when 
anybody forgot it and drove his car on Sunday, his friends pulled 
him out of it and dumped him on the sidewalk and he left his car 
there until Monday, when he could drive it off. Now, that was 
the morale which came from comprehension, from being led rather 
than being driven, from having the things explained rather than 
being ordered, which produced the phenomenon that everybody in 
America at that time will remember as perhaps the time within 
our recollection that we were more nearly one people in spirit than 
we had ever been before. 

For that reason I am inclined to believe it would be far better to 
secure results in the next war, to secure the results which Mr. 
Baruch is aiming at, by following his processes rather than by at- 
tempting in any arbitrary way to install his procedures at the 
outset as an arbitrary and fixed thing. I am not economist enough 
to comment on Mr. Baruch’s suggestion that there ought to be 
an instantaneous freezing of prices, but I am willing to be fool- 
hardy about it and venture a disagreement. I am inclined to believe 
that would be unwise. Mr. Baruch’s suggestion is that prices should 
be frozen by proclamation, as I understand it, but there should 
immediately be set up an agency which could unfreeze them and 
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adjust them either up or down, as the case might be. He would 
accomplish that by having an agency to unfix the prices. But in 
preceding it by a sudden freezing all over the country, I try to 
think how that would work. The minute you freeze prices you find 
that there are a great many things about which the raw-material 
supplies are uncertain. Some are necessary to be gotten from 
abroad. For tires. for instance, which would be vital in the next 
war, the rubber supplies come from abroad. If the prices are fixed 
as of a certain day, the manufacturers do not know whether they 
are going to be able to get rubber at the old price or not. The 
character of the war would have something to do with that, as to 
whether the importation of rubber was affected by speculation or 
other inhibitions. The tire manufacturers could not go on here 
and manufacture tires with the certainty that their price was fixed 
at a particular point, while the raw-material supplies would be at 
varying prices. The consequence would be they would stop manu- 
facturing tires until they came down and consulted the agency that 
could unfreeze their prices. In the meantime tire factories would 
stop and there would be a shortage of tires for a while. It seems 
to me that would work badly, and because it does seem so and be- 
cause it is a fixed thing rather than a responsive thing that would 
have to be provided in advance, my judgment would be to modify 
Mr. Baruch suggestion on that point. 

Now I have completed all the comment which it occurs to me to 
make. I will be happy to answer any question that you have, sir. 

Senator Roprnson. 1f I understand you, Mr. Secretary, your 
opinion is that a statute authorizing the freezing of prices, as of 
a given date. is not only unnecessary but it is undesirable? 

Mr. Baker. In my judgment it is. Senator. We had no such 
statute in the World War. and, in my judgment, after we got going 
and realized the character and extent of the emergency. we were able 
successfully to cope with the price situation with the law as it was 
then. 

Senator Roprnsonx. What would be the natural effect on prices if 
no limitation were imposed at the beginning of a war? 

Mr. Baker. Well, Senator, I hesitate to try to answer that ques- 
tion comprehensively: I can not; but I think you will find, and I 
feel quite sure that Colonel Ayres can prove it to you, that the thing 
that happened in this country was that prices went up enormously 
before we went into the war. l 

Senator Ropryson. That was because of the war in another sphere, 
in Europe? 

Mr. Baker. Quite so; but thev went up very shghtly after we 
went Into the war, and in a great many very surprising cases they 
went down, : 

Senator Roprnson. Was that due to natural economie causes or 
due to a somewhat arbitrary price limitation? 

Mr. Baker. Due to an arbitrary price limitation applied with the 
cooperation of the industry. Take the steel industry, for example: 
There was in the office of the Secretary of War a meeting of some 
25 or 30 men who controlled the steel industry, or controlled its man- 
agement in this country, and the problem of what ought to be the 
price of steel in the United States after we went into the war was 
proposed for discussion and an agreement reached under the ad- 
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visory direction of the Secretary of the Navy and the Secretary of 
War which reduced the price of iron and steel products, which are 
the most necessary things in a war, so that the net effect of that kind 
of price control, through the leadership which we exercised, was that 
the general price level of iron and steel products went down after 
America went into the war. 

Senator Rosinson. But for our activities relating to price limita- 
tions, the prices, in all probability, would have continued to rise not 
only in this country but in all the countries affected by the war; is 
not that true? 

Mr. Baker. I should think that was quite certain. 3 

Senator Roprxsun. Why would it not be a good plan to put into 
effect a limitation of prices before they had reached so high a scale 
as would inevitably result if no limitation were imposed in the 
beginning ? 

Mr. Baker. The only answer I can make to that is the one 1 have 
tried to sketch; that. in the first place, I think it would be very 
difficult to determine as of what day the freezing should take place. 

Senator Ronrnson. Well, the proposal is at some period, say, 90 
days prior to the beginning of the war, the prices should be fixed 
as of that date, so as to escape, if possible, war inflation. 

Mr. Baker. Well, Senator, just let us try to work it out. Suppose 
war breaks out to-day and the President fixes the prices as of 90 
days ago. It may well be that the possibility of war will not have 
been foreseen enough to have affected price levels in the meantime; 
it may be that it has been. Plainly the President would try to seek 
a date which would antedate any such anticipatory effect upon the 
price level. That freezing takes place all over the United States 
instantaneously and without reference to local disturbances which 
have an effect upon prices quite apart from war and may find some 
prices too low to insure production and some too high so as to 
guarantee profits that ought not to be obtained. 

Senator Ropinson. Just a moment. Would not that be true of a 
limitation imposed after the war had begun? 

Mr. Baker. I think it would not be true, Senator, if you would 
call in the industries one by one and go over the economics of their 
situation with them and reach a conclusion as to each industry, as 
to where its price ought to be frozen and how flexible it ought to 
be left in order to produce what you had to have. 

Senator Rosrnson. Would not that involve controversies or con- 
tests, rather, which would involve the question of war profits? 

Mr. Baker. Yes; I think it would involve that; but it involves 
it with three thoughts in mind—first, that in such conferences as 
that the Government is the dominant factor; and, second, that any 
incidental war profits which may be deemed to be excessive, which 
have inured while the negotiation was going on, can very readily 
be recaptured by Congress, as they did recapture the excess war 
profits ES taxation legislation; and, third, there will inevitably be 
some inequality between the high-cost producer and the low-cost pro- 
ducer in any fixing of prices. Of course, there is no doubt who is 
paying for the war in the long run. The war gets paid for ulti- 
mately by the people who have large means. The people who are * 
paying for the last war are the people who pay large income taxes 
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and in a large part I would suppose—I have not examined it, but I 
would suppose—that by processes of taxation, both during the war 
period a after the war period, the incidence of the war burden 
is really, in effect, just like a capital levy; it falls more or less evenly, 
in proportion to the property that a man has. 

enator Robinson. Do you see any disadvantages in permitting 
liberal profits and then recapturing them in the form of heavy sur- 
taxes on incomes? 

Mr. Baker. There are some disadvantages in it, Senator. They 
are largely sentimental, apart from the mechanical difficulty of 
really recapturing, which 1s not very great; but they are largely 
al they create an impression in the minds of a lot of people 
that a few people are getting very rich, because they see the extent 
of their activity and do not realize how much of the money goes 
back into the Federal Treasury. That is a sentimental difficulty. 

Senator Rosprnson. Well, the recognition of a necessity for any 
limitation implies the difficulty in recapture through taxes? 

Mr. Baker. Yes. 

Senator Roprnson. You feel it would be better to wait until after 
the war had begun and was in progress before any attempt to limit 
prices; you feel that would be better for the morale of the producers 
of the country? 

Mr. Baker. I think it would, sir. 

Senator Rosrnson. You do not feel that any special advantage 
would be gained by what we have come to know here as the freezing 
price process in advance of the war? 

Mr. Baker. I won't say I do not think any advantage would be 
gained by that, but my judgment is that the balance of convenience 
is against it. The disorganization that would be likely to be caused 
by a sudden freezing of prices at a particular date throughout the 
period immediately preceding the war has so many speculative ele- 
ments in it of probable confusion that I think the balance of 
convenience is against it. 

Senator Rosrnson. Do you know of any way to take the profits 
out of war; I mean to prevent large profits being made by those who 
are engaged in war industries? 

Mr. Baxer. Well, of course, Senator Robinson, the largest profits 
are the profits to the nation not engaged. The only profit in war 
under modern conditions is the profit a nation gets when some other 
nations are at war. 

Senator Roprnson. It is a fact enormous profits were made dur- 
ing the World War, after we had entered it, by many of our own 
people, is it not ? 

Mr. Baker. I would doubt that, Senator. 

Senator RosixsoN. You think that is not true? 

Mr. Baker. I would doubt that. I am not advised, but I would 
believe that the major part of the new millionaires, who are referred 
to in the Legion’s brief in favor of the Capper-Johnson bill as the 
“ division, full strength, of new millionaires "—I would fancy that 
99 per cent of those people made their millions before we went into 
war rather than after. 

Senator Rosrnson. Well, without attempting to be specific as to 
corporations or individuals and as to the amount of profits, is not 
the fact that enormous profits were made reflected partially, at least, 
in the war-profits taxes actually collected ? 


WAR POLICIES COMMISSION 129 


Mr. Baker. Yes, sir. Of course that is so; and that, I think, 
Senator. is absolutely inescapable, because of the fact that factory 
A can produce a given article at a price which factory B can not 
approach, and you need the products of both. Now, unless you go 
into the intricate process of fixing separate prices for each one of 
them and limiting their profit to 6 or 8 per cent, or whatever per 
cent you choose, if you fix a price which is equally applicable to 
both and if it is eneugh to keep factory B alive, factory A will 
be making too much money, and you will have to take some of it 
back in war-profits taxes. 

Senator RoBINsoN. Have you given any thought to the proposal 
advocated here and elsewhere that, as a means of preventing war, 
the Constitution should be amended so as to require a referendum 
on that subject except in cases of actual attack or invasion ? 

Mr. Baker. I have not thought very much about that, Senator. 

Senator Rosprnson. Is there anything you would care to say or 
suggest about it, Mr. Secretary? I do not wish to press you for an 
answer 1f vou do not care to answer it. 

Mr. Baxer. I do not mind being pressed at all; I am just trving 
to see whether I have an opinion. Of course such a question as that 
would be quite unthinkable -in any country which had frontiers and 
possibly hostile neighbors. In a country like the United States, 
which is as far away from any prospective or possible enemy as 
we are, or think we are, it might not be an unthinkable thing; but 
my political philosophy runs the other way. 

Senator RoBixsox. This suggestion has reference only to the 
United States. 

Mr. Baker. My political philosophy runs the other way. I think 
we are a representative form of Government, and 1 trust my repre- 
sentatives and I think the way for us to do is to build up a feeling 
on the part of the people of the United States that their representa- 
tives are really representing them. 

Senator Roprnson. You would not suggest, then, any change in 
the Constitution ? 

Mr. Baker. I think not, sir. 

Senator Rosrnson. With respect to the power to declare war?. 

Mr. Baxer. I think not, sir. 

Senator Rosrnson. That is all. 

Mr. Baxer. I would just add this: If such a question were sub- 
mitted to popular vote in the United States—shall the United States 

o to war with X—and we had a great debate about it over the United 
States, in the meantime, country X would be getting ready to go to 
war with us and would be going to war with us whether we went to 
war with them or not, and making all the preparations, and we would 
not be making any until we found out what the vote would be. Our 
people would be separated into opposite camps about war, and if a 
small majority decided in favor of the war, 1t would be a practical 
advantage to our adversary by our going to war with a divided 
people whose feelings were split wide open; it would put us in a very 
weak situation. 

Senator Rosrnson. I think your premise there assumes a fact that 
is not carried in the suggestion. The proposal, as I understand it, 
is that the United States be prepared at all times; but, instead of 
leaving the power in Congress to declare war as it_now exists, there 
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should be a referendum; that before war shall actually be engaged 
in, there must be a vote taken on the subject by the people, with the 
thought it would tend to delay hostilities and to prevent them: but, 
meantime, the plan for mobilization would not be abandoned or 
interfered with. 

Mr. Baker. Well, Senator, I hope I can be permitted to say that 
I have spent my own life, since 1921, all of its leisure and with all the 
strength I have, trying to think of ways to prevent war. 1 think 
that is the greatest problem the world has and everything that would 
delay a war five minutes is good to me: but the suggestion as you 
now frame it, with this country getting itself in a position to go to 
war, mobilizing the industry of the country into a war industry, 
mobilizing its men so as to be ready, on an affirmative vote, to spring 
at its adversary, would have us in a state of war with uncertainty as 
to whether we were going to war. 

Senator Rosrnson. Well, is not that the fundamental motive that 
underlies this whole program—to be ready for war at all hazards? 

Mr. Baker. Well, I think that is clearly one motive that underlies 
this program and it is highly patriotic; it is a very handsome motive 
to be ready if we have to go to war and to avoid every sacrifice that 
can be avoided by taking forethought; with that nobody can be 
unsympathetic. 

Senator Rosprnson. You think that plan is inconsistent with any 
proposal to take advice from the people who have actually to carry 
on the war—I mean the voters and electors ¢ 

Mr. Baker. Well, I do not say it is absolutely inconsistent, but 
speculation about a perfectly untried thing, as to how a revolu- 
tionary idea of that kind would work on a population of 120,- 
000,000 people, is merely our inviting speculation, and all I have is 
an idea about it. 

Senator Roprnson. You said you had been devoting almost all of 
your spare time since the war to a discovery of some method of 
preventing war. Have you discovered a way? 

Mr. Baker. Oh, yes; but I can not persuade my fellow citizens it 
is right. [Laughter. | 

Senator Robinson. I think that is all. 

Mr. McSwain. Mr. Secretary, until your fellow citizens are so 
persuaded, there is a probability that war will not be prevented for 
some hundred or two hundred vears yet ? 

Mr. Baker. If you will leave off the hundred or two hundred 
vears, I will say there is a possibility even after my fellow citizens 
are persuaded. 

Mr. McSwarn. That being so, in the first 100 or 200 years war 
being a probability, and even in that remote future period always 
a possibility, it is very well to consider some wise and practical 
policy for prosecuting such a war? 

Mr. Baxer. Certainly, sir. 

Mr. McSwain. Now. do you know Mr. William B. Colver? 

Mr. Baker. Very well. 

Mr. McSwain. A very capable man. 

Mr. Baker. A very brilliant young man. 

Mr. McSwain. He was chairman of the Federal Trade Coin- 
mission ? 

Mr. Baker. Yes, sir. 
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Mr. McSwain. You remember that, pursuant to a resolution of 
the United States Senate, he, as chairman of that commission, after 
prolonged study, made a report on June 29, 1918, as to the profiteer- 
ing then going on in the United States? l 

Mr. Baker. I did not remember that fact; but it does not surprise 
me that he did. 

Mr. McSwain. I call your attention to page 162 of the hearings 
before the Military Affairs Committee. By the way, you were in- 
vited to appear before that committee in 1924; do you recall? 

Mr. Baker. I am sorry; I do not recall it. 

Mr. McSwarn. And declined to appear? 

Mr. Baker. Well, I must have eae otherwise engaged; I cer- 
tainly would not have declined except for that. 

Mr. McSwarn. No; your reason was—I have your correspond- 
ence: I did the inviting—not having given any thought to the ques- 
tion of how to control profits and how to equalize the burdens of 
war, but being solely engrossed in the subject of how to prevent 
war in toto, you felt you could make no contribution to the subject 
at that time. Since then you have given it study? 

Mr. Baker. Well, that was a very frank if not a tactful reply 
to the committee and I disclaimed having given it profound study 
this morning. I am not an economist. 

Mr. McSwain. Therefore you differ most hesitantly with Mr. 
Baruch? 

Mr. Baker. Yes, sir; very hesitantly. with great recognition of the 
fine work he did and the seriousness of his proposal. 

Mr. McSwarn. Mr. Colver reported that the Alan Wood Tron $ 
Steel Co. in 1917 made 52 per cent profit; Allegheny Steel Co.. 78 per 
cent profit; American Tube € Stamping Co., 40 per cent profit; Cen- 
tral Iron & Steel Co.. 71 per cent profit; Eastern Steel Co., 30 per cent 
profit: Forged Steel Wheel Co., 105 per cent profit; Follansbee Bros. 
Co.. 112 per cent profit; Nagle Steel Co., 319 per cent profit; West 
Penn Steel Co.. 159 per cent profit; and the West Leechburg Steel 
Co., 109 per cent profit. That was getting along toward the range 
of profiteering for a steel company, would vou not say ? 

Mr. Baker. I would think those were all excessive profits. 

Mr. McSwary. Whereas the records for the year 1912 show that 
the average profit for all those steel companies was 4.7 per cent; for 
1913, 5.7 per cent; for 1914, 2.8 per cent; and for 1915, 5.2 per cent. 
If the profits had risen as indicated by the report at that time. then 
it is a very natural conclusion that that profit making veered into 
the class of profiteering and that profiteering was due to war condi- 
tions. would you not conclude? 

Mr. Baker. Well, I would not like to make a definite judgment on 
that without more knowledge of the facts. It certainly is clear that 
all of those companies made larger profits than they ought to have 
been permitted to make and keep, and I suspect they were not allowed 
to keep them after they made them. If they were, they should not 
have been allowed to keep them after they made them. But I said to 
Senator Robinson, when we were discussing a similar question, when 
vour demand for a product is such that you must necessarily enlist 
the services of the companies away down the line in the matter of 
high-cost production. if you fixea price which will make it possible 
for both of them to live and if you fix that price for the high-cost 
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producers, then the low-cost producers will make more than they 
ought to be permitted to keep. It is inescapable. 

Mr. McSwain. Now, as to the sentimental disadvantage of allow- 
ing profits to companies engaged in supplying war material for the 
Government in time of war, would not that operate to affect adversely 
this condition of the civilian morale, so essential to war making ? 

Mr. Baker. Yes; it does. 

Mr. McSwarx. Now, did you ever hear during the war of the name 
of the American Metal Co., of New York? 

Mr. Baker. No, sir; not that I recall. 

Mr. McSwarn. In that same report Mr. Colver reported that 
everybody in that corporation—from the chairman of the board of 
trustees on down—had been paid bonsuses for the purpose of hiding 
the profits. The president of the company received a bonus over and 
above his salary of $364.000 in one vear. and it went all the way 
down to the foremen of the shops. The chief engineer got $23.500 
bonus, the manager of gas operation got $7,000 bonus, and here ìs a 
list of about 20 different ofhicers and clerks of the corporation that 
got a total of nearly $2.000.000 bonus for the purpose of hiding as 
overhead expenses a part of these very war profits. Now, 1t seems 
to me, if our boys had known that such as that was going on, it would 
have affected very seriously their morale. That is the reason why 
the boys who did the fighting, when they got back home and found 
out what had happened, raised up in arms, through the American 
Legion and through other patriotic organizations, and demanded. in 
event of another war, every human ingenuity and every reasonable 
effort should be resorted to in advance to prevent a recurrence of that 
very thing. Now, can you conceive of anything that would be more 
calculated to stimulate a righteous morale among the people than a 
sense of justice among the people as to their being justly treated 
under war conditions? > 

Mr. Baxer. I think that is the highest essential to the preservation 
of morale. 

Mr. McSwarx. Exactly. Now, while according to the way the 
figures are handled on the tax returns the war is paid for by the 
people of large wealth. Mr. Secretary, as a matter of fact in the end 
is not the war paid for by the very people who bore the brunt of the 
fighting—by the masses of the people? 

Mr. Baker. Why, of course. The shifting and incidence of taxa- 
tion is a complicated matter, Mr. McSwain. I did not mean to be 
understood as saving that the people of large wealth were paving 
for the cost of the war, but I tried to say, at least what I thought 
was, by processes of taxation the burden is distributed according 
to the ability to bear it and, naturally, a man who has a large income 
pavs more than the man who has a small income. 

Mr. McSwary. But, then, is it not the whole theory of taxation, 
somehow or other, by some sort of economic process, that ultimately 
even taxes are shifted to the backs of the producers? 

Mr. Baker. Well, you are, of course, in a highly speculative field. 
The disciples of Mr. Henry George would say it all got back to 
the man who owned the land. Whether that would be so under 
modern conditions, I do not know. 

Mr. MeSwarn. Well, vou could not claim Mr. Mellon was a dis- 
ciple of Henry George, and has he not always made the claim for 
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a reduction of the income tax on the theory that the payers of the 
income tax passed the income tax down to the people who do the 
work; therefore, the way to relieve the burden on the mass of the 
people is to reduce income taxes? 

Mr. Bagre. I am not familiar with Mr. Mellon’s advocacy of one 
theory or another. The fact is, of course, that the taxes of the 
United States, from year to year, come from the wealth created from 
year to year. 

Mr. McSwaln. Exactly. 

Mr. Baker. That is, there is no vast reservoir of already created 
wealth out of which you can take this year’s tax, next year’s tax, 
and so on; it is taken out of what is created this year. Now, the 
people who create wealth are the people who work on the natural 
resources of the earth, transforming them, transporting them, and 
selling them. That means a man who was an enlisted soldier in the 
last war, if he is working now transforming some sort of natural re- 
source of the earth into new forms of wealth, the ultimate incidence 
of any tax is pro tanto on him, just as it 1s on anybody else. 

Mr. McSwain. Exactly. That is, from my point of view, a very 
correct statement of the incidence of the burdens of war. Now, in 
regard to this Capper-Johnson bill, I am partly responsible, I think, 
for that bill not having already been enacted into law and I want 
n TE you, Mr. Secretary, 1f you really have carefully studied that 
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Mr. Baker. I read it, sir, a couple of times. 

Mr. McSwarn. I think it would have passed the House but for 
some interposition I placed in its passage and I want to ask, if under 
section 2, 1n case of war, when the President shall judge the same 
to be imminent he is authorized and it shall be his duty, when in 
his opinion such an emergency requires it, to determine and proclaim 
the material resources, industrial organizations, and services over 
which Government control is necessary to the successful termination 
of such rape pre the Secretary authorize the President to 
conscript such services as he might think necessary to terminate the 
emergency ? 

Mr. Baker. Well, I read that thinking it meant it was the draft 
as a way of getting soldiers and that the conscripting of the wealth 
that was involved was the taking of whatever might be necessary 
under the just compensation protections of the Constitution as it 
now is. The services feature, 1 confess, did not address itself to 
my mind. : 

Mr. McSwarn. I read section 2. Section 1 deals with drafting 
the man power for military purposes and authorizes the drafting into 
the military service of all such members of the unorganized militia, 
as he may deem necessary to prosecute the war from a military point 
of view. But now in this section 2 he is dealing with another class 
of services and I wondered if the Secretary would approve of that 
sort of draft? | 

Mr. Barr. If that means drafting of labor for industrial civilian 
uses, I certainly think it would be an unwise thing to do; I think 
you would get inefficient labor by any such process. 

Mr. McSwarx. I think so, too; that is the reason, I think, the 
Capper-Johnson bill was not passed by the House. I do not know 
a oe have happened to it at the other end of the Capitol. 

at is all. 
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Senator Swanson. Did you have any difficulty, during the last war, 
of mustering all of the forces necessary to win the war under the laws 
passed by Congress at that time? 

Mr. Baker. Senator, there were some difficulties. They were not 
particularly difficulties of mine or of my department. You may 
remember the very acute situation which gave rise to the Overman 
bill. When the Overman bill was finally passed 1t gave the Presi- 
dent, as Commander in Chief, some flexibility in the internal organi- 
zation of the agencies dealing with the industrial and military situa- 
tion. There was, from then on, no difficulty that I know of. 

Senator Swanson. You know of no difficulty after that bill passed ? 

Mr. Baker. None of any serious moment. 

Senator Swanson. Were vou able, under the existing laws, supple- 
mented by what Congress passed, to conduct the war very vigorously 
and effectively. 

Mr. Baker. Well, sir, 1 would like somebody else to answer that— 
if they are going to answer in the affirmative. [Laughter.] But in 
my judgment—and I hope I speak with detachment about it, I cer- 
tainly try to speak with detachment, as I have no sort of idea it was 
in any distinguished sense my job; it was a job of all of the brains 
of America that could be summoned to Washington and they all 
came the minute they were summoned—my judgment is that the 
mobilization of America for participation in the World War is the 
most outstanding industrial achievement that has been accomplished 
in the history of mankind. 

Senator Swanson. Have you found any instance in the history of 
the world where, in 18 months, a nation had mustered its strength 
so effectively to win a war? 

Mr. Baker. I think there is no such instance in the history of the 
world. May I add to that by saying so spontaneously, so cheerfully, 
and so enthusiastically. 

Senator Swanson. Now, this bill provides and Mr. Johnson stated 
he favored for the Government, simply by decree of the President, 
to conscript all of the property at once and then release by degrees 
what the Government did not need. Do you see any difference be- 
tween that and the power to commandeer that we now possess f 

Mr. Baker. My preference would be in favor of the power of com- 
mandeering we now possess. 

Senator Swanson. Did you have any trouble, during the war, of 
exercising that power to commandeer effectively ? 

M.r Baker. None whatever, and to make the sentence complete, let 
me sav that every exercise of that power by the War Department 
during the war, which has since been questioned, has been sustained 
by the Supreme Court. 

Senator Swanson. Do not vou think it would dislocate all business 
to have all of the property of the United States, the laboring man’s 
home and everything else, put in a general pot, like the Soviet Gov- 
ernment is endeavoring to do now, and then to release it? Would 
yon not have a cessation of business, and a great cessation of 
business ? 

Mr. Baker. 1 think so, Senator, and, according to my favorite 
axiom to win one war at a time, I would rather not have that war 
on my hands if I had to win a war with a foreign country. 
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Senator Swanson. During the war prices were fixed so as to stimu- 
late production and people cal night and day thinking they 
were making money. Alema: we took 80 per cent of the profits 
in taxes and they realized they were not making so much as they 
thought they were making. 

Mr. Baker. Senator, I do not think prices were ever fixed high as 
a means of increasing production. I think that it was not necessary 
to stimulate anybody to produce in America. The spirit of Amer- 
ica, in 1918—I am speaking of the people at home—was one of 
enthusiastic loyalty and desire to produce. We had a competitive 
enthusiasm of a patriotic kind in this country at that time. The 
reason prices were fixed high was that out of one coal mine, where 
all you had to do was to strip the sand surface off the top and dig 
the coal out with a scoop bucket, you could get coal for 75 cents a ton, 
to use absurd figures; but where you had to put a shaft down into 
the side of a mountain and bring it out with donkey carts, you might 
have to pay a dollar and a half a ton for coal at that mine. Now, 
the price of coal had to be fixed so that the people who had the high- 
cost producing mines could still live, and, when you did that, the 
surface mines, where it was merely. a matter of picking it up off 
of the ground, got very much more than a just profit for them. That 
was recovered by the excess-profits tax. 

Senator Swanson. You think you can equalize that better by 
exercising the power of taxation than by trying to fix the price? 

Mr. Baxer. That would be my judgment. 

Senator Swanson. You think if Congress will exercise its power 
to tax, it can equalize in substantial degree—not entirely exactly, 
but in substantial degree—the inequality of the profits by the power 
of taxation? 

Mr. Baker. Yes, sir. I think Congress did try to do that and 
tried very earnestly and conscientiously to do it and I think they 
succeeded probably in accomplishing as nearly a perfect job as could 
have been done by the other process, with less disturbance while 
the war was going on. 

Senator Swanson. Now, with your experience in the last war— 
and I wish to say everybody was amazed beyond measure when you 
appeared before the Military Committee of the Senate and showed 
what had been done, five and ten times as much as anybody ex- 
pected and prophesied could be done at that time—with that experi- 
ence is there any statute you would suggest that we recommend be 
passed at this time, so as to be prepared if any emergency arises; 
or do you think we had better wait until the emergency arises and 
then pass it at that time? 

Mr. Baker. 1 do not have in mind at the moment any statute 
which I would suggest Congress pass. My own feeling about it is 
that a recognition of the manhood draft as the way to fight a war 
by a democracy is probably already accomplished by our experience 
in the last war. That was a demonstration which I think nobody 
would ever hereafter contradict. Beyond that recognition and the 
legislative recognition of the so-called war powers of the President, 
concentrated in one responsible head and with the elasticity to meet 
both our war and civilian requirements, I would feel nothing further 
could be added to it. 
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Senator Swanson. If you have the leisure to think of the matter 
and reach the conclusion there should be such a statute enacted, I 
wish you would suggest the form of it to us. 

Mr. Baxer. I would be happy to do that, Senator. 

Senator Swanson. With the reasons why. 

Mr. Baker. I would be happy to do it. 

Senator Swanson. You do not think it would be wise to have a 
referendum on war? 

Mr. Baker. Well, as I said to Senator Robinson, I have not thought 
very much about that; but my judgment, as I try to make it work 
in my mind sitting here, would be against it. 

Senator Swanson. If vou have a referendum it would be the 
aggregate vote of all of the people in the United States, would it not ? 

Mr. Baxer. 1 would suppose it would have to be. 

Senator Swanson. And if you had that and Congress still reserved 
the power to declare war, vou would deprive the States of their 
equality, through their representatives in the Senate. in declaring 
war, would you not, where a State, say, of 10,000,000 population 
would amount to as many as 20 Senators, as our form of Government 
is now constituted, in some of the smaller States? 

Mr. Baxer. I think that would not be a vital objection with me, 
Senator. 

Senator Swanson. It would not be? 

Mr. Baxer. I think it would not be. I think, if we could in a 
second of time, just by turning our hand, discover what the opinion 
of the people of the United States actually was, a majority of the 
people, whether they lived in Nevada or New York, if we could dis- 
cover what their will was, I would think it was a very fortunate thing 
that we could discover it and be guided by it. But my principal objec- 
tion to a constitutional amendment providing for a referendum is the 
mechanics which would take place and the division of feeling among 
us, some for and some against, so that we would present to our pros- 
pective adversary a Nation divided, instead of a Nation united when 
we did go to war, if we did. 

Senator Swanson. If you were to have a referendum it would 
simply be recommendatory, would it not, to Congress; there is no way 
by which you could prevent the two Senators of any State, without 
its consent, being deprived of equality in the Senate? 

Mr. Baker. This, of course, is based upon a proposed constitutional 
amendment and the form of that amendment would be to make the 
decision at the polls override the decision of the Senate. 

Senator Swanson. You would have to amend the Constitution in 
a to have the decision at the polls override the decision of the 
senate. 

Mr. Baxer. It could be so provided in a constitutional amendment 
that when the vote was taken, if it were in the affirmative, you would 
have to go to war, even though the whole Senate were opposed to it. 
But that would depend upon the form of the amendment. 

Mr. CoLLIxs. This resolution says that the commission is to study 
and consider amending the Constitution of the United States, to pro- 
vide that private property may be taken by Congress for public use 
during war and methods of equalizing the burdens and to remove 
the profits of war, together with a study of policies to be pursued in 
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event. of war. In other words, the first part of it deals with the 
question of taking profits out of war and, as I undersand, you have 
no recommendations at all along that line? 

Mr. Baxer. Well, I would not quite like to leave it that way. I 
am heartily in favor of whatever is necessary to take the proiteering 
element out of any future war. 

Mr. CoLLins. But you have no recommendations? 

Mr. Baxer. But the method of doing it seems to me to be lar rely 
following the one which we did follow when we got into our full 
stride during the World War. 

Mr. CoLLinNs. And you have no recommendations ? 

Mr. Baker. I have no legislative recommendation. 

Mr. CoLLins. And you think it is unwise for this commission at 
this time, or at any time, except when war is on, to recommend for 
legislation dealing with war profits? 

“Mr. BAKER. Well, I do not want to quibble about it, sir. I feel that 
this commission, if it can find any way in advance to assure the 
taking of unfair profits out of war, clearly ought to do it. I have 
in my mind no such way to suggest. 

Mr. Couns. Well, I understood you had even gone further than 
that and said you had found that legislation passed in advance of 
war was very embarrassing. 

Mr. Baxer. It had nothing to do with this subject: it was merely 
an illustration of the possibility of legislation being adjusted to the 
situation as we now see it and not being adjusted to the situation 
which develops. 

Mr. CoLLins. Well, I have not found anybody yet except one Con- 
gressman who seems to be very strong about taking the profits out of 

war, and I noticed awhile ago you said if you made a capital levy 
and undertook to take priv ate property you would probably have 
two wars on instead of one. and I took that to mean you felt, if we 
os profits out of war, you would probably have another war on 

an 

Mr. Baker. Well, I do not think that, sir, if I may say so. What 
I said about a capital lev y is this: In the first place, if this constitu- 
tional amendment which is suggested here can be construed to mean 
that Congress ought to have the right to sequester, without compen- 
sation, anybody’s property it thought it needed to prosecute the war, 
then I think that would be so rev olutionary a doctrine and so wide a 
departure from the free institutions under which we have lived that 
even if such an amendment were passed its practical application 
would be productive of a revolutionary disturbance in the country. 

Mr. CoLLIns. Let us go further than that: Do you think if we 
permitted industry, for instance, to make a small profit or smaller 
profits than they had been making, that they would be as enthusiastic 
ın the military. defense of the country as they have been? Do not 
you think the making of large profits in a war has a tendencv—I do 
not claim it is the whole tendency, but do not you think it has a 
tendency toward popularizing the war? 

Mr. Baker. No, sir! I think not. 

Mr. CoLLins. You think human beings forget all of their natural 
tendencies when we get into a war? 
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Mr. Baker. No; I do not think that. I think we still remain 
human beings. But I am thinking back now to 1918, and I feel con- 
fident I am “right when I sav that no appreciable part of the devo- 
tion of America to the war was based upon any anticipated profit. 

Mr. CoLLiys. And still they made large profits, without the ques- 
tion of a doubt? 

Mr. Baker. Oh, ves. 

Mr. CoLLiws. Now, then, I think we have gotten ourselves to a 
point where this commission is nothing in the world but a war- 
policies commission. and I think our secretary has already sensed 
that, because in every letter he sends us now he calls it a war-policies 
commission; he names it that. We first called it or it was first called 
an industrial-mobilization plan of the War Department, but that had 
too practical an end, you know, and now we have gotten up another 
slogan for it and they call it a war-policies commission. So can you 
give us any thought on how to prosecute a war, or would you prose- 
cute the next one just like we did the last one? 

Mr. Baker. Of course, there is always a tendency on the part of a 
man who has had part in one successful enterprise to want to repeat 
his success and to think it was done just right the time before and to 
want to do it the next time in the same wav. That is a natural 
human tendency, I suppose. Of course. sir, the War Department 
ever since the war has been studying the problem which this com- 
mission has before it. in one form and another. and I am casually 
familiar with what they have done. You asked me for a suggestion. 
The first thing I would do, if I had the legislative power, "T would 
change the law which puts industrial mobilization in the hands of 
the assistant secretary. 

Mr. Cotitins. Where would you put it? 

Mr. Baxer. In the hands of the Secretary of War. 

Mr. CoLurxs. In the hands of the Secretary of War? 

Mr. Baker. Instead of the assistant secretary. I think that is a 
mistake. 

Mr. CoLLixs. Of course, that is what this commission finally is 
going to deal with and it is not going to deal with anything else; 
it is going to deal with the mobilization of industry. and that is all 
we are here for. You would have the mobilization of industry in the 
hands of the War Department? 

Mr. Baker. To the extent that it is in the War Department at all, 
I would have it under the Secretary of War and not under the Assist- 
ant Secretary of War, by virtue of the statute; because the Secretary 
of War. after all. is the head of the War Department and the respon- 
sibility for it rests with him, and I would have it under him instead 
of under his assistant. 

Mr. Cottins. Now, Mr. Baruch said, if I interpret his testimony 
correctly, that he wanted the mobilization of industr y to be done by 
somebody other than the military men in the country. Do you share 
that view? 

Mr. Baker. Well, it will always be done by somebody else. rather 
than the military, inevitably. It was done the last time and will be 
done the next time. But whether they will be militarizéd or not to 
do it is another question. I have always felt, if the war had gone on 
for another year, Mr. Baruch would have been General Baruch, but 
I do not think it would have changed the personnel. 
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Mr. CoLLixs. You do not change the personnel by putting khaki 
on him or giving him a title? 

Mr. Baker. Obviously not. The whole purpose of industry in a 
great war which involves all of the people is to establish coordina- 
tion with the military needs, and, in my judgment, the domination 
of the military needs inevitably leads to the militarization of the 
industrial agencies which deal with the essential part of mobilization. 

Mr. Corns. That is what I wanted to find out from you. You 
believe ultimately in the militarization of industry ? 

Mr. Baker. No: I do not; not at all. 

Mr. CorLrxs. I thought you said that. 

Mr. Baker. Not at all. 

Mr. CoLLixs. What did you say? 

Mr. Baker. I say that in a nation-wide mobilization the neces- 
sary essential dominance of the military need is such that the civilian 
needs have to be adjusted to it and, therefore, I think while it is 
inevitably going to be done by civilians, that the ease and fluency 
of their contact with the dominant military need is such that they 
quite likely. in a war of long duration, will be militarized in order 
to make it a uniform scheme, rather than a coordinated scheme. 
That does not mean the militarization of industry in the slightest 
degree, as I see it. 

Mr. CoLLixs. As you see it? 

Mr. Baker. It means that the whole business is preeminently and 

redominantly military in its need; because when you have the Army 
in France, everything else has to give way to support those absent. 
men who are doing the fighting. 

Mr. Cortis. Let us go a little further: What do you think about. 
training Army officers for the purpose of studying factory planning 
and factory management? 

Mr. Baker. It is very important for them to know that. There 
are, however, few Army officers at best and always will be in peace 
time. and there should be some of them in industrial contact with 
the life of the community. so that they will have an intelligent idea 
of their needs. That seems to me to be highly important. 

Mr. CoLLins. We have about 150 officers now and about 300 clerks 
engaged in that. They call that. in ordinary War Department 
parlance, procurement planning. Do you think that number ought 
to be increased ? 

Mr. Baker. I would have no idea about that. It is an admin- 
istrative question. 1 do not know what the need is. 

Mr. CoLLixs. The War Department caused to be passed in Con- 
_ gress. in 1926, a law which put a man in the Army for 3 months 
and then it provided for him to go into a factory for 6 months and 
then he was to go back into the Army for 9 months. That was 
called the Munitions Unit. It has never functioned because the Con- 
gress has never given it any money. The authority for it still exists, 
however. What do vou think of that scheme? 

Mr. Baker. Does that deal with enlisted men or officers? 

Mr. CoLLixs. It starts them out as enlisted men, puts them in 
the Army for 3 months, in a factory for 6 months, and then back 
in the Army for 9 months. Under it, ultimately, there could be 
created a force of about 17,000 men and, in the event of war, the 
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idea being they would conduct the factories of the country, or super- 
vise, or manage, or do something to them—I do not know what. 

Mr. Baker. Well, I never heard of it before. but it strikes me, 
offhand. as being a very excellent arrangement. 

Mr. CoLLins. An excellent arrangement ¢ 

Mr. Baker. Excellent. Perhaps you would care to have me add 
why. 

Mr. Coreys. No: I am not particular. Now, let us take up the 
question of the referendum. It seems your objection to the refer- 
endum is based upon the period it would take to have a vote; that 
is the way I get it—the lapse of time. 

Mr. Baker. I think that is part of it, certainly—an important part. 

Mr. CoLLixs. What do you think about the Bryan treaties? 

Mr. Baker. You mean not going to war for a year? 

Mr. CoLLixs. Yes. | 

Mr. Baker. I have always believed that was a very wise provision. 

Mr. CoLLINs. Well. is not that a lapse of time? 

Mr. Baker. Yes. 

Mr. CoLLrss. Why would it not be wise to have the same lapse 
of time on the question of the referendum? 

Mr. Baker. The difference, it semes to me, is that the time is 
elapsing on both sides under the Bryan treaties, and only on one 
side under the referendum. 

Mr. CoLLiwxs. But practically all of the nations of the world have 
signed the treaties. 

Mr. Baker. I understand; but suppose Nation A—we won't name 
anyone for politeness sake, but suppose the United States and Na- 
tion A had a difference and both of them were parties to the Bryan 
treaty and both of them had agreed not to go to war for a year. 
Now both of them are in a state of arrested preparation, by virtue 
of the Bryan treaty. But suppose they do not happen to be one of 
the nations that has signed the Bryan treaty and we have a referen- 
dum, then the other nation is released. 

Mr. Cors. But the Bryan treaty, as I understand it, is with 
reputable nations. 

Mr. Baxer. I do not know the language of the Bryan treaties well 
enough to know what would happen if two nations were in a con- 
troversy one of which had signed and the other not and we sub- 
mitted to popular referendum the question, Should we go to war? 
I suppose the year given under the Bryan treaty is for meditation 
and not preparation. 

Mr. Cotitxs. Well, let us completely get around the objection. 
Suppose your constitutional amendment were applicable only to 
those nations who signed the Bryan treaty, then would you have any 
objection to the referendum ? 

Mr. Baker. I think I would still have the same objection. 

Mr. Cotuins. That is all. 

Secretary Hurry. Mr. Baker, I would like to ask you in regard to 
this referendum. The Constitution of the United States now pro- 
vides the manner for the declaration of war; do you know of any 
war in which the United States has ever engaged, with the possible 
exception of the Mexican War, that a referendum would not, by an 
overwhelming majority, have sustained the action of Congress and 
the Executive? 
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Mr. Baxer. I do not think I do, Mr. Secretary. I think there 
might be a debate as to whether the Spanish War would have been 
approved by a popular referendum; but as I recall those days (I 
lived through them), I think that would have been sustained. 

Secretary HurLeY. The Spanish War did have popular approval 
by at least a majority of the citizens, do you not think? 

Mr. Baker. I think so; that would be my best recollection. Of 
course, Mr. Secretary, if you just think of the referendum on a war 
for a moment and imagine the war party sending out its orators to 
recite the grievances we have at the hands of Nation A, with which 
we are in controversy, whipping public feelings to the point of frenzy 
because of outrages that had been perpetrated upon us by Nation A, 
and the other side trying to minimize that with soft words; the 
feeling that would be injected —people would be called cowards on 
one side and war horses on the other, and the kind of a public mind 
we would have on a controversy of that kind before it was put to 
pora ar vote, I think it is very easy to see it would be a rry un- 

ealthy state of public mind for the nation that might he e to go 
to war the next minute. 

Secretary HurLeY. The feature I want to bring out is that this 
system, by which the United Staes has always gone to war, has 
worked successfully and has represented, almost unanimously, the 
will of the American people. Now, the suggestion has been made 
to change the form which has been successful. What is your opinion 
about changing the form that has already been successful? 

Mr. Baxer. Why, Mr. Secretary, if I may depart a little from 
your assumption, I think the basis of the suggestion that there be 
a referendum on the subject is not any lack of the approval of the 
action of our representatives in previous instances, or any doubt as 
to the wisdom of their action in future instances, but it is largely, 
I think, a feeling on the part of its proponents, as I understand it, 
that it would give time for further thought, give a moment for 
meditation, give the people a chance to cool off, and that this delay 
would be in the interest of peace. That, I feel, is surely, the motive 
back of it and it is a motive with which I have great sympathy, if 
if it would work that way. My doubt about it is that it would work 
that way. I do not think there is any lack of the approval of the 
action of the Congress, for instance, in declaring war on Germany 
or accepting the declaration of war on Germany, or the starting of 
the Civil War, or the War of 1812, or the Revolution. I do not think 
there is any lack of approval on the part of the mind of America 
about what our representatives did in those cases or any distrust of 
what they will do in the future. I should hope there is not. 

Secretary HurLey. Then ultimately you see nothing to be gained 
by changing our system that has worked successfully to this time 
and has not wrought injustice to our adversaries, or lack of protec- 
tion to our own institutions? 

Mr. Baxer. I think the present plan is the better of the two. 

Secretary HurLeY. Now, on the question of a constitutional amend- 
ment or the enactment of a law by Congress to give the President the 
power suggested for the freezing of prices, minimizing of profits, 
stabilizing the economic situation during an emergency, I under- 
stood you to say that under the present constitutional powers, under 
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the laws heretofore enacted on that subject, and under the implied 
power which the courts have held to be in the Chief Executive in 
time of emergency, all of these things can be done without further 
enactment ? 

Mr. Baxer. I think they can, Mr. Secretary. Of course I have 
not examined any of these laws since 1921 and do not know what 
has been repealed: since then; but I think that can all be done under 
the combination of the flexibility which was introduced by the 
Overman Act and the normal constitutional power of the Executive. 
If the Overman Act has been repealed (and I suppose it has been), 
then so much of the Capper-Johnson Act as restores that power, 
removing the objection pointed out by Mr. MeSwain, which had 
not occurred to me when I read the act, would seem to me to be a 
very proper act to have on the statute books at all times as an 
element of flexibility in the executive power. 

Secretary HurLeY. As a lawyer, do you recognize the danger of 
invading by statutory enactment a field that is now left to implied 
powers? 

Mr. Baker. Invasion—may 1 have that question again? 

Secretary HurLeY. Invasion by statutory enactment of a field 
that is now left to implied powers. The purpose of my question is 
to bring out whether or not a statutory enactment usually limits 
implied powers or enlarges them. 

Mr. Baker. It usually limits the implied powers. And may 
I tack a sentence onto that? 

Secretary HURLEY. Yes, sir. 

Mr. Baker. Every war involves, necessarily, a temporary abey- 
ance, if not surrender, of many of the freedoms and liberties which 
we all enjoy in peace times and I think every preparatory measure 
which Congress passes, or any amendment to the Constitution that 
is contemplated, ought to look to the earliest possible restoration 
of all of our liberties and freedom when the war emergency has 
passed, so that we will be just as free a people after it is over as 
we were before. Now that has no special application, except it 
seems to me that anticipatory legislation looking to the surrender 
of our normal peace-time liberties and freedoms, perhaps gets us 
used to the idea of the surrender, and I do not like to get used to it. 

Secretary HurLey. There is just one other phase of this statutory 
enactment: In your administration of the office of Secretary of 
War during the great war, did you find yourself more limited by 
statutory enactment than you were by the lack of power because of 
lack of enactment? 

Mr. Baker. Yes, sir; more limited by statutes which were passed 
in peace time and not intended, doubtless, to apply to a state of 
war and yet were a in their terms, than I was by an absence 
of power. Now, of course, that deals with everything except appro- 
priations. When the Congress delayed the appropriations and we 
did not have the money, then of course we faced a criminal statute 
if we spent money which had not been appropriated, and several 
times we had to look that statute quite squarely in the face. 

Secretary HurLeY. in other words, you found, where you relied 
upon implied power, you could always go ahead; but where you had 
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to rely upon a statutory enactment, you found your way obstructed 
usually by the enactment ? 

Mr. Baker. Yes, sir. 

Secretary HurLeY. Have you read the law proposed by Mr. 
Baruch ? 

Mr. Baxer. I think I did, Mr. Secretary, but I do not have its 
terms in my mind. I got it only yesterday, and I read it without 
having that thought in my mind. l 

Secretary HurLeY. I might say this, that my reaction to 1t was it 
was intended to increase the implied power; but if you have not 
studied it I do not care to examine you on it. 

Mr. Baker. I have not studied it. 

Mr. McSwain. Mr. Secretary, has the Secretary of War, as such, 
any implied powers? 

Mr. Baker. None. 

Mr. McSwain. He does not even have a constitutional existence, 
does he? 

Mr. Baker. No, sir. 

Mr. McSwain. He is created by statute, and every power he has 
is a statutory power? 

Mr. Baker. Yes, sir. 

Mr. McSwain. Then, when you are speaking about being embar- 
rassed by existing statutes, or the crystallization of action by statu- 
tory language, you are speaking of the residuum of implied powers 
that the President. has by virtue of being Commander in Chief of 
the Army and Navy? 

Mr. Baker. Oh, obviously. 

Mr. McSwain. I wanted to make that clear. 

Mr. Baker. Oh, the Secretary of War is merely the military secre- 
tary to the President. 

Mr. McSwain. Exactly; and all the war power there is that is not 
in the statutes is in the President, and what he does he does for the 
President ? 

Mr. Baxer. He does for and in the name of the President and by 
virtue of the President’s power. 

Secretary Horey. I might add there that my suggestions in 
regard to implied power were to the implied powers of the Com- 
mander in Chief of the Army and Navy, or the Chief Executive 
of the Nation, and not his agents who carry them into effect. 

Mr. Baker. Sometimes it looks the other way, Mr. Secretary. I 
once had occasion to examine a good many of the orders made by 
Mr. Secretary Stanton, who was a great Secretary of War, and they 
seemed to proceed by virtue of the power which appeared to be resi- 
dent in him; but, of course, they were in Mr. Lincoln. 

Mr. Corns. You spoke about the war powers of the President. 
Where do you find anything like that? I have heard that ex- 
pression. 

Mr. Baker. Well, the place to look for it, sir, is first to read the 
description of the President of the United States, as Commander in 
Chief of the Army and Navy, and then in the decisions of the Su- 

reme Court. There is no definition of it; there is no donation of it, 
ut the Supreme Court has found it in abundance. 
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Mr. CoLLins. What is your answer? 

Mr. Baker. There are some terms in the law which it always has 
been deemed wise not to define. because every definition is a limita- 
tion and the war powers of the President must be left sufficiently 
unlimited to meet whatever emergency he faces as Commander in 
Chief. So no definition has ever been attempted. 

Mr. Corns. As a matter of fact, it is nothing in the world but an 
encroachment upon the provisions of the Constitution ? l 

Mr. Baxer. Oh, I quite disagree with you about that: I think it is 
an intentional donation of undefined power. 

Mr. CoLLixs. Which the public believes is necessary in an emer- 
gency. 

j Satay HurLeyY. Mr. Baker, on behalf of the commission 1 want 
to thank you for the service you have rendered us in this matter. 

Mr. Baker. Thank you, sir. I greatly value the kindness of the 
commission. 

Secretary HurLeY. Gentlemen of the commission, 1 would like to 
introduce, as the next witness, Gen. Palmer E. Pierce, who has had 
a broad experience in the matters that come before the commission 
for consideration. General Pierce served as Chief of the Division of 
Purchases, General Staff, during 1918. He was a member of the 
General Munitions Board, War Industries Board. and War Council. 
You may proceed, General. 


STATEMENT OF GEN. PALMER E. PIERCE 


General Pierce. I have prepared a memorandum which, with your 
permission, I will read. You have asked my views on the following 
questions: (1) Methods for equalizing burdens of war; (2) for re- 
moving profits from war; (3) policies to be pursued in the event of 
war. I take the liberty of offering this brief memorandum as to the 
studies you are making. 

In regard to methods of equalizing the burdens of war, the chief 
burden of war is borne by fighting men. The best. though far from 
complete, equalizer of this burden is their selection by draft. Under 
this system men are called to the colors by lot, and the burden of 
military service is distributed equally and impartially to all classes 
of our citizens. 

The economic burdens caused by war are many and serious. These 
burdens begin in times of peace, because of the evident necessity of 
being reasonably prepared for national defense in emergency. When 
war comes, the financial and economic burdens rapidly increase, and 
especially so if the Nation has not adequately prepared for defense. 
Unfortunately, the expenditures and wastage of war do not terminate 
with it. The United States has always been most liberal to its de- 
fenders, and the burdens assumed in providing for the sick and de- 
pendent veterans of wars have been and are tremendous. However, 
these burdens, as well as those resulting from expenditures in prepa- 
ration for and the actual carrying on of wars, may be equalized 
through a proper system of taxation. 

Second, as to removing profits from war: So long as the rights 
of private property exist, it will be difficult to prevent all profits 
from war. Up to date, a certain amount of profiteering has oc- 
curred during wars. It is possible that a collective State may some 
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day wage war without profits to any of its citizens. However, it 
is impossible for the United States to wage war successfully without 
some profits as well as the inevitable losses that result from the 
changes in the normal activities of the people by the mobilization of 
all national resources to support the war. 

The theory has been advanced that the burdens of war would be 
equalized and all profiteering preventel if there were drafted in 
time of war, not only all the man power but also all the wealth 
and material resources of the country. An attempt to draft the 
wealth and industries of the United States in time of war would 
probably prove disastrous. The change from private to govern- 
mental possession and operation of industries would cause great 
confusion and resulting delay. The loss of private initiative would 
produce inefficiency. 

The Government should not draft manufacturing plants, rail- 
roads, or other means of communication. There should be as little 
disturbance as possible of peace-time conditions. The dislocations 
resulting from the mobilizations of all the resources of the Nation 
In a great emergency would be serious enough without the draftin 
of labor, wealth, and industry. The changes resulting from sack 
universal draft can not now be fully comprehended. Certainly 
much time would be required to get full roduction and satisfactory 
administration under the new system. tn war, time is of the very 
essence, and the safety of the country might be seriously com- 
promised before such a draft could efficiently be enforced and 
continuous and satisfactory production secured. 

In order to get the best results and suppress excessive profits the 
Government should regulate instead of draft labor, capital, and 
industry. Industry and capital should remain in the control of 
those trained and accustomed to exercise such control in time of 
peace. A draft of all these agencies would produce changes of 
conditions not in harmonv with the characteristics and customs of 
our people. The power to draft should be ever present and the 
President should not hesitate to use it in extreme cases of defiance 
or of failure to cooperate. It is believed other solutions of this 
important problem of taking the profits out of war should be 
sought. 

Third, in event of war, the policies to pursue should include: 

(a) Registration of the man power of the Nation. 

(0) Draft to the colors of the numbers needed for the military 
forces, including technicians, service of supply and labor troops, and 
so forth. 

(c) Appropriation by Congress of a lump sum to be expended by 
the President for the purpose of carrying the war to a successful 
conclusion. 

(d) Formation of a body similar to the War Industries Board, but . 
more inclusive, to function directly under the President and in virtue 
of his war powers; this body should be charged with the mobilization 
for war of the material resources of the country, and their allocation, 
priorities, and so forth. 

(e) The President, in order to prevent inflation, should establish 
prices. rents, wages, salaries, commissions, profits, and so forth, and 
anything charged in excess thereof should be declared unlawful. 
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(f) In order to secure direction and partial control he should re- 
quire manufacturers and marketers of public necessities to be licensed, 
and should prevent operations without licenses. 

(7) He should commandeer plants and companies that fail to 
carry out regulations or instructions, or whenever necessary for the 
public service: 

(h) He should regulate labor and allocate it when desirable. 

(7) He should draft into the Army men who are not willing to 
work, 

Bv these means it is believed profiteering would be largely elim1- 
nated and the wastage lessened and the burdens of war better equal- 
ized than heretofore. 

I have hesitated to go into details because they have been given to 
you by that excellent study of Mr. Baruch, which was presented by 
him. 

Senator RoBinsoN. Do you think it is practical to freeze prices at 
a given time upon the country engaging in war? 

Geen Pierce. I think there would be great difficulties. You 
mean all prices, may I ask, Senator ? 

Senator Roprnson. Yes. sir. 

General Pierce. I think there would be great difficulties. 

Senator Roprnson. Wherein would the difficulty lie or rise? 

General Prerce. In the multiplicity of prices to be determined, 
the varying prices in different parts of the country. It seems to me 
there would be a time element there that would be quite important as 
to the determination, definitely, of prices that might have existed at 
a certain definite date. 

Senator Ronrnson. Is it important to have any regulation of prices 
by public authority ? 

General Pierce. They should be regulated immediately at the be- 
einning of a war. 

Senator RoBINsoN. How ? 

General Prerce. Well, they were regulated by us at the commence- 
ment of the war through the General Munitions Board first. and 
then by the War Industries Board, largely with the consent of the 
industries of the country. 

Senator Rosrnson. Do vou favor a system that would base all 
regulation of prices on the consent of the producers; do you think 
that is the best plan? 

General Pierce. Dependent on the consent of the producers? 

Senator RoBIxsoN. Yes, sir. 

General PrercE. No. sir. 

Senator Roprxson. What is your plan? 

General Pierce. Through an agency similar to the War Industries 
Board the President should promptly, at the beginning of war, 
establish fair prices, 

Senator Ronrnson. You would give to the Government agency 
arbitrary power, that is, complete power, to regulate the prices of 
commodities essential to the carrving on of the war—you would 
make that take effect at the beginning of the war? 

General Prerce. As soon as possible, Senator. 

o RoBixsoy. As soon as possible after the beginning of 
the war 
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General Pierce. Yes, sir. It is necessary to do that in order to 
prevent inflation, in my opinion. 

Senator RoBinsoN. Why would it not be practical to accomplish 
the same end by freezing prices at a given date? 

General Prerce. It seems to me in one case the task would be very 
much greater than in the other. If I may refer to an experience in 
the World War, we fixed early in the summer of 1917 the ees of 
copper and steel. That was done by calling to Washington the repre- 
sentatives of those two industries and discussing prices with them. 
In the case of copper, I think the price fixed was 221% cents per 
pound. Copper had been selling in the market at about 35 cents a 
pound. 

Senator Ropinson. How did the prices you fixed with respect to 
copper and steel compare with pre-war prices; I mean prices that 
Mb received or were in force elore the beginning of the war in 
1914 

General Pierce. I think the prices were higher. In copper, I am 
not sure; still I think even in copper it was higher. In steel I know 
the prices were higher. 

Senator Ropinson. The prices of those commodities or products 
had advanced after the beginning of the war in Europe and prior to 
our entry into the war? 

General Prerce. Yes, sir. 

Senator Rosrnson. Do you remember about how much, General? 

as Pierce. It was a considerable percentage, but I do not 
recall. 

Senator Ronson. Was there resistance to the fixing of the prices 
by these producers of steel and copper? 

General Prerce. No. 

Senator Rosrnson. How was the figure that was fixed, the price 
figure, arrived at? 

General Pierce. We had very thorough discussion. For instance, 
in steel, I have a very vivid recollection of the discussion that took 
place as between Judge Gary, Mr. Schwab, Mr. Grace, and the 15 or 
20 representatives of that industry, and our own board. One of the 
serious questions that we had, perhaps the most serious, was to get 
the amount of the products necessary, which required the full opera- 
tion of inefficient plants. whose costs were high. There was a great 
deal of discussion as to how that could be accomplished and yet not 
give undue profits to corporations like the United States Steel and 
the Bethlehem. 1t was absolutely necessary to have the production, 
so that the problem was solved by the adoption of the excess-profits 
tax to take away the excess. 

Senator Rosinson. Did Messrs. Gary, Schwab, and others repre- 
senting the steel industry propose or suggest the prices that actually 
were fixed or agreed upon ? 

General Prercr. No, sir. 

Senator Rorinsox. Who did propose those prices? 

General Prerce. Well, the board. We had the discussion; we had 
the prices before us and, as I recall it, we had the report of the price 
investigation board of the Government—I can not think of the name 
of it right now, Senator. 

Mr. MonTcomerY. The Federal Trade Commission. 

General Pierce. Yes; the Federal Trade Commission. 
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Senator Rosprnson. The Federal Trade Commission made an in- 
vestigation of the cost of production ? 

General Prerce. Yes, sir. 

Senator Rosrxson. And reported it to your board ? 

General Pierce. Yes, sir. 

Senator Rosrnson. And vou reduced in one instance the current 
prices from 35 cents to 221% cents, I believe you said? 

General Pierce. That was in the case of copper. 

Senator Robinson. Do vou remember the reduction that was made 
in the case of steel ? 

General PrercE. No; I do not, Senator. 

Senator RoiysoN. Was it material and substantial ? 

General Pierce. I think it was. 

Senator Rosrnson. That figure that was finally fixed was indica- 
tive that the prices were too high with respect to those two com- 
modities; necessarily I assume it would ? 

General Pierce. Yes; they necessarily were high. 

Senator Ropinson. Now, why would it not have been a practical 
plan to have said that the prices for all commodities should be the 
prices that were in effect, sav. 30 days before the beginning of the 
war? Why would not that have been a practical plan, assuming the 
United States, of course, had entered the war at its beginning, or 
toar te time should be fixed with reference to our entry into the 
war? 

General Prerce. I see no serious objection to it, Senator, if it is 

ractical to make that determination promptly and then have flexi- 
bility so that changes can be made either up or down. 

Senator Rosrnson. What would be the necessity for changes; 
what circumstances would compel changes? 

General Prerce. Well, I think I may illustrate again. After fixing 
the price of copper, as I recall. at 2215 cents, later it was found that 
was not quite high enough to get some of the production that was 
needed, and the board raised it to 2314 cents per pound. 

Senator RoBINsoN. In any system of price fixing there inevitably is 
the necessity for changes from time to time? 

General Pierce. Yes, sir. 

Senator Rospinson. What would be the effect on the procurement 
of raw materials not produced in this country of a process of freez- 
Ing prices? 

General Pierce. Well. it seems to me it would certainly produce 
uncertainty as to supplies. 

Senator RoBINSON. In your view, I assume the prime necessity is 
adequate supply ? 

General Pierce. Yes, sir. 

Senator RoBINsoN. And prompt supply? 

General Prerce. There is no question about that. 

Senator Ronson. Were the prices you fixed made with regard 
to that consideration ? 

General Pierce. Yes, sir; and the protection of the Government. 

Senator Roprxson. What was your service during the war; what 
was your position ? 

General Prerce. I was on the General Staff of the United States 
Army and I became a member of the General Munitions Board, 
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subsequently of the War Industries Board, representing the Army, 
until April, 1918, when I went to France in command of the Fifty- 
fourth Bri ade, Twenty-seventh Division. 

Senator Rosrnson. Who took your place here on the War Indus- 
tries Board as representative of the Army when you went to France? 

General Pierce. General Goethals on the War Industries Board 
and Gen. Hugh S. Johnson as director of purchases and member of 
the General Staff. 

Senator Rosrnson. That was the General Johnson who was here 
with Mr. Baruch the other day ? 

General Pierce. Yes, sir. 

Senator RoBINsoN. In your service abroad did you carry on ac- 
tivities or perform duties analogous to those you had performed in 
the homeland, or what were your duties? | 

General Pierce. You mean during my staff duty? 

Senator Robinson. Yes. 

General Pierce. No, sir; not at all. 

Senator Rosinson. You were in combat service there? 

General Pierce. Altogether. 

Senator Robinson. Segregated from the industrial phases of the 
combat ? 

General Pierce. Altogether. 

Senator Robinson. I think that is all. 

Mr. CoLLins. You said that you did not want to draft or con- 
script either capital or labor, but that you felt that a statute ought 
to be provided giving the power to the President to do that in the 
event he thought it was necessary. Did I correctly understand you? 

General Pierce. I did not specifically say that a statute should be 
enacted to give the President those powers that I enumerated in 
summing up my memoranda. Some, if not all, of them he has 
already. He ought to have the power to do the various things that 
I listed promptly at the beginning of war. I think he should have 
all the powers sel to regulate our activities as to fighting men, 
as to labor, as to capital, and as to material resources. 

Mr. CoLLins. In other words, you think he ought to be able to 
draft them or conscript them in the event it is necessary ? 

General Pierce. Yes. 

Mr. CoLLixs. That is all. 

Mr. McSwain. General. were you acquainted with the investiga- 
tions made by the Federal Trade Commission at the instance of the 
United States Senate in 1918? 

General Prerce. Not well acquainted. I can not say that I really 
was acquainted with them. 

Mr. McSwary. You were close enough in contact with conditions 
in America, prior to your going to France, to know that there was 
what was described, even by the President of the United States in a 
message to the Senate, as profiteering, were you not ? 

General Pierce. Oh, yes; and there was profiteering. 

Mr. McSwain. There was profiteering, as a matter of fact, under 
the cost-plus contracts, was there not? 

General Pierce. I think so; a certain amount. 

Mr. McSwain. There were padded pay rolls and padded expense 
accounts, and an indiscriminate expenditure of money because it 
meant a higher 10 per cent, were there not? 
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General Prerce. Well, I have heard reports to that effect; but, 
if I may add a little, perhaps, which does not seem quite ger- 
mane ? 

Mr. McSwain. Certainly; say anything you wish, sir. 

General Pierce. In those larger contracts the Government was 
protected against the sort of thing you mention by the maximum 
limit of profit which was prescribed in the contract. For instance, 
in a $5,000,000 contract the maximum profit was $250,000: so if this 
padding went on and increase of expenses went on, it did not do 
the contractor any good, because he got no more. 

Mr. McSwarn. Exactly; after he got up to the $250.000 mark in 
profits, if there had been any motive for padding his expense, why, 
it then would cease? 

General Prerce. Yes. 

Mr. McSwarx. But up to that point there was reason, at least, 
for its existence ? | 

General Pierce. Yes. 

Mr. McSwarn. If the person were greedy and selfish? 

General Pierce. Exactly; the Government tried to protect itself 
against that by proper inspection. i 

Mr. McSwarn. Now, these very copper concerns, as the report of 
the Federal Trade Commission shows, during the year 1913, which 
was a fair sample of pre-war conditions, made an average of 11.7 
per cent; yet in 1918 they made 24.4 per cent—more than double. 

ould anyone attribute that doubling of profits to any cause other 
than the existence of war and the great demand for copper? 

General Prercre. No; no other reason. 

Mr. McSwarn. While it is true copper concerns had to pay higher 
wages, had to pay more for such materials as are used in the pro- 
duction of copper, and after they may have increased their expense 
accounts in various ways, may have increased the salaries of the 
presidents, may have paid big salaries to the boards of directors, 
and so on, yet after all that was taken out their net profit was 
24.4 per cent. Now, General, it is just that condition that has 
brought about a sense of injustice on the part of the rank and file 
of American people, which sentiment has brought about the cre- 
ation of this very commission here. 

General Pierce. I understand fully. It is something to be indig- 
nant about. 

Mr. McSwain. Now, we did come to price control toward the end 
of our actual participation in the war? 

General Prerce. Well, we began it early, as I have explained in 
the case of copper and steel, but we did not extend it anywhere near 
as far as it was extended at the end of the war. But the principle 
was adopted right at the start. 

Mr. McSwain. Are you familiar with the history of the previous 
wars sufficiently to be able to tell us whether or not the prevalence 
of profiteering in previous wars, from the Revolution down, finally 
brought every government conducting war, every administration 
conducting war, to the necessity of controlling profits and fixing 
prices by controlling profits? 

ooners: Prerce. You say has brought the Government in every 
case? 

Mr. McSwarx. Yes; the Government. 
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General Pierce. Our Government? 

Mr. McSwarn. Our Government; yes, sir. 

General Pierce. Well, I can not state definitely, but at the begin- 
ning of the World War we knew that extraordinary efforts should 
be made to prevent excessive profiteering and wastage and started 
right in at the beginning to do what could be done to prevent it. 
I remember the discussions that took place on that particular subject. 
I was going to tell an incident that occurred, but I think perhaps I 
had better not. 

Mr. McSwarn. You are privileged so far as I am concerned, Gen- 
eral. We want to know what happened, in order to prevent some 
of the things that did happen, and want to get all the light we can. 

Mr. Corns. I think it is a good time to furnish a story. 

General PrerceE. This same question was discussed with the Secre- 
tary of War—Secretary Baker when we appeared before the 
Appropriations Committee of the House, of which Mr. Cannon was 
a member, and I recall very well now the Secretary’s being ques- 
tioned and that Mr. Cannon got up and, with his inevitable cigar 
in his mouth, sticking up, said : 

Mr. Secretary, you have said a good deal about the control of wastage and 
prevention of profiteering in war, but I want to tell you— 

And the cigar was still in his mouth while he was telling this— 


that there is going to be graft and profiteering in this war, and the party in 
power is going to be held responsible for it, and at the end of the war that 
party is going to pass out and my party will come into power. 

It made a surprising effect. 

Mr. McSwarx. That is writing history in advance. 

General Pierce. Yes. From the very start, I know that the then 
secretary and all of us who were assisting him had been doing 
everything possible to prevent profiteering, graft, and wastage. 

Mr. McSwain. But you do recognize that the machinery for the 
effective prevention of profiteering became more effective as time 
passed, until finally, as Mr. Baruch told us, if the war had con- 
tinued for another six months more, the whole price structure of 
the United States would have directly been controlled by the War 
Industries Board? 

General Pierce. Yes; very probably. 

Mr. McSwain. Now, what we want to know is whether or not if 
the necessity of the case, without statute, forced the Government 
in the end to that very thing, why it should not be done at the 
beginning and therefore prevent a lot of unfairness, a lot of inequal- 
ity, and a lot of injustice that did crop out in that war and which 
a out in all previous wars? Now, why shouldn’t they do 
that 

General Pierce. It should be done at the beginning. That is 
what we are all advocating. Of course, you must remember that 
the War Industries Board had a process of evolution; it developed 
by a process that was perhaps too gradual; yet it was very rapid 
when you read its history. As we look back at it, we wonder, per- 
haps, why they did not start right at the beginning to do many 
things that were being done in the fall of 1918; but we had to have 
that process of evolution. I think it is surprising how forward 
looking the gentlemen were who had those things in charge in 1917. 
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Mr. McSwain. I agree with you entirely. Now, one of the main 
purposes of this very commission here, as I understand it, is to 
garner the lessons both from mistakes and from right action, so 
that in the event of another war, if it ever does come, whoever 
then is in control will have the organized, systematized information 
and suggestion resulting from the report of this commission and 
from whatever statutes may be enacted as a result of its studies as 
a starting point to commence intelligently and systematically to 
bring about a condition that had to be evolved through a trial-and- 
error process of evolution that you have mentioned. 

General Prerce. I think that task is extremely important. 

Mr. McSwain. As I see it, that is the great purpose of this com- 
mission. I have nothing else, Mr. Secretary. 

Secretary HurLey. Thank you very much, General. We appre- 
ciate your coming here to assist us in this matter. The next witness 
is Commander John M. Hancock, who was the naval representative 
on the price-fixing committee of the War Industries Board in 1918. 


STATEMENT OF COMMANDER JOHN M. HANCOCK 


Commander Hancock. I am sorry not to have had more time to 
have studied this situation and to come down with a clear-cut, defi- 
nite concept of the ideas I am sure I could develop if given time for 
study. My experience with the Navy ended in 1919. My contact 
with it since has been very casual. I can speak largely from the 
operating point of view of a man who is doing the buying and who 
can see what is going on, save only the fact I have forgotten a lot 
of things that happened, when I look back 12 years. 

It seems to me that the basic need is not so much a new law as it 
is an understanding on the part of Government officers of what their 
powers really are. When the World War came on in Europe a 
group of us in the Navy who were in the buying organization were 
quite clear in our minds that we were going to be dragged into the 
war when the time came. We had no particular plan for getting 
organized, for going outside of our own ability; but, so far as we 
could, we began our own planning as to what we might do in the 
purchasing field. In the course of our study of our powers and with- 
out having authoritative advice from anybody, we were clear that we 
had all the powers that were needed for any purpose whatever, pro- 
vided only we used the powers sensibly aad were prepared after- 
wards to defend our use of the powers. We found no lack of power 
whatever in doing anything that seemed desirable to be done to 
protect the Government’s interests. There were a good many men 
in the Government service with whom I came in contact who ap- 
proched their job with quite a different philosophy than we did. 
They approached their job with this question in their mind, Where 
can T fnd authority to do the thing I want to do? And they could 
not find it, and the result was inaction. Our philosophy was the 
opposite; we looked to see if there was a prohibition against it and, 
failing to find a prohibition, we acted. d, so far as I know, we 
were not criticized for it. I think if there is a basic understanding 
of the powers that the buying organization has, there is ample power 
to do what is desirable. 
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The fear I have in all this discussion is we are building up too 
much machinery that will be awfully slow in motion; we are aim- 
ing at an ultimate refinement of planning which won't fit the situ- 
ation when it comes. My thought is if you are aiming at a plan, as 
far as you can see to-day, of paralleling the War Industries Board 
organization, vou will do a great deal to meet a probable situation. 
I would not try to carry it out in detail, but I would try to have 
the skeleton of that organization picked out in advance and I would 
know who the men were. 

Mr. Baruch’s strength in the war lay in the fact, primarily, that 
he knew where to go to get the right kind of men to do the job. 
That was the great contribution, I think, he made. I think the aver- 
age man in the Government service, and I will go back to my own 
time in the Navy, did not know individually about what is going 
on in industry and particularly they do not know the key men who 
are men with lofty motives, who will treat everybody squarely and 
fairly and would not stand for having the Government gouged. 
Now, if the Army and Navy knew those men in time of peace, and 
they are in all industries, then you have the nucleus of the machine 
for operating when the war comes on. 

I made a few notes here this morning and maybe I could cover 
some points that would be of general interest. On this matter of 
authority existing in the buying organization, we will say, for war 
purposes, we found no lack of authority whatever; but there were 
cases where we were a little in doubt and desired to be thoroughly 
sure, and so we drafted Executive orders, submitted them to the 
President, and in all cases the President signed the Executive order 
giving us authority about which we thought there might be some 
color of doubt. But in every case we had a specific grant of all 
the authority required and 1 never heard any of those grants called 
into question. “Phere is one field of work that I think of moment 
which it may be this commission might start a study upon, an 
that is to let the men who are in the actual buying operations come 
to a better understanding of what constitutes fair compensation 
under commandeering. Maybe I can cite an illustration of the kind 
of troubles we ran into. During the war fuel oil was very scarce 
at all ports. It was the war demand that made the scarcity, and 
- the scarcity in the port of Philadelphia was heightened by the fact 
we had to divert railroad traffic to other ports. We had a conges- 
tion back of the port which limited our supply; we had an increased 
demand at the port on account of the great number of ships coming 
there. | 

That artificial situation caused by the war created a shortage at 
the port and therefore stimulated prices. When we commandeered 
fuel oil we were in difficulties because the suppliers said, “ We are 
entitled to the going price for oil in the port,” and the Court of 
Claims upheld them. Now, nothing much can be done about it here, 
as far as I can see, but there ought to be some basic understanding 
on the part of the men who are doing the buying of what their obli- 
gations are going to be when they come finally to pay the bill. If 
we had any thought we would be forced to pay the price prevailin 
in Philadelphia in that emergency. as it developed, I feel we woul 
have gotten a lot of oil in Port Arthur, on the west coast, and not 
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bought. it in the port of Philadelphia. where the supply was limited 
and the port congested: but in this case our hands were tied by court 
decisions. 

I think vou can say, fairly. that the o in the operating and 
buying organizations of the Army and Navy have not as complete 
an understanding as they should have and as would be desirable in 
regard to what. constitutes “just compensation” for articles com- 
mandecred. 

I would urge that one old-time law, which I believe is still in effect, 
be repealed. It is disregarded and maybe has no weight. As I 
recall, there is a provision of statute forbidding the payment of 
mileage or traveling expenses of any officer who is going to a trade- 
association meeting. Well, it scares a man off from knowing what 
is going on in industry if he is watching the law and knows of it. 
and the law is probably more honored in its breach than its observ- 
ance. But it is the wrong attitude for Congress to take not to let 
Government men get closer in contact with what is going on in the 
industrial field. If vou can not trust them, then do not have them 
there at all, but get somebody vou can trust: but if vou have them 
there with authority, then give them a chance to learn enough to do 
their jobs well. 

I think the last war showed verv clearly that. on the whole, the 
war jobs were clone well according to the opinions of men who were 
watching them. When they were well done they were done by 
good, aggressive men, and I ‘do not believe a statute will ever create 
initiative. That. is my basic opposition to any kind of legislation 
that is going to define powers, because it is going to limit in the end, 
and the important part. I think. is to get good men. able men. with 
initiative, in a war. Let them make mistakes: the mistakes made by 
a man who has initiative will be less costlv than mistakes the other 
type of man makes. I favor. for that reason. vounger men in the 
operating end in a war. I know, as the years have rolled by with 
me. I have gotten more conservative. I think we all go through the 
same experience. And I think, from the operating end. you do not 
want conservative men running a war. 

During the last war there was some uncertainty in the minds of 
all of us about the actual power of the price-fixing committee. So 
far as I know it never was really tested to a final issue. I believe 
the President said to Mr. Brookings, the chairman, on one or two 
occasions, “Let the manufacturers of goods see the club behind vour 
door.” Brookings was saying. “We have a stuffed club there. but 
it is always behind the door.” The President said, “I believe it is 
time now to bring it out.” I do believe the power ought clearly to 
be established in the board: then I think there ought to be a wise 
use of that power; not to use the club all the time. 1 find you can 
get more out of industry by cooperation, by leadership, than you 
can by hammering. 

As to Mr. Baruch's plan. I have not really seen it. I saw it this 
morning for five minutes. In general. Mr. Baruch's plans were 
alwavs good. That 1s my initial attitude toward any plan of his. 
The only fear I have. from havine heard the discussion this morn- 
ing. is that it involves too much machinery, unless it is going to be 

a statute passed primarily for the effect it will have on the people's 
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minds. But if you are going to try to enforce it, I am afraid it is 
going to involve too much machinery and machinery that won't 
work. 

Following some of the queries this morning as to the matter of the 
date for the basic price being fixed, it seems to me it is a more simple 
administrative operation to pick out those cases that need attention 
than to try to handle all cases. If you try to freeze prices to-day, I 
mean to decide to-day they are frozen as of three months ago, it 
would be interesting to look over and see what has happened to 
commodity prices in the last three months. I do not call to mind 
all of the many changes, but in the last three months there has been 
a marked change in commodity prices. Now is to-day the right 
basis, or is three months ago the right basis? We have had, as a 
whole, a commodity decline in the last two years, at least. What is 
right—to-day’s level or the level of three months ago? I do not 
know. I won't be dogmatic about it and say either is right, but the 
difficulty is we are trying to set values on an arbitrary standard, and 
value is a matter of opinion and not a question of fact at all. I could 
picture to myself a situation here, in fixing prices to-day, if there 
were a war to-day, where if cotton. for example, had been 8 cents 
a pound in an abnormally low market and to-day were 10 we would 
tie things up tight until we had raised the price to 10 cents, and that 
would be true of a great many cases throughout the country, and 
you would have a flood of demands coming in for a raise in prices 
* that are focused at one point, and I believe you would have a neck 
of the bottle that you could not break. That is part of the idea 
I have. Thére is too much machinery involved. 

And the price structure is a fluid structure in this country. The 
location of an excess supply shifts from time to time and may exert 
an enormous weight. Some years ago, when there were practically 
no merchant ships on the west coast burning fuel oil, the prices of 
oil on the west coast equaled the Port Arthur price on the Gulf less 
freight to the west coast, because the man who had oil on the west 
coast had to move it around to the point of consumption, and it was 
based on the Port Arthur price on the Gulf. Therefore, he had to 
absorb the cost of freight from, say, the west coast to Port Arthur. 
The minute merchant ships began using oil in volume on the west 
coast the situation reversed; there was not enough oil on the coast 
to meet the demand, and it then become the Port Arthur price plus 
freight from Port Arthur on the Gulf to the west coast. That is 
an illustration of the fluid-price structure in this country, and I am 
frankly afraid of the difficulties you are going to have and the tre- 
mendous snarls you are going to have by freezing the price situa- 
tion as it is to-day. I say that with great hesitation. because I have 
great respect for Mr. Baruch’s judgment. If his plan is weak at all, 
as I can see it, that is where it is likely to be weak. With the 
es of the plan I am in accord. 

Mr. CoLLiNs. That is all there was to his plan? 

Commander Hancock. You are asking me to give my judgment 
after five minutes’ study. My judgment in that time is not worth 
much, but 1 do want to suggest that the line of study is worthy of 
being followed. 
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Senator Roprnson. You made two statements, Commander, which 
as I interpret them, seem somewhat to contradict the one or the 
other. As I understood you you said your experience had taught you 
that ample power already exists for the purchasing agents to do any- 
thing they want to do and ought to do. 

Commander Hancock. Yes, sir. 

Senator Ropixson. Without any additional statutes? 

Commander Hancock. Yes, sir. 

Senator Ropinson. Then you said that the authority of the board 
to fix prices ought to be clearly established ? 

Commander Hancocx. Right; not necessarily by statute, though. 

Senator RoBINsoN. How? 

Commander Hancock. Have it clearly understood in the people’s 
minds that the power is in the board. I do not see why it can not 
equally well come by Executive order. 

Senator RoBINSON. Assuming the President had the power to issue 
such an order? 

Commander Hancock. Yes, sir. 

Senator Ropinson. But assuming there is doubt of that power and 
there is necessity for clearly establishing it, how can it be established 
except by statute or constitutional amendment? Are you a lawyer? 

Comamnder Hancock. I am not a lawyer; but if I accept your 
assumption, I would follow your argument; but I believe the Presi- 
dent has any power he chooses to use. I think it is fundamental, if 

ou tell a man, as I understand the Constitution does, that the 
President shall wage war, I think it implies he has all of the power 
required and necessary to carry on that job. It would be true in a 
business situation, clearly, and 1 do not see why it should not be 
true here. 

Senator RoBINsoN. Of course the powers of the Commander in 
Chief of the Army and Navy are very broad; but 1 never heard any 
one yet say the President, by virtue of that authority, can do any- 
thing he just thinks of doing. 

Commander Hancock. 1 would not suggest that either, sir; he 
would have to defend them afterwards. 

Senator RoBinsoN. But your idea is there exists under the Consti- 
tution ample powers in the Commander in Chief to accomplish any- 
thing that is necessary to be done, and it had better be done by 
Executive order than by any modification of statute. 

Commander Hancock. Yes, sir. i 

Senator Rosıxsoxn. How should price fixing be arrived at; what 
is the process? You recognize clearly in your statement the neces- 
sity of some form of price fixing? 

Commander Hancock. I do; clearly. I would take exceptional 
cases that need attention and not try to blanket the whole situation. 

Senator Rosprxson. How many cases would likely arise for price 
fixing. 

Commnder Hancock. Of course my offhand answer is largely a 
guess. I would say 60. | 

Senator RoBixsoN. That contemplates the process of hearing and 
decision ? i 

Commander Hancock. Yes, sir. 
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Senator Rosrnson. How long would it take to fix a price under 
the process? 

Commander Hancock. You are asking me who is going to be on 
the board ? 

Senator Robinson. I do not know; but there should be some fair 
method of giving a fair hearing. The process, you say, contemplates 
a fair hearing?! 

Commander Hancock. Yes. 

Senator Roprnson. How long ought it ordinarily to take? 

Commander Hancock. Well, with a well-organized group of able 
men I think you might get by with it in a period of six weeks. 

Senator Roprnson. Six weeks to fix all of the prices that would be 
necessary ? 

Commander Hancock. For the start, the basic commodities, the 
wholesale prices at basic points. I would not attempt to touch retail 
prices, 

Senator Rosrnson. You would not attempt to touch retail prices? 

Commander Hancock. No, sir; not at the start. 

Senator Robinson. What do you mean by “ not at the start ” ? 

Commander Hancock. Not at the start of the war. 1t might be 
necessary during the war, but 1 would not try to do it at the start. 

oer Rosinson. You would let them run their own course until 
when ? 

Commander Hancock. Well, the available supply that is in distri- 
bution channels will soon pour out. There are, on the whole, low 
inventories in the country to-day, and the general aim is for low 
inventories. 

Senator Rosrnson. The natural result would be, if prices were not 
fixed at the beginning, the increase in retail prices would be great 
and rapid, would it not? 

Commander Hancock. Yes; that would be the natural result. 

‘Senator RoBINsoN. Now, at just what stage would you intervene 
with Government authority to stop the rise in prices, and vay wait 
until prices had all become excessively high before interfering ? 

Commander Hancock. Because I think you can not physically 
control the fixing of retail prices; you can not actually do it. 

Senator RoBinsoN. You think it is an impossible task? 

Commander Hancock. Absolutely. 

Senator Rorinson. You think if you said the prices shall be the 
same as at the beginning of the war, on the day the war begins or the 
day before, that would not be a practical standard ? 

Commander Hancock. There is no such standard. Let me illus- 
trate: It is very clearly known that the chain-store industry as a 
rule will undersell independent merchants by various figures, from 
10 to 14 per cent. What is the price of Quaker Oats in Chicago 
to-day? It depends on where you buy it. Are you going to limit 
one man who has been getting, we will say, 100 cents for an item 
to keep on getting 100 cents and say the man who has by chance 
been selling in distress at 79 cents—are you going to tie the hands 
of the two and freeze that price until somebody can go in and 
correct it? 

Senator RoBiNson. Now, would not that same difficulty exist at 
any stage of the game? 
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Commander Hancock. It does. That is why I say you probably 
can not control retail prices in the beginning. It would be difficult 
at any time. 

Senator Ropinson. Except. you say, while vou would not interfere 
with them at the beginning of the war; you used the word * start ” ? 

Commander Hancock. That is right. 

Senator Rosrxson. Which I assume to be when vou began war 
activities? 

Commander Hancock. Right. 

Senator Roprnson. You implied. at least. there probably would 
come a time when it was necessary to control retail prices? 

Commander Hancock. There might be: yes, sir: but you would 
meet the situation when you got to it. 

Senator Ronson. Under what circumstances? What would be 
the conditions which, in your opinion, would warrant or make neces- 
sary the Government's interference with retail prices? 

ommander Hancock. 1 do not claim to have enough Judgment 
to answer the question. I think it would be a matter of public 
opinion on the whole that will govern at that time. 

Senator RoBINsoN. You mean that when public opinion generally 
thought that prices were running too high there ought to be Gov- 
ernment interference? 

Commander Hancock. Yes, sir; that is the only suggestion 1 could 
offer. 

Senator Rosrnson. Is that the only standard you can fix in ad- 
vance for interference with retail prices—public opinion ? 

Commander Hancock. That is all I can think of right now, sir. 

Senator Ronrnson. I won't press it; but you have nothing else to 
suggest, as I understand you? 

Commander Hancock. No, sir. 

Senator Roprnson. No other influences? 

Commander Hancock. No, sir. 

Senator Rosprnson. Do you recognize, in the case of a prolonged 
war, that there would be necessity or might be necessity for some 
regulation of retail prices? 

Commander Hancock. There might very well be: yes, sir. 

Senator Rosryson. Well, do you think any necessity manifested 
itself during the World War? 

Commander Hancock. I was not close enough to the retail-price 
situation, sir, to have any opinion. 

Senator Roprxson. Did you have any relationship to retail prices 
in your activities? 

Commander Hancock. No, sir. 

Senator Rosrnson. You took note of them? 

Commander Hancock. I took note of them, but have since for- 
gotten them. 

Senator Rosrnson. But as far as you can now remember, there 
was nothing in the experience of our people during the World War 
which made necessary the regulation of retail prices? 

Commander Hancock. The question covers a wide territory, sir. 
I think there were situations that probably did require it, but I 
think the regulation on the whole became effective through control 
of wholesale and manufacturers’ prices. 
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Senator Rosixson. You think there was no such profiteering among 
the retailers as would warrant interfering with their business anc 
that it was sufficiently controlled by the regulation of wholesale 
prices? 

Commander Hancock. I think toward the end of the war, that 
was about the fact; yes, sir. I recognize, as we were going through 
the war, that the situation at the end of the war was not at all the 
situation at the start of the war, and retail-price fixing at the end of 
the war may have been desirable in some cases. 

Senator RoBinsoN. And no sign was exhibited at that time? 

Commander Hancock. And we were all green men on the job, and 
it was a brand new concept for everybody. 

Senator Rosprnson. Did conditions grow worse during the war 
with respect to prices or did they improve under Government regula- 
tion? | 

Commander Hancock. I do not know just what you mean by * grow 
worse.” Do you mean grow higher or lower? 

Senator Roprnson. Yes; grow higher. 

Commander Hancock. On the whole, they grew higher. 

Senator Ropinson. They grew higher? 

Commander Hancock. Yes, sir. 

Senator Ropinson. Was there nothing in that condition which, 
in your opinion, occasioned any inconvenience or threatened the 
morale of the public with respect to retail prices ? 

Commander Hancock. Yes, sir; it did threaten the morale, 
unquestionably. 

Senator Roprnson. It did? 

Commander Hancock. As to the degree, I do not know about 
that. f 

Senator Robinson. To any extent that warranted public inter- 
ference ? 

Commander Hancock. I do not think so. 

Mr. McSwain. Commander, you say you have not been connected 
with the Navy since the war? 

Commander Hancock. I did say that; yes, sir. I have not been 
connected. 

Mr. McSwalx. Now, simply for purposes of information, as some- 
thing of a test with which to measure your judgment, what has been 
your business ? 

Commander Hancock. My business since the war? 

Mr. McSwain. Yes. 

Commander Hancock. A variety of things. I left the service 
in the fall of 1919. I was employed by two New York banking firms 
who, you might say, underwrote me, that they would find a position 
for me in some of the companies which they had financed, to my 
liking and theirs. They unilerwrote me for three years; they were 
obligated for 20 days of that three years, and I went into the reor- 
ganization of the Jewel Tea Co. That work was substantially fin- 
ished at the end of three years. 1 then had to arrange for relief, 
eontemplating I would go with one of the largest merchandising 
eoncerns in America as its president. Instead of that I came as a 
partner to Lehman Bros. Yanan Bros. are an investment bank- 
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ing concern and with contacts. 1 suppose. with a hundred of the 
largest industrial concerns in America. My work with them is 
not in the banking end. because my background and training is not 
along banking lines. What I know about banking I have gotten 
by observation—contact or exposure. if you will. My experience 
has been in industrial problems entirely. It was largely so in the 
service, and has been entirely so since. and in rehabilitation work, 
wherever it is required, in any of the companies with which we are 
identified. 

Mr. McSwarx. Were vou in the Navy prior to the war? 

Commander Hancock Yes, sir: I was in the regular service for 
15 vears. 

Mr. McSwary. In what branch of the service? 

Commander Haxcock. The Supply Corps of the Navy. 

Mr. McSwatyx. You were not in the line? 

Commander Hancock. No, sir: I was not. 

Mr. MeSwarx. When vou spoke of your activities during the war, 
were you connected with Admiral McGowan's activities? 

Commander Hancock. I was immediately in charge of our Navy 
buving, under his direction, 

Mr. McSwain. So your pre-war experience as a purchasing agent 
for the Navy and vour war-time experience in connection with that 
activity 1s the basis for your knowledge of industry since the war? 

Commander Hancock. I do not quite understand that question. 
I am sorry, sir. 

Mr. McSwary. You say vou are not a banker, as such ? 

Commander Hancock. No. sir; I am in a banking firm, that ts all. 

Mr. McSwary. You are in a banking firm to assist in appraising 
industrial activities ? 

Commander Hancock. Not so much appraising them as curing 
their troubles, 

Mr. MeSwarx. Diagnosing the troubles? 

Commander Hixcock. No, sir: curing them. 

Mr. McSwain. And curing them ? 

Commander Haxceck. Right. 

Mr. MeSwars. Diagnosis comes before the administration of the 
cure ¢ 

Commander Hancock. It does not constitute cure, though. 

Mr. McosSwarx. You say vou have not had the time to study this 
question we are investigating 

Commander Haxcock. Yes, sir. 

Mr. McSwarx. Will you have any time between now and Decem- 
ber to prepare a brief for our benefit. when you have plenty of time 
to reflect upon the war experience, and pre-war experience. and sub- 
sequent war experience? We do not have to make a report until 
December 1. 

Commander Hancock. I have the time and I will be glad to do it. 

Mr. McSwain. Thank vou very much; that is all. 

Secretary HurLey. Thank you very much, Commander Hancock. 
The next witness will be Col. Leonard P. Ayres, who was Director 
of the Division of Statistics of the War Industries Board during the 
war. You may proceed, Colonel. 
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STATEMENT OF COL. LEONARD P. AYRES 


Colonel Ayres. There seem to be two main currents of thought 
that have been exemplified in the discussions here this morning and 
in the comments that have been appearing in the public press. One 
centers around possible methods of making the conduct of war, should 
that become necessary, more efficient; the other around avoiding 
possible abuses, particularly through profiteering. There seems to 
be, as an undercurrent and basis for that second field of discussion, 
a belief that our war costs in the late war were greatlv increased by 
the advance in commodity prices, I take it that this is largely be- 
cause all of us remember that prices did advance rapidly at that 
time, and that the war was at about that time: so we tend to conclude 
that the price advances came during our participation and were: 
presumably a consequence of it. 

The record of the Federal index of the prices of commodities at 
wholesale shows that if we take the average price of all commodities 
in 1926 as being 100, which the Government does, and then go back- 
ward in the record. we find that when the Great War began that 
price was only 67; and that after the war, at the peak of prices in 
1920, it was 167. So that there was an increase during that period 
of 100 points. Now, of that 100 points, 47 came before we entered the 
war; the rest of the advance consisted of 22 points while we were in 
the war and 31 points subsequently. In other words, the actual ad- 
vance during our participation in the war was only a minor part of 
that total great price inflation, but the advance before we entered 
was a very great one. 

Our war expenditures were relatively minor in the early part of 
1917, so that 1t becomes quite clear that most of the profits that have 
been discussed, which were made in 1917. were not made as a result 
of our governmental expenditures in 1917 but, rather, as a result of 
the very rapid advances in prices and the purchases by the foreign 
governments. We spent for the war, roughly, $22.000,000.000 from 
the time we entered the war. For the first 3 months the war cost 
was about $2,000,000 a day; for the next 12 months it cost us about 
$22,000,000 a dav—nearly a million dollars an hour. And then 
there was a great deal of cost subsequent to November of 1918 before 
the war effort was terminated and that averaged $44,000,000 a day. 
If one takes those various allocations of expenditure and the shift- 
Ing prices of commodities during that whole period, he may then 
address himself to answering the question as to what would have 
happened in the matter of war cost if prices had been frozen as of 
the first day of the war. The result seems to indicate that for our 
entire effort, including in that the cost of the Army and the Navy 
and the Emergency Fleet Corporation and the other agencies, there 
might have been effected a total saving of approximately 10 per cent 
of the cost; or, perhaps, instead of the money cost having been 
$22,000,000.000, approximately, it might have been reduced approxi- 
mately to $20,000,000,000. 

The costs, so far as the Army is concerned, were mainly for food, 
for clothing, and for ordnance. The Navy costs were largely sim- 
ilar, with a lesser proportionate amount for ordnance. Of the: ele- 
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ments entering primarily into those costs the Government indexes 
show that during the period of our participation in the war food 
prices advanced by about 6 per cent; textiles by about some 39 per 
cent; leather decreased in price by 10 per cent; iron and steel by 
11 per cent; other metal products by 20 per cent, and chemicals ad- 
vanced by 4 per cent. The savings that could have been effected, 
hypothetically, by a freezing of the prices at the beginning of the 
war, would apparently have been something like $2,000,000.000 in 
amount. Apparently, that saving would have come in a greater 
majority of the amount, on the one hand, from the farmers, who 
would have received far less for food products, for there the in- 
crease Was seriously great: and on the other hand from the textile 
workers. -So we mav think of that possibility as one which would 
have had its impact largely in those two general fields of the farmer 
and the textile worker. 

It is to be remembered, I take it, that if there had been effective 
such a freezing of prices, the profits which would have been made 
by the industries where prices fell would have been very much 
greater and would have been made by governmental sanction and, 
in a sense, under governmental protection. In that case, after prices 
were frozen, there would have been many kinds of influence con- 
tinually brought to bear to get advances, as the difficulties of pro- 
duction became apparent; but it would have been no one’s business, 
really, to make applications for reductions. So that in all cases 
where the price trend was downward, the freezing would constitute 
a governmental sanction for an ever-increasing profit which, in the 
‘ase Of a large part of our actual expenditures in that war, would 
have been of considerable proportions. I think it is true, too, that 
almost all by-products under a system of frozen prices would tend 
to vield greater and greater protected profits, because where the 
primary operation produced increasing amounts of the by-product, 
unless that also were of use in the war activity, that would be a 
source of continued protected profit. 

One might carry that kind of consideration a good deal further. 
One can think, for example, of a war being entered into at the present 
moment and under existing conditions. It so happens that coal of 
the smaller sizes necessary for use in the making of steel, while not 
exactly a by-product, is nevertheless a fuel that is produced in rather 
definite proportions to the output of domestic and steam grades of 
coal, At the present time, steel making being at a low ebb, that kind 
of coal used in the production of steel exists in very greatly excess 
amounts; it can be bought at the present time for as little as 60 cents 
a ton, If that price should be frozen, and the war effort should 
begin, as soon as the existing piles were used (it would be a matter 
perhaps of a month). no more of that coal could be produced at that 
price, or at any price remotely approximating it. At the present 
time it is excess material, and almost by-product material; but if 
steel making should expand it would become quite the other kind of 
material. 

Mention has already been made of tires. Of course, were there a 
war, and were the costs of tires to be frozen, it would have to be 
remembered that somewhere else in the world there is also some 
other nation or nations at war, and that their economic processes are 
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operating as are our own, and that crude rubber for making tires 
comes from abroad, and its cost is not determined in our markets, 
but by other world markets. Everyone conversant with conditions 
in that industry knows, I think, that should there be a greatly in- 
creased demand for tires, frozen prices at these levels could not pro- 
duce tires after the immediate existing stock of rubber was used up. 
It would be quite impossible to keep on producing tires at present 
prices. 

I think, Mr. Secretary, that covers what I had in mind particularly 
about that phase of it—the cost elements of the matters under con- 
sideration. There are, perhaps, some things that should briefly be 
mentioned about corporate profits resulting from expanded war oper- 
ations. It is quite clear from the figures that we have that the net 
income of American corporations increased very rapidly after 1915, 
reaching a new high level, distinctly above what it had been before 
ìn 1916. That increase continued into 1917, despite the fact that our 
war purchases were not relatively large in 1917, and then it de- 
creased so sharply in 1917 that the income of American corporations 
was distinctly less in 1918, after we were in the war, than in 1916, 
before we were in the war. 

It seems to me clear that it would have been entirely to the advan- 
tage of capital to have kept on selling goods at those prices to war- 
ring nations and to have done everything possible to keep out the 
war, so far as this Nation was concerned. 

There are certain other assumptions in the minds of all of us, I 
think. Certainly nearly all the men who were in the Army and 
went abroad came back feeling that the war period, while they were 
in the Army, had been one of very high nal increased wage levels 
and that they had, so to speak, missed the opportunity to advantage 
themselves by those prevailing high wages, because they were absent 
and in the Army. In point of fact, however, while the wage rates 
and the costs of living did in that period move slowly and tardily 
behind the advance in the wholesale commodity prices, the costs of 
living moved up notably after the war was over and the wages like- 
wise. So that if we were to make a weighted index of all wages and 
call the average hourly wages 100 at the beginning of the war—when 
I say that, I mean the European participation in the war—then they 
had risen to about 130 in April, 1917, when we entered the war; 
they moved on up to something like 175 at the end of 1918, when 
the war had closed, and then mounted to 235 by 1920, in the spring 
of 1920. So that the boys who were in the Army by no means missed 
an opportunity to participate in the high wages by being in the 
Army. Those high waves, with the competition for employment, 
came jn the main after their discharge from the Army. 

Mr. Secretary and gentlemen, I think I have nothing more to add 
of my own volition. I have talked rapidly on the things about 
which 1 have been making notes, realizing the hour was late and 
your time is short. | 

Senator Rosprxson. Your figures disclose that after we entered the 
war there was a relatively greater increase in the prices of farm 
products than of manufactured products? 

Colonel Ayres. In the main: but that would not be true as e 
sweeping generalization. For example, the textile products went up 
further than the food products. 
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Senator Rosrsson. Tf I understood vour statement in the begin- 
ning correctly, it was that in general the prices of agricultural prod- 
ucts increased more rapidly after the United States entered the war 
than manufactured products. Did I understand you correctly? 

Colonel Ayres. I think that would be true, but I should want to 
make a further inquiry to be quite certain of it. It would be true, 
sir. with respect to those things which our armed services purchased. 

Senator Roprxson. What, in your opinion, was the cause of that 
disparity between agricultural products and manufactured prod- 
ucts—disparity in the rise of them? 

Colonel Ayres. I should sav it was probably threefold. In the 
first place there was a growing demand from abroad, as well as from 
this country. for the products of agriculture. The warring nations, 
having to devote themselves to th®r war efforts, had to depend more 
fully on imports for food, and we were largely the source of those 
imports. So that in addition to our own inereased demands, which 
always rise when food must be shipped away, there was a steadily 
increasing demand from abroad, and a relatively stationary amount 
of supplies. Prices went up. So much for the food products, 

With regard to the manufactured products, and particularly those 
used in the war, 1 think there were two kinds of forces at work, One 
was that our manufacturing resources in those fields had been ex- 
panded with great rapidity to meet the demands before we entered 
the war, and they were developing true efficiency in the production 
of a good many war supplies. That is particularly true as to chemi- 
cals used as a basis for explosives. So that by the perfection of their 
processes of mass production they were cutting down the costs. 

I should state. as a third probable cause, the price-fixing activities 
of the Government, which actually, as General Pierce indicated, not 
merely held prices but in mstances brought them down. 

Senator Ropinson. Have you made a study, with respect to the 
principal war commodities, as to the prices that prevailed when 
price fixing was first resorted to? 

Colonel Ayres. No, sir. I could not make so ambitious a state- 
ment as to say I have made a study. I have not recently had occa- 
sion to review those things carefully and in detail. 

Senator Rontxsox. Have you a conclusion, from your experience 
and study, as to whether price fixing should be resorted to in time 
of war with respect to retail prices? 

Colonel Ayres. Yes, sir. I think it should not be resorted to save 
In special cases and as and if conditions which develop made it obvi- 
ously necessary. 

Senator Roprnson. What would those conditions probably be? 

Colonel Ayres. Probably such as did arise in some measure during 
the war, where people in a city were not able to secure coal for ordi- 
nary domestic heating and cooking uses without paying more than 
they ought to have had to pay. Now, there were those cases: and 
there were, of course, and notably in this citv, cases of excessive 
domestic rents. Such cases as those will arise. When they arise, my 
own opinion is they should be dealt with. 

Senator Ropinson. The inclination in your statement, indeed, as I 
understand it. in the express declaration, is that price fixing as to 
retail prices should be resorted to only after the prices with respect 
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to special commodities have become so high as to compel price fixing 
for the protection of the public? 

Colonel Ayres. Yes, sir; I should subscribe to that—for the pro- 
tection of the public and only in cases where the thing clearly had 
become demonstrated. 

Senator Roprnson. Did I understand you correctly when I inter- 
pret vour remarks in the beginning that your experience and study 
lead you to oppose any process of price freezing at or prior to the 
beginning of a war? Is that correct? 

Colonel Ayres. No, sir; I should not make it so sweeping as that; 
I should say, rather, no sweeping or all-inclusive process of price 
freezing. 

Senator Ropinson. Well, what prices would you say should be 
frozen at the beginning or about the beginning? 

Colonel Ayres. Price freezing, I think, should be undertaken 
forthwith after the beginning of the war or at the beginning of the 
war in those commodities which clearly are going to be purchased 
and utilized in such large amounts that the new, added demand 
threatens to lift the quotations unreasonably high. I think price 
fixing of that sort is a valuable and even essential step in the process 
of making the diversion from normal and civilian needs and uses to 
the special and different uses of the Government. Those products 
include, clearly, iron and steel at the beginning; they include copper; 
they probably include several different types of textiles; and one 
might go on making a list of that sort, of which, perhaps, there 
might be, let us say, 20 commodities. 

Senator Roprnson. Well, would you include all foods or food 
products ? 

Colonel Ayres. I should think not, to begin with; no, sir; I should 
very much doubt that. I think the objective here is to prevent the 
kind of profiteering that may take place in a relatively controlled 
market dealing in a rather definite kind of output. Food is not in 
the main secured from any few sources that can control a market; 
steel is; copper Is. 

Senator RoBINSON. Assuming, as you say, it would be necessary 
and desirable to fix prices from the beginning or about the beginning, 
with respect to certain commodities, what is the best method of doing 
that, in your judgment ? 

Colon] Ayres. I think the method is substantially the one that 
has been advanced here specifically by Mr. Baruch, the bringing in 
of the leaders in the industry under discussion, talking the matter 
over with them, having them realize, as they all did realize, that in 
the last analysis the Government can fix that price and then, on the 
basis of the facts and the arguments which they present and those 
which have already been gathered on the part of the Government 
by such an agency as the Federal Trade Commission, to decide on a 
price for the basic elements of that product at basing points. 

Senator RoBINsoN. Such a plan would contemplate hearings and 
decision with respect to each of the commodities to be regulated ? 

Colonel Ayres. 1t does; yes. | 

Senator RoBINsoN. And would not rest on an arbitrary or definite 
proposal to fix prices as of a given date? 

‘colonel Ayres. Quite so. 
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Senator Rorinsox. Your figures, particularly those relating to 
the relative increase in commodity prices following our eee 
the war, do not, of course, reflect the increase in prices that occurre 
after the war commenced in Europe and before we entered 1t ? 

Colonel Ayres. I did mention those figures: yes. 

Senator Roprnson. I understand: but the increase was greater 
than you said? 

Colonel Ayres. Oh, yes: much greater. 

Senator Ropinson. Much greater? 

Colonel Ayres. Oh, yes. 

Senator RoBrxsoy. So that the profits that were made, accordin 
to your understanding and study. were largely made, the war prof- 
its, before we actually entered the war and while other countries 
were at war? 

Colonel Ayres. Quite largelv; yes—I think they undoubtedly 
were, and something of their magnitude may be judged from the 
fact that in war and excess profits taxes the Government took nearly 
%7 000,000,000. 

Senator Rorrnson. I think that is all. 

Mr. McSwarn. Colonel, did I understand you to say that our total 
war expenditures were $22,000,000,000 ? 

Colonel Ayres. That is the figure I used: ves. Of course, I did 
not include in that the loans to the foreign nations. 

Mr. McSwatx. They were only about ten billion, were they not? 

Colonel Ayres. Perhaps eleven. 

Mr. McSwarn. Including interest at the time we made our ad- 
justments. Now, Mr. Baruch gives the total expenditure as thirty- 
nine billion. 

Colonel Ayres. So I noticed. 
care McSwain. Well, now, who noticed most carefully, do you 
think! 

Colonel Ayres. I should not want to express an opinion, sir, as 
to that. [Laughter.] 

Mr. McSwain. Now, Colonel, assuming the profit per transaction 
is uniform, or substantially uniform. would not vou say the total 
clearing-house receipts would reflect the relative absolute profits of 
any one year? 

Colonel Ayres. No, sir; I certainly should not. You mean by 
“ clearings ” what we call bank clearings? 

Mr. McSwarn. Yes. If a man makes a dollar on one transaction, 
then if he makes two transactions on the same basis, he will make 
$2 profit, won’t he? 7 | 

Colonel Ayres. Presumably so. | 

Mr. McSwary. Then I say, assuming that the profits per trans- 
action are substantially the same, the total clearing-house receipts 
will ora the relative absolute profits for two or more comparable 
years 

Colonel Ayres. I should not want to subscribe to that; no. sir; 
because a very large degree of the volume of those clearings will be 
dependent on what the stock market is doing in the meantime. 
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Mr. McSwain. But I thought we adjourned the stock market dur- 
ing the war; it did not blow up until 1929, but did not we adjourn 
the stock market during the war? 

Colonel Ayres. No, sir. 

Mr. McSwain. At what stage did it resume its manipulation ? 

Colonel Ayres. That would be a difficult question to answer. The 
stock market reached a high point for prices late in 1916. Prices 
descended almost uniformly through 1917; they rose rapidly through 
1918; so that you can think whatever you want from that condition. 

Mr. McSwain. I do not remember, but I am pretty sure we closed 
the cotton exchange for a while. 

Colonel Ayres. The stock exchange was closed from August to 
December, 1914, when war broke out. 

Mr. McSwain. The World War? 

Colonel Ayres. Yes, sir. 

Mr. McSwain. But there was no control of those speculative prices 
during our participation in the war whatever? 

Colonel Ayres. No, sir. There was a very vivid market going on 
during part of that time. 

Mr. McSwarn. Colonel, just for the purposes of identification in 
the record and to enlighten me personally, I should like to know 
what your connection with the War Industries Board was? 

Colonel Ayres. I served as the head of the division of statistics 
of the Council of National Defense, and on the War Industries 
Board, and the Priorities Board, and the Allies Purchasing Commis- 
sion, and was the American member of the Bureau de Statistique 
Allié; that is, the American member of the Inter-Allied Statistical 
Bureau. Those activities began at the beginning of the war and 
lasted until the early spring of 1918. I then went over into the Arm 
and became the chief of the statistics branch of the General Staff. 
I was chief statistical officer to begin with, and then became chief 
of the statistics branch of the General Staff; then statistician of the 
expeditionary forces in France. | 

Tr. McSwain. And then Aprés la Guerre? 

Colonel Ayres. Aprés la Guerre; 1 returned and became vice 

resident of the Cleveland Trust Co. and am still. I served as 

leutenant colonel and colonel in the war; I served as statistician 
of the Commission to Negotiate Peace. 

Mr. CoLLins. Let me ask you just a question: Your figures show 
$22,000,000,000 as having been expended by this country during the 
war in the purchase of supplies, and so on 

Colonel Ayres. That includes the Army and Navy pay and such 
things as that. 

Mr. CoLLiNs. And their exclusion would bring the purchases down 
to a lower figure? 

Colonel Ayres. Yes, sir. 

Mr. CoLLinNs. How much lower? 

Colonel Ayres. There are too many things in there to make it 


possible to say. 
Mr. CoLLins. Just approximately ? 
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Colonel Ayres. I should want to verify that before answering; 
I should want to look up that figure before hazarding a guess on 
how much the wage and pay figure would be in that total. 

Mr. CoLLins. Then if we had frozen prices in advance by statute, 
I understood you to say we would have saved about 10 per cent? 

Colonel Ayres. Yes, sir; I think a careful study would bring that 
result. Mine was an approximate and hurried study, but I carried 
it far enough to reach the conclusion that a careful statistical inquiry 
would arrive at some such result as that. 

Mr. CoLLrNs. About 10 per cent? 

Colonel Ayres. About 10 per cent; yes. sir. . 

Mr. CoLLIxNs. So a general freezing of prices would not have saved 
two-thirds of the cost of the war, and has been said by some? 

Colonel Ayres. No. sir. I think the results I have indicated would 
not be far out. It has to be remembered that certain commodities in 
which the expenditures were enormous decreased in price during the 
war. Steel was one; copper was one; leather was one; and chemicals, 
which constituted the basis of explosives at an enormously large cost, 
remained almost steady. 

Mr. Couurns. I take it, then, you figure that a general price freez- 
ing would not be of as much benefit to the country as generally has 
been assumed. 

Colonel Ayres. No, sir. I think, on the contrary, that it would, on 
the one hand, bring very great administrative difficulties and, on the 
other, that it would insure a good deal of profiteering. 

Mr. CoLLixs. Now you spoke about the income of corporations dur- 
ing two years; one was 1916 and the other was 1918? 

Colonel Ayres. Yes, sir. 

Mr. CoLLixs. Did you refer to gross income or net income? 

Colonel Ayres. Net income. 

Mr. CoLLixs. Well, at the same time do you not know that during 
that particular period of time the corporations of the country were 
engaged in the issuance of wholesale stock dividends? 

Colonel Ayres. Yes, sir; there were some. 

Mr. Cotirns And have you analyzed your figures sufficiently, hav- 
ing that in mind, to determine whether the net incomes in 1918 were 
not actually higher than they were in 1916? 

Colonel Ayres. I am confident that they were not, but I could not 
prove it now from what I have alreadv done. 

Mr. CoLLiws. In other words, you think you are right about it? 

Colonel Ayres. Yes; but I would not make the statement that I 
am. 

Mr. CoLLixs. And you could not make the statement until vou 
looked into that particular feature ? 

Colonel Ayres. No, sir. 

Mr. Cotiins. In your discussion of prices vou always refer to 
wholesale prices, do you not? 

Colonel Ayres. I have, always, in what I have said to-day, re- 
ferred to wholesale prices; yes, sir. 

Mr. CoLLins. And in an analysis of vour testimony we can always 
assume you meant wholesale prices? 

Colonel Ayres. Those are wholesale prices; yes, sir. 

Mr. CoLLINs. That is all. 


WAR POLICIES COMMISSION 169 


Secretary HurLeY. Thank you, Colonel. That concludes the hear- 
ing for this morning. 

(The commission thereupon adjourned until to-morrow, Thursday, 
March 12, 1931, at 10 o'clock, a. m.) 


Tuerspay, Marcu 12, 1931. 

The commission met at 10 o'clock a. m., in the minority conference 
room, Senate Office Building, Washington, D. C., March 12, 1931, 
Hon. Patrick J. Hurley (chairman) presiding. 

Secretary HURLEY. Gentlemen of the commission, I want to intro- 
duce Mr. Daniel Willard, president of the Baltimore & Ohio Rail- 
road. He was a member and later chairman of the advisory com- 
mittee of the Council of National Defense and chairman of the War 
Industries Board. 


STATEMENT OF DANIEL WILLARD, PRESIDENT OF THE BALTI- 
MORE & OHIO RAILROAD 


Mr. WiLLarD. Now, Mr. Secretary, I have not come with any 
prepared statement. I am not sure I quite understand just what 
you would like to have me say, and I would be glad to answer 
questions, 

Secretary HurLey. Mr. Willard, have you read Public Resolution 
No. 98 of the Seventy-first Congress? 

Mr. WiLLarpD. Yes; I have. 

Secretary Horey. Then you are familiar with the purposes for 
which this commission is holding these hearings ? 

Mr. WiLLarD. Yes; I am. 

Secretary HurLey. You have had experience in the economics of 
war? 7 

Mr. WiLLarD. To some extent. 

Secretary HurLeY. And, if you like, we would be glad to have you 
address yourself to the purposes of the resolution for a moment and 
make your own statement, or we will ask questions—which ever you 
prefer. 1 think it would be more satisfactory to you, perhaps, to 
state your views first. 

Mr. WiLLarb. Perhaps if I give you the picture in my own mind, 
as briefly as possible, of my experience, that may at least be the 
basis for questions to be asked. 

Secretary HURLEY. Yes. | 

Mr. WiLLarp. In 1916 I was asked by President Wilson to become 
a member of the advisory commission of the Council of National 
Defense, and I remained a member of that commission until the 
end of the war. In the following March I became chairman of the 
commission and remained chairman until the end of the war. In 
November, at the request of the President, I accepted the chairman- 
ship of the War Industries Board and retained that position until 
the following January. Finding, in the meantime, because of the 
restrictions existing, that the board could not effectively function, it 
seemed to me it was futile to remain as chairman of it, and for that 
reason and some others I resigned as chairman of the War Industries. 
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Board. but remained, at the request of the President, on the Advisory 
Commission. 

I urged upon the President certain changes that were necessary 
in the law, in my opinion, if the War Industries Board were expected 
to function effectively. Such changes later on were reflected in the 
so-called Overman Act. Until the passage of that act the chair- 
manship of the War Industries Board remained vacant after my 
resignation: then, after the Overman Act was passed. Mr. Baruch 
was appointed and remained at the head until the end of the war 
and dealt with matters coming within his purview in a most effective 
manner, 

The thing that impressed us all most in the beginning of the war 
was the utter lack of preparation. I speak of that in no sense of 
eriticism of anybody. We had had no war of any consequence for 
manv vears: the men in the service. the officers, had grown old in the 
service: they had had no experience of the kind that confronted them 
after we entered the World War. Not only that, but they were so 
circumseribed by law and restriction of one kind or another that 
they were given very little freedom of action, very little opportunity 
to use their judgment. 

I have never felt that the Advisory Commission. or the Council 
of National Defense, for that matter, was a very effective agency for 
carrying on war, but it was a fact that because of the conditions I 
have : already referred to the Advisory Commission, in the earlv days 
of the war, the first five or six months, was able, 1 think, to do some 
rather effective work which could not be done at that time by the 
regular officers of the Government, particularly in the Army and 
Nav v Departments where it belonged. because of the definite restric- 
tions which surrounded them. Now. while the members of the 
Advisory Commission had no specific authority to do anything. on 
the other hand. there were no restrictions reflected in the law forbid- 
ding them to do things and so the members of that commission did 
go ahead and do constructive work, at their own risk, it is true, until 
the arrangement could be perfected so that the officers of the Gov- 
ernment, the officers of the Army largely, could do the things that, 
in my opinion, they ought to do in times of war. And it came about, 
at the end of 6 or 7 months, or 8 months, perhaps 9 months, the 
Advisory Commission had nothing to do and from then on only met 
infrequently to the end of the war, because the duties which it had 
been obliged to take on in the beginning finally found their proper 
lodgment in the different departments of the War Department, and 
where. in my opinion, they should be. 

I had more experience with the transportation matter than with 
other departments. I might say, before going into that, I have read 
Mr. Baruch’s testimony very carefully. and I have talked with him 
on numerous occasions about the matters he discussed. I worked 
with him very closely for a vear and a half here in Washington, and 
I am familiar with the problems which he discussed and with his 
views. Generally my views are very largely in accord with his as 
he expressed them in his testimony. 

The question of freezing prices at the beginning is an interesting 
one and, if it could be done and if a way could be found to administer 
the act, it might be very effective. As a matter of fact, that was 
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what we did during the last war; but. instead of doing it in the 
beginning and all at once, we did it subsequently and in detail. I 
am not sure which is the better plan. I could not give a definite 
expression to-day in favor of the plan advocated by Mr. Baruch. but 
I dunk it has so much in the way of possibilities, if it could be made 
effective, that if I were dealing with it, I would not vote against it, 
I would not turn it down, until I had made the fullest possible patty 
concerning its possibilities. Certainly 1f it could be made to wor 
as Mr. Baruch thinks. and he has had a very wide experience, and 
if it would give the results which he thinks it would, to me it would 
seem a very desirable thing to do. Ina way. that was what was done 
with the railroads. The railroads were taken over and they were 
the only industrial institution of large importance that was taken 
over, with the exception, I think, of the telephone and the telegraph. 
They were taken over by authority granted to the President in the 
appropriations act of 1916 and were operated under his direction, 
throuch his representative, of course. until the end of the war. But 
Congress decided that they should be paid, you might say, on the 
principle which Mr. Baruch advocates in the freezing of prices— 
that we should look back to the last preceding three full years and 
find what the profits were, and that should be what we should be 
paid for the use of our properties. 

I have very definite views as to what course should be pursued in 
the next war concerning the railroads, and I think, instead of doing 
what we did the last time, in detail, we should follow more nearly 
the course that was pursued in England. We could do that very 
easily; it would be a matter of no difficulty to have the line of 
procedure, the technique, the committees named. everything worked 
out and settled. There would be no difficulty in having such an 
understanding with the War Department that skeleton orders could 
be prepared in advance, and if, we will say, our country entered 
war to-day on a large scale, which made it necessary that the Gov- 
ernment should control the railroads, the arrangement could be put 
into effect to-morrow; there is no need of any delay at all. And 
if the management of the properties were left to the officers of 
the companies, as was the case in England, instead of being han- 
dled as we did handle it here, I think the results would be much 
more satisfactory. 

Not only that, I think it would be fairer to the properties. I do 
not think it was fair to take the properties and do as was done 
with them during the last war. There was no occasion for dealing 
in an arbitrary manner. It may possibly be a little beside the 
question, but it has such a bearing, I would like to mention this fact: 
This country entered the war on the 6th of April. 1917. On the 
11th of April, 1917, five days after we entered the war. the chief 
executives of some 70 or 80 railroads met in this city. in confer- 
ence, and before they left the conference room, inside of two hours, 
they had adopted a resolution giving to a committee which they 
appointed the power of attorney, approved subsequently by their 
boards of directors, to direct and control the operation of all the 
railroads for the period of the war. A committee was imunediately 
appointed and put in charge. They established the machinery, 
largely, which was subsequently used by the director general. 
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“Their operations are said to have failed: the popular opinion was 
that that method of handling it failed. Nothing could be more 
untrue. It failed in some respects which would have to be pro- 
vided for. What happened, really—two things happened really. 
When the railroads voluntarily turned their properties over to the 
Government, without guaranty, without any understanding, with- 
out any arrangement as to compensation, they did not fully realize 
what they would be expected to do. Of course, they knew that 
the roads had to be tun as one agency, so that all the machinery 
and all the facilities that the carriers had could be brought to bear at 
any one point or in any one region to meet the requirements. Any 
other course would be just as absurd as carrying on a large battle 
with each division eae on its own plan instead of under some 
central director. 

Well, it naturally came about that it was necessary to take busi- 
ness and equipment from some roads in order to strengthen others, 
but no provision had been made to pay the railroads whose equip- 
ment, facilities, and business was taken away. That was a problem 
they could not deal with. Nor could they raise rates to meet the 
situation because of the fixity of our laws and the unwillingness of 
the commission at that time to meet the situation. That was one 
thing that brought about a financial condition that threatened the 
complete disruption of the railroads unless the Government did take 
them over. 

But the other thing, the thing that was more apparent in_the 
sublic mind, was this: The terminals, the docks here in the East, 
aa so congested with business that it very seriously interfered 
with the operations of the railroads and. of course, the roads were 
held responsible for it. What happened, as a matter of fact, was 
this: Instead of not being able to move the business, thev actually 
moved so much business, and moved it so much faster than it could 
be disposed of, that thousands of cars were brought into our eastern 
terminals because they had been ordered moved in preference for 
transshipment across the seas, and then, because of a lack of boats, 
change of orders, or other conditions, the cars could not be unloaded. 
That was corrected later on by the deve elopment of committees repre- 
senting the Government which were able to visualize the whole situ- 
ation, find what commodities were needed, and only bring them in as 
fast as they could readily be moved away. Not infrequently it hap- 
pened in the beginning that a ship partly loaded with one commodity 
was ordered unloaded, to put the commodity back on the docks and 
take something else, because the exigencies of war made such a course 
necessary. 

Later on all that was ironed out. The railroads played a very 
important part, but they could not do that; neither could they at 
first exercise any influence in the way of priorities. I remember 
myself attending a committee hearing in the Senate, I think, and 
when I explained what we were doing i in the early summer of 1917 
in an effort to meet the situation, and that we were presuming to send 
some kinds of freight as against others, not being able to handle 
both, that course was quite severely condemned by some of the Sena- 
tors at that time who had not at that time visnalized what war meant. 
Later on. of course, they approved of it. 
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Then there was another reason why the War Board failed (if it did 
fail; of course, I have always contended it did not fail, but that has 
been the thought of many): it was this: They had no authority; 
all that they did they did voluntarily and they did in the face of 
the Sherman Act and all of the other antitrust acts on the statute 
books, and not infrequently, 1 suppose half a dozen times during 
the summer, they were cautioned by the Attorney General that they 
were going too far; that. in combining their efforts and exercising 
the control they had to exercise, they were doing things contrary 
to law and, of course, that had to be stopped. 

Mv definite reaction would be this: I do not know what legislation 
is necessary; I do not know that any is necessary ; certainly I have 
no changes to recommend. But concerning the railroads. shortly 
after the war, Secretary Weeks initiated a conference witb the rail- 
road managers with this thing in their minds. They worked out a 
skeleton or ‘ganization so that, in time of emergency, it would be 
possible promptly to do the thing I have in mind. It would be this, 
that a group of responsible officers would be selected by the railroads 
themselves, through their central agency located here in Washing- 
ton. This group of men would be selected before the war and should 
be a permanent organization for maintaining contact with the War 
Department. I think from time to time thev should have conferences 
aid go over the situation in the light of such developments as might 
be made from time to time. Skeleton orders should be prepared in 
advance; the chairman of the committee should be designated: to 
whom he should report should be made clear, either the Secretary 
of War or some assistant—the Secretary of War is enough to men- 
tion—so that if war were declared to-day it would be possible to 
direct all the railroads under a unified management. subject to the 
direction of the Secretary of War, within 24 hours. That can be 
accomplished and it can be accomplished without doing violence to 
the organizations of the railroads, leaving the owners in control of 
their own property. subject at all times to the direction of the Gov- 
ernment. And, so far as I am concerned (and I think the railroads 
generally would probably agree with that). the method of com- 
pensation which was established by Congress during the last war, 
the same method, might be applied again. I can not speak for other 
railroads, but to me that seemed generally a fair arrangement then. 
That could all be decided in advance, so that if the railroads were 
taken over at midnight to-night, everything could be adjusted in 
advance—and no additional legislation, I take it. would be neces- 
sary—and the Government would have complete control of the rail- 
roads, as a unit. 

I think that is enough for me to say now. I will be glad to answer 
any questions. 

Ir. McSwain. Mr. Willard, two different views have been ex- 
pressed here as to the reason why the railroads were taken over. One, 
that it was necessary, in order to bring about a combined, cooperative 
action in the public interest; and the other view was that it was 
necessary from a financial point of view; that the railroads had fallen 
down financially ; that they could not finance obligations, or refinance 
them without entering the money market in opposition to the Gov- 
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ernment and, for that reason. it was necessary. I wonder what is 
your view, of the reason why. 

Mr. WiLLaro. Well, I intended to explain that. but perhaps too 
briefly. Both of those statements are in a sense correct, although not 
wholly so. The question of financing did not arise until some months 
after Federal control. The more important thing was the ability of 
the railroads to pay their interest maturing from time to time. Even 
that become in jeopardy, because the expenses were constantly goin 
up and rates remaining fixed. Now, it did not apply to some or al 
of the railroads, but perhaps one concrete case will explain what I 
have in mind. The Baltimore & Ohio's main line comes through 
Pittsburgh and so does the Pennsylvania's. but those are the only two 
east and west lines that pass through Pittsburgh. Pittsburgh, of 
course, was a verv large manufacturing center before the war and 
was a large steel-producing section in our country. Before the war 
the railroads in and out of Pittsburgh were able to bring in the raw 
material and distribute what went out. generally w ithont congestion; 
but after the war began the situation changed. The Pittsburgh mills 
were all running to capacity and better and their shipments were all 
going out in one direction; they were hauled to the east, toward the 
battlefield, instead of going north, west. south, and in different direc- 
tions as it did before. So it came about that the Pennsvlvania and 
the Baltimore & Ohio had to bear the chief burden of moving the 
steel from Pittsburgh to the coast. 

Well, now, the Baltimore & Ohio also runs to Chicago. and i 
times past and at the present time we pick up a lot of “freight in 
Chicago, Cincinnati, Cleveland, and those western places, and that 
moves through Pittsburgh. But during the war. with the large 
volume of steel moy ing, We were not able to move anything else and 
so we were obliged to go out of business from Chicago and to devote 
our entire facilities east of Pittsburgh to handling the steel and the 
products necessary to win the war. “Of Course, that had a very seri- 
ous effect on our earnings; it put 300 miles of our line, in a way, out 
of business. No arrangement had been made to compensate us for 
that. Now, that was only one concrete case; there were dozens of 
others of the same kind. 

Now. no one questioned the necessity of the Balt'more & Ohio mov- 
Ing war materials, but in the doing of that it could not move some- 
thing else. That created and helped to create that financial condition 
so far as we were concerned. 

Then later on the railroads, of course, were called on. as they 
always were, even in times of peace. to spend five or six hundred 
millions a year for additions, new equ pinent, and things of that 
sort, and, when the Government itself was raising money in terms of 
billions, naturally they did not want a competitor in the field like 
the railroads bidding up the price of money. So it was thought 
better that the Government should take over the financing and cut 
out competition. That was in line with what vou have been told. 

Now, the other thing, I repeat, the congestion. the complaint that 
was made because of the movement, was not due so much to the 
inability of the railroads to handle business but to an utter lack of 
order and direction on the part of those who were asking to have 
this, that, and the other thing all moved in preference. The Gov- 
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ernment had never had a situation of that kind to deal with. The 
railroads could not deal with it; it was their function to do what the 
recognized agents of the Government asked them to do in the way of 
moving goods. They had no way of knowing what was going on, 
so they all moved the business in much confusion, because of the 
confusion which existed with the seaports all becoming congested. 
After the director general took over the railroads they stopped 
doing that. Committees Were created to direct and coordinate the 
rallroads, to find what business was needed to go on the ocean, what 
boats were available, and then to get the boats there to connect. The 
same railroads, without any additional facilities, were able to move 
all the business that was moved during Federal control, and they 
could have done it just as well before 1f they had not become con- 
gested by moving too much stuff. I think at one time there were 
15.000 carloads of piles standing on the Pennsylvania Railroad which 
had been ordered for Hog Island. They anticipated their require- 
ments; they were shipped promptly and then no use could be made 
of them for some weeks and months. Those were the things that 
upset the railroads. 

Now the railroads to-day, if we were to have a war to-morrow and 
we were to begin doing to-morrow what we were doing at the end 
of the last war, using the same agencies that were in effect then and 
are still in effect now, in a skeleton form, why all of those matters 
could be dealt with without any confusion at all. 

Mr. McSwarn. Mr. Willard, I wish to ask you, please, to discuss 
these two contraviews that have also been frequently expressed. In 
reference to the actual operation of the railroads themselves during 
the war period it has been claimed that the operation was not as 
successful as it should have been; first, because the railroads were 
taken out of the hands of their normal managers and placed into the 
hands of novices, as it were; in other words, that the practice or pro- 
cedure that prevailed in England did not prevail with reference to 
our system. On the very contrary, it has been said that the operation 
was not a success because they were left in the hands of the actual 
managers and that the actual managers did not wish nor desire that 
the operation should be successful. Now I am impressed by your 
great fairness and I know that your candid conclusions will be ex- 
pressed on those contrary views. 

Mr. WiLLaro. Well, you rather force me to go into a phase of 
the question that I had not intended to dwell upon, but I will answer 
vour question. In my opinion, first of all, it should be recalled that 
the railroads were the first industry in this country voluntarily to 
lay their properties into the lap of the Government when the war 
came. That is as good a demonstration as can be made of the attitude 
of the railway managers supported by their boards of directors. Of 
course, in all large questions of that kind, politics get in and when 
I say “politics,” I do not mean necessarily politics in the narrow 
sense. For men’s ideas about a whole lot of things we have no other 
word to use but “ politics ”—domestic politics, political politics, all 
kinds of politics. That got into it. i do want to say this, how- 
ever, and it should always be borne in mind and we should all be 
proud of it and it should be brought out: The way the industries of 
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all kinds responded to the demands of the Government is something 
of which we should eternally be proud, as we think of what happened 
in the last war. The railroads are no exception; I am not claiming 
they did more than others; they simply were the first to respond, but 
the others did respond promptly. After all, it is not a very hard 
thing to make war; it is one of the easiest things I ever took part 
in, to make war, and the reason is not because the problem is not 
large, but because there is such a unanimity of object. Everybody 
wanted to win the war and the only thing necessary was to say to 
somebody, “It is necessary to do this to win the war.” and, as a 
result, his plant and everything he had was serviceable. That was 
the state of mind that existed during the last war and I should hope 
alwavs would be present; otherwise, it would seem We ought not to 
get into war unless the people were earnestly in support of it. and 
they certainly were the last time. 

Now. vour question was about the operation of the railroads under 
Federal control. 

Mr. McSwain. Yes. 

Mr. Winrar». I do not believe it was charged; I have no right to 
believe and I do not think anybody else has any ground for believing 
that anybody connected with the railroads—the management, the 
owners—had any other desire during the entire period of the war 
but that everything should be used in such a way as would make the 
maximum contribution toward winning the war. Now, this thing is 
well to keep in mind: The criticism vou refer to did not apply during 
the war. The act of Congress under which the President took the 
railroads over applied to times of war, and one might have thought 
that when the war was over the roads should be given back, but they 
were not. They were retained under Federal control for more than 
a vear longer. and 1t was urged by the Director General that thev be 
retained five years more, Well, now, some people thought instead of 
running the railroads just for the purpose of winning ‘the war after 
they were under Federal control there was more than a skeleton 
thought in the minds of some that that was a nice time to make a 
large experiment in Government ownership at somebody else's ex- 
pense, and none can justify the Government’s keeping the railroads in 
the last instance. After the war was over they should have been 
returned back to their owners. I do justify it because of President 
Wilson's attitude, which I do not criticize at all. While I am and 
always have been a Republican, I stand second to none in my admira- 
tion of President Wilson. Now, President Wilson realized that our 
svstem of regulation had broken down before the war and it had 
been necessary for the Government to take the railroads over from 
that financial standpoint, and so he said in a message to Congress 
that while he would turn them back, he thought it w ‘ould be unfair 
to the owners to turn them back in those circumstances, and he would 
hold on to them and continue to operate them until Congress, by 
suitable legislation, should provide, if possible, so that contingency 
would not happen again. That is why he held on to them: but others 
wanted to hold on to them much longer. Now. when the idea got 
about. which a good many believed to be true, and I was one of those 
who believed it, that there was a desire on the part of some to make 
Government possession and control a permanent institution in this 
country, we did not like it. I did not like it; I do not like it now; 
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and I say it was absolutely unfair to take our properties to use at a 
time of war and then to keep them for an experiment in economics. 
Now. that created bitterness; but, so far as I know, there was nothing 
ever done anywhere to interfere with the proper handling of the 
railroads. 

Of course, the director general did institute a number of innova- 
tions: he divided the railroads up into sections and groups such as 
they had never been in before. The Baltimore & Ohio system, which 
had been operated as one system under my direct management, was 
made part of five different regions and under the responsibility of 
five different managements. They were not operating uniformly. 
That happened with other railroads. It was thought. for some rea- 
son, I do not know why, that should be done. I protested mildly, but 
finally I was forced to say, “ Well, if that is necessary to win the 
war, all right; whatever is necessary to win the war, we will go along 
with it.” But it had not been necessary before in times of peace. 

Now you have gotten into a very delicate situation there, Congress- 
man, and lots of things were said during the war that 1t would be 
better to forget now. 

Mr. McSwain. Well, vou are frank. 

Mr. WiLLarb. I am criticizing nobody now. 

Mr. McSwain. You are frank; that is why I wanted to get your 
opinion. Just one more question: Do you believe, therefore, it would 
have been better for the railroads nd consequently, also better for 
the Treasury of the United States, 1f the railroads had been returned 
to their proper ownership and operation, say, on January 1, 1919? 

Mr. WiLLarp. Well, if Congress in the meantime had provided 
suitable legislation; but President Wilson was quite right when he 
said that if you turned them back, with our theory of regulation as 
it then stood on the statute books: it would be unfair. I was not in 
favor of that for that reason. There had to be some change; it had 
failed, and Congress, responsive to the President's suggestion, passed 
the transportation act. 

Mr. Haptey. But you do think, Mr. Willard, I infer from your 
statement, that Congress ought to have acted promptly on the con- 
clusion of the war and passed legislation that would have enabled 
the roads to pass back under equitable conditions into private con- 
trol ? 

Mr. WiLLarD. Yes. I think no one would claim that Congress 
would have any right to-day to take over the railroads except in 
case of war. That authority was on the statute books; I do not 
know whether it is there now or not. No one would object to its 
being there; everybody would be willing in time of war, I am 
sure, that the Government should have anything we had if it was 
necessary to defend our country; but after the war was over we 
saw no reason for the Government still retaining our properties. 

Mr. Haptey. Now, going back to the early part of your state- 
ment, you began with the premise that, as the chairman of the ad- 
visory commission and I believe chairman of the War Industries 
Board 

Mr. WiLLarb. For a short time. 


Mr. HapLey. You were confronted with various restrictions? 
Mr. WILLARD. Yes. 


178 WAR POLICIES COMMISSION 


Mr. Haptey. Under which von chafed and were unable to pro- 
ceed efficiently; and finally, I ‘understood you to say. you resigned, 
largely on that account ? 

Mr. WiLLarb. Yes. I did not feel I could be efficient under those 
circumstances, 

Mr. HabLeyY. Now, I would like you to state. if vou will. the 
general nature of those restraints, the character of those restrictions, 
under which vou were not able to operate efficiently. 

Mr. WiLLarb. Well. they had to do chiefly with procurement, and 
at that time, as I recall—and that is 15 vears ago—the Army and 
Navy appropriations were in very specific detail. Sums of money 
were appropriated for specific purposes and for no other purpose, 
and it was made the specific fine of certain officers of the Gov- 
ernment to see to the expenditure of those moneys. Well. now. 
that was considerably divided: it was much more divided than 
what I have said might seem to indicate: so that it was quite 
impossible, from a procurement standpoint, and that was largely 
what the War Industries Board was for. to procure the manufac- 
ture of the products and get them where they were wanted when 
thev were wanted: we found it was quite impossible for the War 
Industries Board to be effective when the final determination rested. 
we will say, with the Secretary of the Navy. I remember many 
conferences I had with Secretary Daniels; and no controversy, no 
criticism at all, but his course was laid out by definite enactments 
and he had to follow them. and he could not shift his responsibility 
to me or to anybody else. Later on. by the Overman Act, the Presi- 
dent was authorized to shift those responsibilities: instead of hold- 
ing the Secretary of the Navy responsible or the Secretary of War, 
he could transfer that power. if he wanted to, to the “chairman 
of the War Industries Board, which he did; and then it simplified 
the whole matter. 

Mr. Haptey. If you had had the sole power to rectify the situation 
as you saw it and thought it needed rectification while you were 
working under the restrictions referred to. would vou have adopted 
just the method expressed in the Overman Act. or would you have 
supplemented it ? 

Mr. WiLLarp. I do not think I could answer that. We were all 
working up against the wall all the time: we were alf doing things 
we had never been called on to do before and we were adjusting our- 
selves from day to dav, but the Overman Act made it possible to do 
things I could not do. 

Mr. Haney. The only reason I asked the question was to get, 
in the light of vour own experience, your judgment of what was 
best to do in a situation such as that. 

Mr. Witiarp. I think the situation was working pretty well at the 
end of the war. 

Mr. Haptey. Under the Overman Act? 

Mr. Witnarp. Yes. I think it was working all right. I think 
now what you should try to do is to so arrange that in a new war 
we would not lose a year’s time in getting into motion; that we 
should get to working as well the first ‘day as thev were working the 
last day. 

Mr. Hapiey. Directing vour attention to another phase of your 
testimony—that is, vour ‘comment on the testimony of Mr. Baruch— 
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I understood you to say at present vou were not prepared to express 
definite approval of that program, but you thought it was a matter 
worthy of the most careful and thoughtful consideration on the part 
of those dealing with the subject ? 

Mr. WiLLarD. Yes. 

Mr. Habtey. I would like, if vou care to do so, to have you state 
to the commission what the state of your mind is on the subject 
which precludes approval of the system. In other words, while I 
understand vou have not reached a definite conclusion about it, I 
assume, neither has the commission; it is before it for consideration 
along with other things to be solved. Now, if you could state to the 
commission how vour mind is running on this subject, in connection 
with that program, it might be helpful to us in our working out a 
solution. 

Mr. WiLLarb. I should say the answer would be this: I am prob- 
ably unconsciously prejudiced by my lifetime views against price 
fixing in times of peace. Ever since at least the time of Diocletian, 
so far as history tells us, the effort to fix prices has not been of very 
much success in times of peace. I am prejudiced against the idea 
of fixing prices in times of peace. Now it may be it would work 
differently in time of war. Mr. Baruch thinks it would; Mr. Baker 
says it is necessary. They only differ, as I take it, in the procedure. 
One would do it all at once and have it done with, then make cor- 
rections later on as circumstances would seem to suggest. The other 
would wait and fix prices from time to time as circumstances sug- 
gest. Well, either way would work, I suppose; I do not know which 
is the best way. If the plan as suggested by Mr. Baruch, which cer- 
tainly is unique—if it simply would work, I should say that would 
be a good plan; I should say I would be for it. But before I would 
definitely want to express myself in favor of it I would want to 
study it a little more; I would want to get the opinions of men who 
know more about it than I think I know, because I do not think I 
know very much about it. 

Mr. HabueY. Do you at this time. in the light of such knowledge 
as you have on that subject, see difficulties in the way of the appli- 
cation of the program? 

Mr. WiLLarb. I am afraid there would be. 

Mr. Habuey. If so, what particular difficulties? First, are there 
difficulties; and then the question will come whether they can be 
overcome; if so, how? 

Mr. WiLLarp. Yes. 

Mr. Haptey. Now what difficulties do you first see in the approach 
to this subject ? 

Mr. WiLLarpD. Well, as I have already said, that system was ap- 
plied to the railroads and did work all right. The railroads’ prices 
were frozen; that is to say, their profits were frozen. They took 
three years, and that is all they had as long as Federal control lasted. 
That worked all right. But when you take all of the industries and 
all the commodities, all the things that we use and the different cir- 
cumstances under which they are used and produced, it seems to me 
it is going to be extremely difficult to find what a fair price would 
be. Maybe it would not; I do not know; I have not studied that 
enough to say. I do not condemn Mr. Baruch’s suggestion; I would 
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simply want to study it a httle more before accepting it. If it would 
work, there is much in favor of it. 

Mr. Haner. You spoke of the English system with respect to 
the control of the railroads. Would you amplify that a little. It 
was merely incidentally referred to. 

Mr. WILLARD. Yes. 

Mr. Haptey. How did they handle the matter during the war? 

Mr. Witiarp. Well, I would suggest the commission get a small 
book, and I will arrange to have it left with you, written by Protessor 
Dickson, of Princeton Unive rsity, in which he goes into the whole 
detail of the development of their system and compares it with ours 
I think that would be illuminating. But, briefly, as far back as 1841, 
I think, they first began to consider how to coordinate railroads and 
the Government in case of war and, from time to time, the matter 
was brought up to date. But it is sufficient to say, perhaps, that 
previous to the breaking out of the Great War they had decided upon 
a very definite program where, from a group of men, the general 
managers of a number, not all, but the principal railroads in Eng- 
land, “they selected a number to serve as an executive committee. 
The president of the board of trade, as I recall. served on the same 
committee. He would be somewhat. analogons to our Secretary of 
Commerce, I suppose. And other Government officers served. a rep- 
resentative of the army and of the navy. and so forth, and they. in 
conference at different times. had developed plans of how, by inte- 
grating themselves, they could move the maximum number of forces 
through any given point to any given point, the war department 
presenting problems for them to work out, and I think they had 
given it a great deal of study. 

Now, not only had they set up this machinery. but they had clearly 
discussed how they would proceed to make it effective in time of 
war, because thev knew, they saw what we did not see until we got 
into it, that it might be necessary to throw all domestic business ‘otf 
from some lines and to use them only for war purposes, and the 
Government wished to have the right to use the roads in any way it 
wanted to; and, of course, it had to purchase the right, inasmuch as 
they were ‘private property. So it agreed that. the railroads should 
handle all of the business for the Government free, as and when and 
how the Government wanted it handled as expressed through its 
designated representatives, which was the head of the war depart- 
ment, and then, as compensation to the carriers, they would pay 
them roundly, each year, the same net income that they received the 
previous year. They froze the profits there, we will say. and it 
worked very well, and they expressed themselves as being in favor of 
not disrupting the local organizations, leaving the officers familiar 
with the property in charge of its operations but responsible at all 
times to this executive group under one chairman, who spoke for the 
Government, and whatever he asked was done in preference to any 
and everything else. And it went through four years in a satisfactory 
manner. 

Mr. HapLey. Of course the corner stone of our inquiry here re- 
lates to the question of taking profits out of war. 

Mr. WiLLarD. Yes. 

Mr. Hauey. You stated that you are familiar with the resolution ? 

Mr. WiLLaro. Yes. 
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Mr. Haptey. And all these matters, in a measure, lie at the basis 
of that subject ? 

Mr. WiLLarb. Well, I am thoroughly sympathetic with that. 

Mr. Haptey. Now, have you any information that would be help- 
ful to the commission on the relation of profiteering in this country 
to that in other countries—the Allies, or even in Germany? Were 
they troubled with the question to the extent that our people have 
been ? 

Mr. WiLLarp. I can not answer that, Congressman, in terms that 
would be worth while. 1 do not know enough about it. 

Mr. Haptey. Well, I will not press it at all. It would be inter- 
esting to know if it were so; if they were not, to know in what way 
they were able to prevent it, whether they took measures in advance ? 

Mr. WiLLarb. I could not go into that. I have impressions, but 
they would not be worth while. 

Mr. HabLey. That is all. | 

Mr. CoLLins. Mr. Willard, from your testimony, in stating you 
are in sympathy with the English plan that was adopted, rather 
than the plan adopted in this country, I take it that merely means 
you are opposed to the unified management as it was adopted in this 
country ? š 

Mr. WiLLarb. Oh, no; I am in favor of the unified management. 
It is necessary. 

Mr. Cotiins. But you want that unified management to be made 
up of the officials of the roads that are being operated ¢ 

Mr. Wlar. Yes; and a little more than that. This committee in 
England was made up of a group of men, the general managers of the 
more important properties. They constituted 

Mr. Coturns. That is what I understood, that in England the board 
was made up of the managers of the principal lines. 

Mr. WiLLarbD. Yes. 

Mr. CoLLINS. Operating in that country ? 

Mr. WILLARD. Yes. 

Mr. CoLLins. And that board was charged with the management 
of the railroads? 

Mr. WILLARD. Yes. 

Mr. CoLuins. Then the reason they were charged with the manage- 
ment of the railroads was because it was assumed they knew more 
about the operations of the properties than some outsider who could 
be selected who would have to be brought in and have to learn the 
things that these men had already learned ? 

Mr. WiLLarp. Yes. If I may interject there, Congressman 

Mr. CoLLins. Let me finish. That, in the main, is what you would 


propose ? 
r. WinLarD. Well, your premises are not quite right, as I see 
them. That is why I must correct it a little. That committee made 


up of managers was constituted of men who were equivalent of the 
railroad presidents in this country. 

Mr. CouLins. That is what I thought. 

Mr. WiLLarD. They were analogous. They were retained in the 
control of the operation of their properties, while the railroad presi- 
dents in this country, many of them, were separated from their 
properties; they had nothing to do with the management of their 
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popar I was told I was not wanted; other men, Mr. Rea, of the 
ennsylvania, was not wanted. It was thought the presidents of the 
railroads could not be loval and patriotic and at the same time left 
in command of their own properties; that they would cheat the 
Government, I suppose, or something of that sort; I do not know. 
But they were not wanted. In England it was thought the men who 
were responsible for the properties would perhaps be desirable as 
members of this committee. Then they did not undertake—it may 
seem fine, but there is a great distinction; you speak of their manag- 
ing the railroads; they were managed as a group; they managed the 
railroads so far as necessary to meet the Government's requirements; 
but, other than that, each man was still responsible for the local 
running of his own railroad, you see. 

Mr. CoLLrxs. I understand. 

Mr. WiLLarbo. Now, it was quite different here; quite different. 

Mr. CoLLIxs. I think you really misunderstand the purpose of my 
question. 

Mr. WinLarp. Perhaps 1 did. 

Mr. CoLLixs. In England then there were certain problems that 
came up for consideration that this board of managers had to solve? 

Mr. WiuLarp. Yes. : 

Mr. Coutins. Unless it was a problem of that particular nature, 
then the man was left at the head of the railroad in that system ? 

Mr. WiLLarp. That is right. 

Mr. CoLLIxs. And it was thought there, and you think experience 
has justified it, that 1t was best to leave the management of the rail- 
roads in the hands of the then existing management 

Mr. Wituarp. Yes. If the stockholders were willing to trust him, 
then they thought the Government should. 

Mr. CoLLixs (continuing). Rather than bringing in some outsider 
who knows very little, if anything, about railroads and putting him 
in charge of the operation and management of all of them? 

Mr. Wiuiarp. Yes. Well, let me ‘be specific again: During the 
war, groups were made up; one group here in the East included a 
part of the Baltimore & Ohio and a part of the Pennsylvania and 
some other systems, and the president from one of the western rail- 
roads, a good man, one of the best men in the country, no criticism 
of him, was taken off his own railroad and dropped down here to 
run our group of railroads, and the selection was all right. But, 
after all, it did get away from that community of management, that 
relationship, which had existed before. I think it was a mistake; 
I think they not only did not gain anything by it, but I think they 
lost something by it. I was vain enough to think I could run the 
Baltimore & Shio as well as somebody out West. I had been with it 
for 20 years; had built it up. But that was not thought to be a 
good thing. 

Mr. CoLLixs. Now, what do you think about the idea of doing 
what we did in this country during the war, having a single manag- 
ing head—say, some lawyer or some politician from out West or 
down South or East or somewhere else and putting him in charge 
of the operation of the railroad and then putting in your office and 
in the offices of other presidents of railroads somebody to rather chap- 
eron you or to look after you, so that they can tell you about your 
mistakes and tell you wherein you were wrong, and so on? 
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Mr. WiLarp. Candidly, Congressman, I do not think that is the 
way to win a war. What I have in mind is this: Mr. Hurley is a 
civilian; he is not a military man; yes, I believe in his case he is; 
but ordinarily the Secretary of War is not a military man. The 
theory is he is a civilian. Mr. Secretary Hurley, either himself or 
through some designated subordinate or assistant, would be at the 
head of this group for the purpose of letting us know what the 
Government wanted. I take it all the Government in England 
wanted was to have the railroads perform the transportation service 
necessary to win the war. They had no experiment that they cared 
to carry on incidentally in the way of developing Government own- 
ership. That was out of the picture. Now, the Secretary of War 
will tell the group of responsible railroad officers what he wants them 
to do, and they will do 1t; they do not have to go and change their 
ee 

Mr. CoLLINs. Suppose we took a boy from down in my district 
from off of the farm, and gave him three months’ service in the Army 
as a private, and then we sent him down with the A. & T. or the 
V. F. & P. and let him look over the properties there for a few 
months—six months, to be exact; then put him back in the Army 
for nine months, and then we had a war and we put him in your 
office to look after you and chaperon you; do you think that would 
help you very much? If you think that is a foolish experiment, I 
would like you to say so. | 

Mr. WrLLarp. Yes; I would. Carrying out what I think is in your 
mind 

Mr. CoLLrixs. I have just told you the facts. You think that would 
be a foolish experiment ? 

Mr. WiLLarD. Well, I would not like to say anything is foolish 
that somebody else did. That is not the way 1 would do if 1 were 
doing it. 

Mr. CoLLixs. I see. You would rather not use that language? 

Mr. WiLLarD. Yes; I would rather not. 

Mr. CoLLixs. Well, suppose we would have frozen the prices of the 
1ailroads, I mean the charges of the railroads, at the outbreak of the 
war; what would have happened ? | 

Mr. WiLLarb. Why, the same thing would happen that did happen. 
The Government had agreed to pay a certain amount for the rail- 
roads, and they did freeze the charges, and they did not earn what 
the Government had agreed to pay, and the Government had to 
appropriate a great many millions of dollars to pay for it. You can 
not get something for nothing; if you do not pay for it one way, you 
have to pay for it in another way. The people did not pay for trans- 
portation In the way of rates during Federal control, so they paid in 
taxes. That is the only difference. —. 

Mr. CoLLrxs. Now, let us go a little further with that. The rail- 
road properties are in reality owned by certain stockholders, and 
when you freeze or fix the prices that the railroads are to charge for 
the carrying of freight and passengers, what is going to be the effect 
upon the stockholders of those corporations if they fail to make a 
return on the stock that is held by them ? 

Mr. WiLLarb. Well, in the circumstances I have described the 
stockholders were not affected, because the Government has entered 
into a contract with them. | 
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Mr. CoLLixs. I am not talking about the circumstances you de- 
scribed; I am talking about what would happen if prices were frozen 
and the railroads failed to make a return on their operation. 

Mr. WinLar. If your question is this, What would happen to the 
railroads if their costs went up and they could not raise their rates ? 
Why in time they would be busted. That would be, of course, the 
only end. Of course, in thinking of the railroads, you can not think 
of them in that way, you know. 

Mr. Cotiins. Let me go just a little further. Assume that a rail- 
road was making a return, say, of 6 per cent at the outbreak of the 
war and prices were frozen—that means that freight rates were fixed 
and passenger rates were fixed—and there were other railroads that 
were not making any return whatever; what would be the effect 
under those circumstances ¢ 

Mr. WiLLarb. To leave each one of them where he was? 

Mr. CoLLixs. Yes. 

Mr. WiuLLarb. That is what happened when the Government agreed 
to take us over and pay each one of us just what we had been 
getting in the past. 

Mr. CorLrixs. Let us take some concern rather than the railroads, 
Suppose it was a manufacturing concern and prices were frozen or 
fixed, and one manufacturer was making, we will say, 6 per cent and 
another one was barely able to exist. The one that was barely able 
to exist would merely go out of business, would he not ? 

Mr. WiLLaro,. Well, if he had been existing 

Mr. CoLLrxs. If his prices were frozen or fixed, or whatever you 
may want to call it, would not the one that was barely breaking even 
or losing money go out of business ? | 

Mr. WinLaro. If he were losing money, he would go out of busi- 
ness; 1f he were barely breaking even, I assume he would continue on 
that same basis. 

Mr. Cotuins. But under such circumstances as that, the one who 
was barely breaking even would figure, probably, in the ordinary 
course of affairs, that conditions would pick up? 

Mr. WiLLarb. Yes. 

Mr. Cotuins. So that he is carrying on merely in the hope of better 
times ¢ 

Mr. Witiarp. Yes. 

Mr. CoLLiNs. And if prices were fixed he would know there were 
no better times in prospect ? 

Mr. WiLLarb. That is what happened to the B. £ O. We had to 
discontinue our dividend while the Government had us. At the 
same time the railroad condition is just a little different, Congress- 
man, and you must remember this: There were so many of them and 
they had to take the business all away from some. That is not true in 
private industry. 

Mr. CoLLins. I realize that. Now, let us just consider the question 
of leaving the management of the railroads as England did. What 
would be the situation with the use of cars, for instance ? 

Mr. WiLLarp. Just as it would be here to-day. Under the laws 
we have now the cars of the American railroads, in essence, form a 
pool, and the Interstate Commerce Commission has authority to tell 
any railroad where to send its cars and engines, away from home, 1f 
they are needed somewhere else. 
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Mr. CoLuins. What about the joint use of terminals? 

Mr. WiLLarp. Of course. the railroads are still private property 
and to-day we exist under private ownership, but in time of war the 
American railroads would all be unified and all terminals would be 
used to carry on the business of the Government and any terminal 
would be used that was most convenient. 

Mr. Corns. But it would be used after an agreement between the 
operating heads of the railroads affected as to prices? 

Mr. WiLLarp. Oh, no; that would not enter into it at all neces- 
sarily. The Government had agreed to pay each road the same 
amount that it earned, and if it wanted to use its terminal or put 
somebody else in it, all that went on without any consideration. 

Mr. Cotirys. That was the case in England? 

Mr. WILLARD. Yes. 

Mr. CoLLinNs. You said something about some restrictions. 

Mr. WiLLarp. Congressman, this thought occurs to me: It is really 
a matter of no particular importance, but it might be what you had 
in mind. They had this arrangement in England, that the Govern- 
ment would pay the road at least what it earned in the year previous. 
If it did not earn that much, it would make it up; but ae in the 
use of the terminals—I am not sure as to this—they kept up their 
ARE at ql charges in order to determine whether they did earn it 
or not; then if they did not earn it thev made it up. But it was as 
broad as it was long, really. 

Mr. Corkins. What would you think generally of the idea of pro- 
viding that a concern shall make no profits in war? What effect is 
it going to have upon money and business? 

Mr. WiLLarp. If it could be done, if it could be arranged so that 
no firm or no man would make any more profit during the war than 
he made by his own efforts and under a system open to all before the 
war. I should certainly be in favor of it. 

pad CoLLins. And that would be as far as you would be willing 
to wo 

Mr. WiLLarbD. Well, I have not thought of going any further. I 
do not know why I should go further than that, but I am certainly 
in favor of taking the profits out of war. 

Mr. CoLLins. Well, the idea of providing that no profits whatever 
shall be made in a war—what is your idea about that? 

Mr. Witiarp. Well, that is the same thing stated differently, as I 
vather it. 

Mr. Colins. No. My question is merely this: Do you think it is 
possible to draft legislation so that it will be impossible for a person 
to make any profit at all during a war? 

Mr. WriLLarD. Well, I do not know, and I do not understand that 
is what Mr. Baruch has in mind. 

Mr. CoLLins. Well, I know that is not what Mr. Baruch has in 
mind, but some of the representatives of the Legion have it in mind— 
to take all of the profits out of war. | 

Mr. WiLLaro. Well, I am opposed to that. 

Mr. CoLLins. You are opposed to that? 

Mr. WiLLarD. Yes; Iam not in politics and can be very definite 
about some things. I do not think it is right to take a man’s prop- 
erty and use it for any purpose for the good of all of us and not let 
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him make a reasonable profit. That, I think, he is entitled to in 
war, peace, or any other time. 

Mr. Couns. What do vou think of the idea of training Army 
officers so that they will know how to manage and operate the rail- 
roads during war! 

Mr. WiLLarb. Oh, well, I do not know. Of course, that is a rather 
indefinite question, I think it is a good thing for Army officers to 
know something about the philosophy of railroading. 

Mr. COLLINS. "Surely; : we all agree on that. 

Mr. Willard. But I do not see any reason why an Army officer 
should be taught how to run a railroad. I should think he had job 
enough if he were a good Army officer; but let him know all he can 
about the fundamentals of railroading: ves. That might be very 
helpful. 

Mr. CoLLrxs. So, generally speaking. vou think the civilians of 
the country can be trusted to operate their fields. factories, mines, 
and transportation companies along patriotic lines ¢ 

Mr. WILLARD. Yes. 

Mr. CoLLixs. Without the chaperonage of some outsider ? 

Mr. WinLarpD. Yes: I think that. I want to say this—it is not 
responsive to your question, but, Mr. Chairman. I think it applies 
here, and this is said with no disparagement of the men in the Army. 
the War Department, or anywhere; but my experience convinces me 
in times of war, and that is one of the strengths of our democracy— 
that in time of war in this country. other than what might be a do- 
mestic war, that we won't think of, but in time of war we can have. 
with all of the people vou have to do our business, the very best 
brains there are in this country. like the men who have made the big 
steel works, the Schwabs, Garys, Swifts. Rosenwalds: the men who 
have been outstanding men in industry are available for anything 
you want them to do in time of war. Now. why should you want 
to circumscribe the War Department and shut out those men in time 
of war, when probably the men who are elected in times of peace are 
ieee bas to do everything that is necessary in time of war; and why 

10uld not they bring in those men; why should. not the ‘Secretary 
of War have the special assistance in time of war of the men who are 
outstanding in manufacturing of different kinds—Walter Chrvsler, 
Schwab? Why not bring them in? They were brought in after a 
while; they were not at first, hecause public opinion did not look with 
favor on it: but after a while they all came in. and they are all avail- 
able. I think your suggestion is the wrong wav: instead of trying 
to educate our Army ‘officers to run these industries, I think’ vou 
should take those men when you want them and bring them in. You 
do not have to pay for them. They are an asset of our democracy, 
and you can use them all, and you need them all. and they are in such 
circumstances that they will respond. and I submit the people in this 
country are patriotic. No one could have been here in Washington 
and seen what I saw in 1917 without having great confidence in the 
strength of our institutions and the men that develop under them. 

Mr. Conniss. What do vou think of the idea of devoting more 
of our time to finding some way to avert war. than to considering 
war problems? 

Mr. WrriLarm. Well. of course. I am in favor of doing everything 
that can be done to avert war. I certainly am in favor of that. 
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On the other hand, I am one of those who feel that one of the best 
ways to avert war is to be well prepared, within moderation, to make 
war if you have to. I agree thoroughly with Mr. Baruch, if we 
could set up an agency which we could use, but which we hope we 
would never have to use, and use it promptly and efficiently the day 
the war began, I think that would help us to make peace and to 
keep peace. 

Mr. Coris. It has been proposed by one gentleman who testi- 
fied here and who was a naval officer that we should have a ref- 
erendum. 

Mr. WinLarpD. On war? 

Mr. CoLLixs. On war, except in cases of Invasion. 

Mr. WiLLaro. Well. I am opposed to that. 

Mr. Coins. Why? 

Mr. WiLLaro. We have to trust our Government to do some things. 
Tf you make war, you have to make war now; not next week, or next 
month some time. I am not in favor of a town meeting to say 
whether we shall have war or not. It would all be over before we 
got into it, I should think. 

Mr. CoLLixs. You realize. under the treaties we have signed with 
all worth-while nations of the earth, we can not engage in war for * 
a year? 

Mr. WiLLarb. Oh, surely. but the other fellow can not, either. 

Mr. CoLLIiNs. So that we won't lose any time by having an election. 

Mr. WiLLarb. Well, if the other fellow would hold an election, 
too, or do something. [Laughter.] 

Mr. CouLrys. Well, under the terms of the treaty he has made 
with us, he can not go to war for a year. 

Mr. WiLLarp. Well, I do not want war, and if you can do any- 
thing to prevent war that is reasonable, I would be in favor of its 
being done. 

Mr. CoLLins. But you do not want to have to hold another election? 

Mr. WiLarp. Oh, no; not unless the other fellow will, too. 
[ Laughter. ] 

Secretary HurLeY. Mr. Willard, when you first organized the 
War Industries Board, did you find your authority limited in setting 
up the organization and controlling the industry of the Nation at 
that time? 

Mr. WiLLaxp. Well, as a matter of fact, Mr. Secretary, we did not 
have any authority at all—not any at all. The legislation which 
created the Council of National Defense and the Advisory Commis- 
sion very definitely restricted them. All the Advisory Commission 
could do was to advise. Now, the War Industries Board grew out 
of the recommendation of the Advisory Commission and we had no 
authority to confer on them and neither could the President, and 
whatever we did was done by voluntary cooperation. Men came in 
and if we would only tell them how they could be helpful, they 
were only too anxious to do it. Mr. Peek—I saw him here this morn- 
ing—I remember distinctly he came to my office when I was chair- 
man of the War Industries Board, a great manufacturer who wanted 
to be helpful, and he sat around for two or three weeks and I could 
not give him anything to do, because there was not anything to give 
him. But he wanted to help. They were all that way. 


188 WAR POLICIES COMMISSION 


Secretary HurLey. Then, Mr. Willard. the powers under which 
the War Industries Board became a successful institution were the 
powers granted by Congress in the Overman and other acts? 

Mr. WinLaro. Yes: that is right. 

Secretary HurLeyY. In other words, the implied powers of the 
Commander in Chief of the armed forces under the Constitution 
were not sufficient to set up the organization that Mr. Baruch con- 
trolled at the end of the war? 

Mr. WinLarp. No: not with the restrictions which had been placed 
upon him in peace time. They had to be removed in war times, and 
the Overman Act did that. 

Secretary HurLey. In regard to the industrial service of the 
Army. to which Congressman Collins has alluded, you are aware, 
of course, that a plan “for industrial mobilization is necessary under 


the national defense act ? 

Mr. Witnarp. Yes. 

Secretary Herrey. And that approximately 14.000 industrialists 
throughout the Nation have taken reserve officers’ commissions, and 
that some of these, in conjunction with officers of the Army charged 
with that responsibility. have developed an industrial mobilization 
plan in the War Department ? 

Mr. WinLaro. In a general way I understand that to be true. 

Secretary HURLEY. The referenc e to the knowledge of an Army 
officer in regard to the economics of war and peace time industries, 
the opinions expressed here seems to me to indicate that the opinion 
prevails that such knowledge is unnecessary. What is your opinion 
on that. sir? 

Mr. WinLaro. Ob, 1 think it is certainly desirable. to the extent 
that it does not interfere with his more important use of his time. 

Secretary HurLey. In other words, in vour experience have vou 
found that intelligence on the part of an Army officer on the eco- 
nomics of war, in addition to his knowledge of his professional duties 
as a soldier, has been a handicap to him ¢ 

Mr. WinLarp. Well. 1 do not know whether I can apply it to the, 
officer, because my acquaintance is not sufherent: but I have found 
in every other branch where I do know anything about it that 
knowledge of that kind would be helpful rather than harmful. I 
suppose it would be true of them. 

Secretarv Herrey. You, then. do not see any great objection to 
the plan of having officers of the United States “Army and Navy 
understand the economic problems that would confront the Nation 
in time of emergency ? 

Mr. Wizard. No. I think it is well thev should understand it: 
because, as has been pointed out, wars are no more just conflicts 
between armies. The Army is just the cutting edge; the effort goes 
back. It is the economic effort, largely. back ‘of the armies, 

Secretary HurLeY. Questions have Deen asked during the course 
of these hearings as to the effect of the militarization “of business. 
Do vou. Mr. W illard. with vour experience on this subject. know 
of any man now or heretofore charged with the responsibility of 
industrial mobilization who desired the militarization of industry ? 

Mr. WiLLarp. I do not know of anybody who desires it. 
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Secretary Hury. Is it not a fact that anyone who understands 
the problem is opposed to any attempt to milttarize industry, either 
in peace or in war? E 

Mr. WinLarn. I should think he would be, because I do not think 
it is necessary to win wars. 

Mr. CoLrins. Well, I do not know what the purpose of the War 
Department is in commissioning the 14,000 industrialists; I do not 
know whether that is for the purpose of militarizing industry or not. 

Mr. Witiarp. I should think it would be industrializing the War 
Department, rather, which is not a bad thing in time of war. 

Mr. CoLLixs. But do you think anything would be added to you 
as an official of the Baltimore & Ohio Railroad by making you a 
second lieutenant or a first lieutenant ? 

Mr. WiLLaxp. Oh. no: of course I do not think anything of that 
kind. and that was not the thought I was entertaining when I 
listened to the Secretary. I was thinking of what happened in 
Washington. 

Mr. Cotttns. It seems to me that the very commissioning of 14,000 
industrialists and giving a stripe to them, or any military title, is a 
step toward the militarization of industry. 

Mr. WinLarp. Well. I had not thought of it in that light. 

Secretary HurLey. Let me ask one other question: In order to 
save for the Republic the lessons of the last war it is quite neces- 
sary for some one to know what was learned during that emergency? 

Mr. WiLLarp. I think so. 

Secretary HurLeY. And if selected industrialists of the Nation 
agree to study and to revise, annually, the lessons of that war to 
conform to the present industrial conditions of the Nation, you can 
not sec anything that would be harmful in that plan? 

Mr. WiLLarp. No; I can not. 

Secretary HurLeY. Would such a knowledge and such a study 
and revision be helpful in case of another emergency ? 

Mr. WiLiarp. I should think so. 

Secretary HURLEY. As a matter of fact, the whole plan is in- 
tended to create intelligence on the economics of war and to per- 
petuate it in such a way as to make it available to those who may 
be confronted with a future emergency. 

Mr. WiLLarp. I should think so. 

Secretary HurLeY. Do you see anything in that plan that would 
tend in any way to militarize industry ? 

Mr. WiLLarb. No; I do not see it. 

Secretary HurLeyY. On behalf of the commission, Mr. Willard, I 
want to thank you very much for the splendid service you have 
rendered us.in the matter we have under consideration. 

Mr. WiLLarb. Thank you very much for the compliment in in- 
viting me. 
_ Mr. McSwain. Mr. Chairman, before Mr. Willard is out of hear- 
ing, as he has impressed me with his great fairness, might I suggest 
to him that if after thinking over this he thinks of additional mat- 
ters or additional conclusions, if he has conclusions, on the statement 
of Mr. Baruch, we would be glad to have him file a brief ? 
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Secretary HurLeY. We would be very glad if you would do that, 
Mr. Willard. 

Mr. WriLLarb. Thank you for the privilege. 

Secretary Hurry. The next witness will be Mr. Richard H. 
Aishton, president of the American Railway Association since 1920, 
and who was director of the western division of railways under the 
United States Government from January, 1918, to February, 1920. 


STATEMENT OF RICHARD H. AISHTON, PRESIDENT AMERICAN 
RAILWAY ASSOCIATION 


Mr. Aisuyton. Gentlemen of the commission, I have seen the call 
for this commission and the purposes of the commission. I do not 
know that I can shed any very great light on these weighty problems 
that are confronting you; but I have full knowledge of what has 
been going on since the war on the part of the railroads, in coopera- 
tion with the War Department, in order that we might be spared 
from the experiences we all went through during the last war, with 
some suggestions that might be of benefit if we were ever confronted 
with an emergency again. 

Late in 1923, after the turmoil of the war period had settled down 
and we got time to think about some of these things, the then Secre- 
tary of War, the Hon. John W. Weeks, and the Assistant Secretary of 
War, Hon. Dwight F. Davis, suggested to railway executives the 
advisability of developing from the experiences of the World War. 
while yet fresh in mind, and in the hght of what they had gone 
through and what they had learned, and all that kind of thing, to 
have some definite plan, not only to be made effective if a war broke 
out but to have some form of a skeleton organization organized dur- 
ing peace times that could instantaneously and without delay function 
in case of emergency or a war of any kind necessitating a change in 
the operation of the railways. 

There were numerous conferences, and they finally resulted, in 
1925. in March, in a plan being developed that seemed to meet the 
views of the War Department and the ofticers delegated to consider 
this matter. It was submitted to a meeting of the railways in 
Chicago in April, 1925, and was unanimously concurred in by the 
railroads who were members of the Association of Railway Execu- 
tives, and that embraced all of the railroads except the short lines— 
all class 1 railroads—and that plan at the present time seems to 
represent the views of the railroads. 

A good deal has been said this morning regarding Mr. Baruch’s 
statement and the theories and principles he has advanced to your 
commission, There is just one underlying thought in Mr. Baruch’s 
statement that he very tersely and vividly expressed at one of these 
hearings, and it was this: “ Let. the management run the plan and 
you (the Government) run the management.” And back in 1923, 
when we were considering this question with the view of developing 
a plan, that was the underlying thought of the railways. Mr. 
Willard has expressed it in his statement this morning. 

I do not want to take your time by reading the plan; it involves 
going into a lot of details. 1 will, if you are interested in the matter, 
leave a copy of this statement with you, which carries the plan in 
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detail and I will just refer briefly to some of the principles involved 
in it. 

In the first place, this is a plan for the mobilization and coordina- 
tion of the systems of transportation in case the President, in time 
of war, exercises the powers conferred upon him by the Army appro- 
priation act of August 29, 1916. Of course, that 1s existing legisla- 
tion; I do not need to tell you gentlemen that. 

Secretary HurLey. Mr. Aishton, may I interrupt you for just 
one moment ? 

Mr. ArsHTOoN. Yes, sir. 

Secretary Hurtey. Is this the English plan to which Mr. Willard 
referred a few moments ago? 

Mr. Aisuton. This is the plan prepared as a tentative plan for use 
in this country in case of war. It is based very largely on the 
principles that were embraced in the English plan; yes, sir. This 
plan is only tentative; it is just something to shoot at. 

Secretary HurLey. For the purpose of expediting that part of it, 
I think most of the commission are now familiar with the English 
plan. If you would point out the improvements you have made on 
that plan, or the divergence from the plan, it will hasten us. 

Mr. Arsuton. All right, sir. In the first place, one of the princi- 
ples is that the railroads should not be taken over by the Govern- 
ment unless the emergency is such that, in the opinion of the Presi- 
dent, this step is necessary, in order to insure the efficient prosecu- 
tion of the war. That goes without saying; I think we all agree with 
that. In case the Government, however, does take over the rail- 
roads the plan adopted will be based on and should give effect to 
the following principles: 

(1) Possession and control by the Government of the lines taken 
over is essential in order that the Government, in carrying out the 
war program may make the necessary demands upon the railroads 
and insure obedience to these demands as a matter of right. 

(2) Effective mobilization and use of the transportation resources 
is impossible unless the lines taken over are operated as a single 
system under one control and one administration. 

(3) Requirements of the Government can be carried out most 
effectively, intelligentiy, and successfully by availing of the existing 
organizations of the several companies and by making full use of the 
trained experience and skill of their personnel. Too violent changes 
in either organization or methods of procedure are liable to have an 
adverse effect on efficiency and morale. 

To carry these principles into effect the following plan is pro- 
posed: In the first place, the President will take possession and as- 
sume control of the railways under the Army appropriation act. 
They have some similar act in Great Britain; I do not know just 
what it is. The Secretary of War will select an executive assistant, 
who will direct operations and will be responsible for the execution 
of such policies as are outlined by and with the approval or by the 
authority of the Secretary of War. 

I think that corresponds with what Mr. Willard said in his state- 
ment regarding the British system, whereby some officer of the 
Board of Trade—the Board of Trade in Great Britain, in very 
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large measure, corresponds with the regulatory power in the United 
States, the Interstate Commerce Commission—whereby some officer 
of the Board of Trade acts in that capacity. The Secretary of War 
will also be assisted by a committee of railroad presidents, to be 
known as the “executive committee,” the members of which will be 
nominated by the Association of Railway Executives and approved 
by the Secretary of War. That conforms to the British plan, only 
they call them managers in that country. 

Secretary HurLeY. Do you have in mind, Mr. Aishton, that even 
under the plan for industrial mobilization set up by the War Depart- 
ment it is not contemplated that the Secretary of War shall control 
industrial mobilization, but that will be the function of a civilian? 

Mr. ArsHTON. Yes, sir. 

Secretary HurLeY. Who will control mobilization and centralize 
the purchasing power not only for the Army but for the Navy as 
well? 

Mr. ArsHTON. Yes, sir. 

Secretary HurLeY. Now your plan seems to set it all up under the 
direction of the Secretary of War. I wanted to point out to you 
that the general plan, not only that discussed here by the civ ilians 
but by the War Department itself, provides in time of emergency, 
not in time of peace (the peace-time studies will be conducted where 
they can most economically be conducted and coordinated under the 
existing branch) but in time of war the functions of that would pass 
to the civilian. Now, is that in keeping with the suggestions you 
have made there? 

Mr. ArsHron. That would be in keeping with the thought that is 
expressed here, because, after all. whether he is a civilian, whether 
he is a representative of the President of the United States, or who- 
ever he may be. he is the central authority and through him the needs 
of the Government for war purposes, or for any other purposes, are 
expressed to the committee, who will carry them out. And while we 
put this in here seven vears ago when we formulated this. it was 
because it was immaterial who he was so long as the man had the 
authority to say what the Government's job was that they wanted 
the railroads to perform. 

The other fenture—and that is similar to the English system—is 
that in order to avoid demoralization as far as possible of the work- 
ing forces and of the management of the individual lines, and to 
obtain the advantage of the experience and organized personnel on 
the several railways, the actual operation and control of the indi- 
vidual railroads should be left in the hands of their executive staff 
organization, subject to the control and direction of the above- 
mentioned executive assistant. You may call him whatever title you 

please. 
Secretary Hury. Now, I am not ECHR ADEE vour trend of 
thought by asking questions occasionally ? 

Mr. Atsiton. I wish you would, sir: I appreciate it. 

Secretary Herrey. Have you read the Capper-Johnson bill? 

Mr. Arsuton. I have not, sir. 

Secretary HURLEY. Have you read the proposed legislative enact- 
ment contained in the Baruch plan? 

Mr. AusrroN. I have not, sir. I have seen the press comment on 
it, that is all. 
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Secretary HurLeY. Then if you have not studied either of those, I 
will ask you what legislation will be required, if any, to make 
effective the plan you suggest ? 

Mr. AlsHToN. There would be no legislation Dil for the 
President to take over the railways. The only legislation that would 
be necessary would be the legislation to take care of the compensa- 
tion, which is provided for in this plan. I refer to it in here and it 
goes into a good deal of detail. It follows, in a very large measure, 
however, the legislation that was effected as regards compensation 
and the methods of taking over property and returning it. and keep- 
ing the railroads properly maintained, and that kind of thing. That 
was in the legislation at the time of the Government's control during 
the last war, and that follows, in a Md Pa measure, the practice 
that was in vogue in Great Britain. r. Willard stated that the 
compensation was based on the earnings of the railways in a year's 

riod immediately preceding the taking of them over in Great 
Britain. My recollection was it was based on an average period for 
a term of years. But, in any event, the compensation paid to the 
railroads should be based on some basis or other and we have sug- 
gested three years as probably meeting an extreme peak or depres- 
sion and getting an average of what is a fair compensation. 

Mr. HabLeY. Mr. Chairman, will it be understood, in order to 
elucidate and amplify the witness's statement on this plan, that the 
entire statement as he has it prepared will be incorporated in the 
record ? 

Mr. ArsHtoN. Yes, sir; we will leave with the commission copies 
of this statement. 

Senator Swanson. What provision do you make for financing the 
railroads when the Government takes them over? I understand 
they have bonds that mature regularly and they reissue them. 

Mr. Arsuton. Yes, sir; they have bonds maturing regularly: The 
fixing of their average compensation would in all probability estab- 
lish our credit on a basis where we could go into the open market and 
do our necessary financing. 

Senator Swanson. I have always understood when the railroads 
were taken over that one of the reasons was the financial condition 
of the railroads at that time. 

Mr. ArsHToN. That was only one of the elements that entered 
into 1t. 

Senator Swanson. And that was the reason the Secretary of the 
Treasury, as I understood, was made Director General. 

Mr. AIsHTON. I can not answer that; I do not know. The finan- 
cial reason was only one of the conditions, however. 

Senator Swanson. I say that was one of the controlling reasons, 
He had to float bonds and the railroads had to float securities. 

Mr. ArsHTON. Yes. 

Senator Swanson. And they were bidding against each other for 
the sale of securities and it was thought better—I know in the dis- 
cussion preceding it, it was thought better to have the selling of 
securities and the financial arrangements all in one hand. Have 
you any arrangements for financing the railroads at that time, when 
the Government is selling billions of dollars worth of bonds? 

Mr. AtsHtTon. There were some arrangements made whereby the 
Government did finance the railroads. 
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Senator Swanson. You mean by financing, they loaned them 
money ? 

Mr. AtsHtox. They loaned them money and took their bonds as 
security. 

Senator Swanson. I mean in the plan which you provide, what 
arrangements do you make for financing the railroads at that time? 

Mr. AisHton. We do not make any definite arrangements for that; 
we have to take our chances on that. 

Senator Swanson. That would be left entirely open ? 

Mr. Atsuton. That would be entirely dependent on circumstances. 
We might have a condition where capital was frozen up and there 
would be no other source to get capital, other than a loan from the 
Government, and there might be an improvement of a line of a 
character that was absolutely essential to the carrying on of the war, 
which was necessary to be carried on. In that event, no doubt, the 
Government would do the financing. The great bulk of the financing 
during the war was done by the individual railroad companies on 
their own credit. 

Mr. McSwain. Of course there are several ways you could arrive 
at some method of keeping the railroads operating. For instance. if 
the obligations matured and could not be met if the Government did 
not meet them, why Congress could, if it wanted to, enact a mora- 
torium and leave the railroads where they stood. 

Mr. ArsHToN. Of course they could, except a moratorium is never 
resorted to except as a last resort, and the effects of such action is 
something far-reaching on credits, 

Mr. McSwain. No; but the Government does not take over busi- 
ness whenever it becomes insolvent; otherwise they would have to 
take over all of the farms of the country now. 

Mr. ArsmToN. That is true, sir. Now, if I may continue with some 
matters that I think may be of interest to your commission, the 
important feature of any plan is having something in the way of a 
Keken organization that can be expanded overnight, if necessary 
in emergency, into a working condition; because when you come to 
deal with a war situation, or an emergency situation, the railroads 
are the first people called on. Without transportation you are at a 
standstill absolutely, and as one gentleman expressed it down here 
in a hearing the other day, these railroads have got to be ready on 
the jump-off. That means you can not wait a few days, or 60 days, 
or any time; you have to be prepared all the time. Now the rail- 
wavs, in the discussion with the Army officers and with the War 
Department, have realized the necessity of being constantly in a 
position to take that jump, and for that purpose and in connection 
with the procurement program which you refer to, Mr. Secretary, 
and in which we have been a part, although I am sorry, possibly 
might better say glad really, that we have not any first or second 
lieutenant stripes or anythıng, not even a top-sergeant’s uniform, 
but we have had a very direct connection with the procurement pro- 
gram and we handle it in this way: We have what is called a car- 
service division. 

Mr. Willard referred to the powers of the Interstate Commerce 
Commission on cars and locomotives. Well, what was the problem 
of the Government during the war? It was not finances particu- 
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larly; it was service. They had to have service, cars and locomo- 
tives; that is the thing the Government wanted and that is the onl 

thing that counted so far as the Government was concerned. Well, 
your transportation act to-day gives the commission that power, to 
take cars and locomotives and put them all over the country, but they 
can only exercise it in emergency. That is, if there is a car shortage 
experienced somewhere, they can order cars up there and locomotives 
and fine the railroads if they do not do it. The railroads, realizing 
for war purposes as well as peace purposes that they ought to handle 
that matter themselves, organized the car-service division. They 
have an office here in Washington in the Transportation Building, 
and the railroads have given them plenary power, whatever that 
means; I have never found out, because I have never had occasion 
to inquire. But it means just this, that if they have a big crop of 
wheat down in Kansas, and they have a lot of combines down there 
and instead of taking three months to market the wheat it will take 
only two weeks, and an enormous number of cars are needed there, 
this car service division, through its organization, keeps in touch 
with the possible requirements down there, and weeks ahead begins 
to accumulate the cars to handle it—locomotives, too, if necessary. 

Now, what has been the result? Since we have started in on that 
kind of program, with this plenary power, which does not mean 
anything, you have not had a car shortage in the United States of 
any kind for any commodity or anything; neither have you had any 
failure to move stuff promptly or to dispose of it promptly when it 
is moved. After all, that is what the Government is trying to ac- 
complish through control, is to get just that kind of service. Now, 
we feel we have got that control if there is just one thing—in event 
of emergency or war, that the railroads can be made acquainted 
with the needs of the Government. And I am very glad to say I 
think we have an understanding with the officers of the military arm 
of the Government that the best way to handle a proposition of this 
kind is for them to tell us what they want done and let us tell them 
how and when we can do it, and we will do it; and in solving their 
problems we work with all their problems right along. Some of our 
people are dealing with some of the officers both on this procurement 
program and on problems of war, and up to the present time I think 
we have been pretty effective in solving the transportation end of 
most of the problems. 

Please understand I am talking about war and about what the 
Army people want for prosecuting war. I am not an Army man and 
do not propose to be, but they talk about one area that they call the 
zone of operations. Is not that it, Major ? 

Major EisenHower. That is one. 

Mr. Arsuton. That is one of them. 

Mr. CoLLiNs. You have learned that much about it? 

Mr. AlsHToN. Yes; we are talking about a zone of operations. If 
we had a war with Canada the Government no doubt would have to 
take possession of the railroads along the border and put Army 
officers on the trains, although I think what would be preferable to 
do would be to take the railroad men in that particular zone under 
military control and make them privates of some kind, because they 
know how to handle the cars; for in that zone of combat there is not 
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any question but that the Army has to take everything there is in 
there, and we have to feed them the stuff according to their needs. 
In the great balance of the continental United States we would have 
to handle commercial business as well as Government business, han- 
dling the Government business first. All we ask of vou is that you 
show us what that Government business is, how you want it handled, 
and the railroads will do the job. 

There are a lot of things. You might say that the Government 
wants to exercise the same power on other things in other matters 
than service. There might be such a matter as what vou suggested, 
Mr. Congressman—the terminal operation, for example. There 
might be some problem where they wanted to get something of that 
kind. Now, we have provided for that, because five years ago we 
established, with the cooperation of the War Department, what we 
call a military committee, and it is composed of the presidents of the 
railroads in each of the nine Army headquarters throughout the 
country. Its job-is to keep in contact with the commanding officer 
in that corps area and with the quartermasters who have to do with 
transportation and who would have authority over the railroads to 
determine any question of executive character; that is to say, if it is 
a question of the joint operation of a terminal, something which the 
car service division could not do, these gentlemen have authority, 
whatever the necessities may be for the emergency, to take the action 
necessary to bring about what is wanted. In other words, the dispo- 
sition of the railroads and the whole effort of the railroads is to do 
what the Government requires to meet the emergency. 

Now, Mr. Willard is one of the committee members at Baltimore; 
he has contact with the Third Corps Area. Mr. Storey, president 
of the Santa Fe; Mr. Shoup, of the Southern Pacific, at San Fran- 
cisco; Mr. Gray, with headquarters at Omaha; Mr. Downs, at Chi- 
cago, with the Army headquarters there; Mr. Crowley, at Cincin- 
nati; Mr. Cole. of the Louisville & Nashville; Mr. Buckland, and 
General Atterbury—all presidents of railroads and all men who 
have assumed their duty and are on the job. Now, that is just a 
skeleton organization, and their function to-day doesn’t amount to 
very much except learning to talk the Army language and so the 
Army will learn to talk our language—not with some of the em- 
phasis that both of us use at times but with common sense. But 
that personnel centers in a committee of which I am chairman, 
called the military committee. It has not anything to do at present 
except to go over and call on the Assistant Secretary of War 
regarding some features of the procurement program or call on 
some of his assistants. 

Mr. CoLuixs. Well, they invite you out to tea occasionally, don’t 
they? | f 

Mr. Arsuton. No, sir; they do not. We railroad men get none 
of the perquisites of official life here in Washington; we are not 
in polities. [Laughter.] I forgot to mention we also keep a man 
down here with the Quartermaster Corps who has a very elaborate 
title. He is the manager of the troop-movement section, and his 
job is to keep in touch with the machinery of the War Department 
in all of these movements of troops. We had that during the War, 
and I think you will all agree with me that the troops of this 
country were moved to the cantonments and ports in a manner that 
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enlisted the commendation of Congress, at least. They gave the 
man in charge of it one of these distinguished-service medals. That 
came after he died, poor fellow; it did not do him much good, but 
his family treasure it just the same. But we keep that skeleton 
organization down there to-day. About all he has to do now is 
to keep in touch with the movement of officers, marines, and things 
of that kind around the country, and arranges their movement; 
but we have, all over the country, men who served in that capacity 
during the war, who are familiar with the work and, overnight if 
necessity arose, every one of those three organizations could be 
expanded to take hold of any problem that might arise; and it is 
with the confidence that the railroads have in the organization they 
have set up that they feel it would have to be a major war, if you 
please, before there would be any necessity through lack of service, 
and that is the only thing that brings about the taking over of 
the railroads by the Government, that it would be a very remote pos- 
sibility that the railroads ever would have to be taken under the 
measure of control they were in the last war. 

I think that is really about all I have to say, except this: I would 
like to leave this thought with you gentlemen, and it is not a thought 
that comes from me as a railroad man for a selfish purpose. I want 
you to understand that. I have been in the railroad business for 53 
years and have been in most capacities on a railroad and in the 
general work, and I think I have reached a point where I can be 
detached from the personal side of the A | proposition and look 
at a proposition from the public interest to a very large extent. The 
Interstate Commerce Commission—they certainly do not have any 
selfish viewpoint, as far as the railroads are concerned—in their 
report to Congress of April 10, 1928, regarding motor-bus and truck 
operation used these words: 

There should be a definite coordination of all existing transportation agencies 
on land, water, and air. The Nation's transportation machine must be kept at 
its highest efficiency so as to advance the prosperity of the country and promote 
the happiness and welfare of its citizens in peace and in order that it may be 
prepared to respond as a tremendous factor in the national defense in time 
of war. 

This, it seems to the railroads, is an important subject, that you 
might well consider in preparation for war and is what we are all 
doing. The War Department, through the Assistant to the Quarter- 
master General, just this week, at a hearing up here in the Willard 
Hotel, made this statement, and I think it was done with the 
authority of the War Department: 

Whatever is done in the way of Federal coordination and regulation should 
be done with national defense in view. The preservation and continued devel- 
opment of an arterial railway system is the most’ vital issue, Our arterial 
railway system is the backbone of our national and international commerce and 
of our national defense, and all other forms of transport are for us but exten- 
sions and auxiliary services, none of whieh should be permitted in any way, 
shape, or manner, to weaken or retard the development of a national system of 
arterial railways. 

And I think what you want to keep in mind all the time is that 
the first weapon you have to use in a war are these railways. You 
are going to have no time to get them in shape when war is declared 
or even when war is discussed, and it is important to the national 
defense of this country that these railroads be allowed to function 
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in a way that will maintain them as the principal weapon of defense 
that lies in your hands. I did not mean to make a speech, but, never- 
theless, I feel very earnestly about that thing. and it is a thing that 
is very important and is so regarded by the railway executives. 

I would like to leave with your committee a declaration of policy 
made by the railways within the last three months, last November, 
as to some things that they think should receive consideration legis- 
latively, having in mind the necessity of keeping these railroads in 
good condition for defense purposes as well as the necessity for 
commercial purposes. 

That is all, gentlemen. 

Senator Swanson. Is that a very long declaration? Could you 
read it to us? 

Mr. AtsuTon. I will leave the book with you, sir. I will read you 
the last paragraph of it, because it covers the point I have brought 
out. This was Hone mind you, before we knew anything about this 
hearing, because we are all interested in what is necessary for the 
national defense. Here is the last paragraph of it: 

For the policies recommended herein by the Association of Railway Execu- 
tives they bespeak the earnest and thoughtful consideration of the public from 
the standpoint of the national interest in maintaining in the highest degree 


adequate and efficient transportation in every modern form, with equal oppor- 
tunity for all. 


Secretary Hurry. If there is no objection, the pamphlet just 
handed us by Mr. Aishton will be placed in the Pie | at this point, 
and we thank you, Mr. Aishton, for the help you have given us. 

Mr. Aisuton. I appreciate the opportunity, gentlemen, of appear- 
ing before you. 

(The following were submitted for the record by Mr Aishton:) 


STATEMENT OF R. H. AISHTON, CHAIRMAN EXECUTIVE COMMITTEE, ASSOCIATION 
OF RAILWAY EXECUTIVES, AND PRESIDENT AMERICAN RAILWAY ASSOCIATION 


Late in 1923 the then Secretary of War, Hon. John W. Weeks, and the 
Assistant Secretary of War, Hon. Dwight F. Davis, suggested to railway 
executives the advisability of developing from the experiences of the World 
War, while yet fresh in mind. a tentative plan for operating rail carriers in 
time of war. It was thought desirable, if possible, to secure the seasoned advice 
of those who had actually participated in the effort to mobilize rail transporta. 
tion during a war emergency. 

As a result of this suggestion various conferences were held, beginning 
January 11, 1924, and ending March 10, 1925, From these conferences emerged 
a tentative plan which, at that time, met with the approval of the War 
Department. It was then submitted to a meeting of all the railroads at 
Chicago, April 18, 1925, and was concurred in by them. 

This plan still continues to represent the views of the railroads. Its under- 
lying thought was tersely and vividly expressed by Mr. Baruch at one of these 
hearings in these words: 

“Let the management run the plant and you (the Government) run the 
management.” 

The plan as approved by the Department of War and as concurred in by 
the railroads is as follows: 


PLAN FOR THE MOBILIZATION AND COORDINATION OF THE SYSTEMS OF TRANSPORTA- 
TION IN CASE THE PRESIDENT, IN TIME OF WAR, EXERCISES THE POWERS CONFERRED 
UPON HIM BY THE ARMY APPROPRIATION ACT OF AUGUST 29, 1916 


NoTE.—This plan is only tentative and shall not be considered to foreclose 
any future action or supersede any other plan the Government may wish to 
adopt in time of action. 
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The railroads should not be taken over by the Government unless the emer- 
gency is such that in the opinion of the President this step is necessary in order 
to insure the efficient proSecution of the war. 
In case the Government takes over the railroads the plan adopted will be 
based on and should give effect to the following principles: 
1. Possession and control by the Government of the lines taken over is 
essential in order that the Government, in carrying out the war program, may 
make the necessary demands upon the railroads and insure obedience to these 
demands as a matter of right. 
2. Effective mobilization and use of the transportation resources is impos- 
sible unless the lines taken over are operated us a single system under one 
control and one administration. 
3. Requirements of the Government can be carried out most effectively, 
intelligently, and successfully by availing of the existing organizations of the 
several companies and by making full use of the trained experience and skill 
of their personnel. Too violent changes in either organization or methods 
of procedure are liable to have an adverse effect on efficiency and morale. 
To carry these principles into effect the following plan is proposed: 
1. The power of the President to take possession and assume control of 
the systems of transportation will be exercised through the Secretary of War 
as provided by the Army appropriation act of August 29, 1916. 
The Secretary of War will select an executive assistant who will direct 
operations and will be responsible for the execution of such policies as are 
outlined by and with the approval, or by the authority, of the Secretary of 
War. 
The Secretary of War will also be assisted by a committee of railroad presi- 
dents, to be known as the executive committee, the members of which will 
be nominated by the Association of Railway Executives and approved by the 
Secretary of War. The committee will be subject to the direction of the 
Secretary of War and will be the medium through which the mobilization 
and coordination of the systems of transportation will be carried out, and 
effective and cooperative operation secured, and through which orders shall 
be given to the individual carriers; but these orders should, as fur us possible, 
be confined to matters of general policy, and to such other matters as are 
clearly necessary to carry out the purpose of the Government in the emer- 
gency. It should be the fixed policy of the committee in carrying out this 
plan to make the maximum use of individual companies as corporate organi- 
zations, and not to interfere with any company in matters of management, 
operation, or domestic arrangements, except when such interference may be 
absolutely necessary. 
The Secretary of War may in the exercise of authority delegated to him 
‘by the President of the United States in accordance with existing law be 
called upon for action in such important matters as the following: First, his 
authority may be invoked in any emergency with which the executive assist- 
ant or the executive committee can not successfully deal; second, he may 
be available us an intermediary through whom, when necessary, any con- 
flicting demands, or any matters involving questions either of national policy 
or of justice to the railways, can be settled or brought before the President 
for final decision. Except in cases where, in his opinion, the Government’s 
interest require him to take an active part, it should be the policy of the 
Secretary of War to encourage the initiative and management of the execu- 
tive assistant by placing upon him the responsibilities of general management. 
2. In order to avoid demoralization, as fur as possible, of the working forces 
and of the management of the individual lines, and to obtain the advantage 
of the experieuce and Organized personnel of the several railways, the actual . 
operation and control of the individual railroads should be left in the hands 
of their executive staff and organization, subject to the control and direction 
of the above-mentioned executive assistant. 
3. The property taken over should be all property used in transportation, 
. the materials and supplies on hand at the time possession is assumed, all 
balances in the account or accounts representing the total of “net balances 
receivable from agents and conductors” as of that time, and a working fund, 
if in the treasury of the company, not exceeding an amount necessary ordi- 
narily to cover one month’s operating expenses. All these should be credited 
to the company. 

IV. The United States should pay, out of the funds thus coming into its 
possession or otherwise, the expenses of operation of the company unpaid at 
the time possession was assumed und charge the sume to the company. 
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It should likewise pay just compensation for the use of the property during 
Federal control. to be determined as hereinafter provided, and should also pay 
all tuxes accruing during Federal control, except such additional war taxes 
as may be levied in connection with the then existing war. All revenues from 
operation during Federal control should belong to the United States, and all 
expenses of operation during Federal control should be paid by the United 
States. 

V. Compensation to be paid to carriers should be a sum equivalent to the 
average annual net railway operating income for the three yeurs ended on 
the 31st day of December next preceding; except that if exceptional or abnor- 
mal conditions were found by the President to exist during all or a substantial 
portion of such period of three years which justify a larger or smaller com- 
pensation, such larger or smaller compensation as may be found to be just 
and equitable should be provided for, and in any event due allowance in the 
compensation should be made for the use of additions, improvements, or equip- 
ment, the use of which was not fully reflected in the operating railways 
income of the snid three years or a substantial portion thereof. The com- 
pensation should be paid to each carrier in quarter-annual payments promptly 
at the end of each quarter. 

VI. A contract should be entered into stating and defining the rights and 
obligations of the parties, and should, among other things, contain: First, a 
description of the propert'es taken over; second, provisions for operation and 
accounting during Federal control; third, provisions for the maintenance and 
upkeep of the property during Federal control and its return to the owners at 
the end of Federal control in as good order and condition as when taken 
over; fourth, for the payment of taxes; fifth, for the statement of compensa- 
tion and its payments; sixth, for the method of making additions and better- 
ments to the property during Federal control and to whom chargeable and 
how paid for; seventh, for final accounting and return of the properties to their 
owners at the end of Federal control. 

VII. In the event the President acts again under the above-mentioned amend- 
ments to the Army appropriation act of August 29, 1916, it will be necessary 
to obtain legislation from Congress to empower him to enter into agreements 
with the carriers in respeet to compensation. The character of the Federal 
control act will, of course, be important. It should also take into consideration 
not only the military requirements but also the needs and rights of the carriers 
who will cooperate in the execution of this plan. 

While this plan was developing through the series of conferences if was 
decided that it would be of distinet advantage to set up a skeleton organization 
in time of peace for the purpose of establishing contacts between Government 
Officers and transportation officials. Such contacts, it was thought, would be 
particularly useful in working out procurement programs with industry, in 
order that there might be a clearer understanding of each others problems 
as between the three interests involved. 

To this end the car-service division of the American Railway Association 
and its various officers, located at the principal strategic points throughout the 
country, were designated to work with the procurement officers of the Army, 
and, where necessary, with the commanding officers at the various corps area 
headquarters of the Army on matters of car supply, service, and transportation 
generally. Realizing that there were questions other than those of service 
which would require executive attention, a railway president was also desig- 
nated as the point of contact with each corps area commander to deal with him 
concerning questions of executive policy in that area, and such plan is now in 
effect and functioning. The personnel of these executives and the corps area 
in which they function is as follows: 

R. H. Aishton, chairman military committee. 

W. W. Atterbury, assigned to Second Corps Area. 

E. G. Buckland, assigned to First Corps Area. 

W. R. Cole, assigned to Fourth Corps Arca. 

P. E, Crowley, assigned to Fifth Corps Arca. 

L. A. Downs, assigned to Sixth Corps Area. 

€. R. Gray, assigned to Seventh Corps Area. 

Paul Shoup, assigned to Ninth Corps Area. 

W. B. Storey, assigned to Eighth Corps Area. 

Daniel Willard, assigned to Third Corps Area. 

The underlying thought in all this is that, should the misfortune of war 
overtake us, this skeleton organization, having already laid the groundwork 
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of contact and mutual understanding of euch other's problems, could be ex- 
panded quickly and indefinitely to take care of almost any situation that might 
arise and do away with the necessity of any further governmental action. In 
the remote event of its becoming necessary for Government control to again be 
exercised, it is felt that this skeleton organization would form the basis for 
carrying out the policies that might be indicated from central authority. 

In this same connection the railways, through the car-service division of the 
American Railway Association, maintain what is known as the troop-movement 
section, with offices in the Quartermaster General’s Department of the Army. 
This organization is simply the nucleus of the very effective troop-movement 
section that was organized and in operation during the war and which func- 
tioned efficiently and effectively. So much for the definite plan. 

To make the foundation for such a plan secure, however, one thing must not 
be tost sight of, and that has been called to the attention of Congress by the 
Interstate Commerce Commission in its Report No. 18300, dated April 10, 1928, 
relating to motor-bus and motor-truck operation, in these words: 

“There should be a definite coordination of all existing transportation 
agencies on land, water, and air. The Nation’s transportation machine must be 
kept at its highest efficiency so as to advance the prosperity of the country and 
promote the happiness and welfare of its citizens in peace, and in order that 
it may be prepared to respond as a tremendous factor in the national defense in 
time of war.” 

That this view is shared by the War Department is indicated by the testimony 
of Lieut. Col. Brainerd Taylor, assistant to the Quartermaster General of the 
Army, at a hearing this week (March 9, 1931) in Washington before the Inter- 
state Commerce Commission, in which he used these words: 

“ Whatever is done in the way of Federal coordination and regulation should 
be done with national defense in view. The preservation and continued de- 
velopment of an arterial railway system is the most vital issue. Our arterial 
railway system is the backbone of our national and international commerce 
and of our national defense, and all other forms of transport are for us but 
extensions and auxiliary services, none of which should be permitted in any 
way, shape, or manner to weaken or retard the development of a national 
system of arterial railways.” 

In all plans for national defense, in my opinion, thought should be given 
primarily not what to do with these arterial railway systems in time of war 
but how to build them up in time of peace so that they may meet any 
emergency of war. 

The railways recently recommended certain policies for the consideration of 
Congress and the people of the United States, using this language: 

For the policies recommended herein by the Association of Railway Execu- 
tives they bespeak the earnest and thoughtful consideration of the public from 
the standpoint of the national interest in maintaining in the highest degree 
adequate und efficient transportation in every modern form, with equal oppor- 
tunity for all.” 

We believe that with the sympathetic consideration of what is recommended 
hy the railways in their declaration of policy of November 20. 1930, and having 
in view the necessity of keeping every means of national defense in the very 
best condition, not necessarily for conducting war but more important as a 
preventive of war, that the result it is desired to accomplish ean be best 
brought about by a recognition that railroad operation is a fundamental public 
necessity, one of the keystones of national defense, the one that would first be 
required to function in the event of an emergency, and that the maintaining at 
all times of an efficient national system of transportation not only adequate to 
the commercial needs of the public but also the needs of a nation in such 
emergency is necessary if we are to progress as a nation. 


DECLARATION OF POLICY DEEMED NECESSARY TO THE CONTINUANCE OF ADEQUATE 
TRANSPORTATION SERVICE TO THE PUBLIC 


At a joint meeting of the executive committee and member roads of the Asso- 
ciation of Railway Executives, held in New York November 20, 1930, a report 
of the advisory committee was received in the form of a resolution reading as 
follows: 

“ Resolved, That the advisory committee recommends to the joint meeting of 
the executive committee and member roads the adoption of the program set 
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forth in the attached report, with the qualification that it is not to inerfere 
with the position tuken in respect to the bill now pending for regulation of bus 
lines.” 

This report was unanimously approved and adopted by the executive com- 
mittee and member roads as a declaration of their policy. 

It is as follows: 

Without referring to or including in any way the results of the business 
depression of 1930, and basing the statement entirely on the period ended with 
December 31, 1929, the following picture presents itself: 


Growth in railway traffic 


| Revenue | Passenger 
ton miles miles in- 
increased c 


| Per cent Per cent 


From 1890 to 1900. ..............--.--- td o Md es 85. 8 35. 4 
A MAI AAA A cee eine eet e O e ance ENE aE 80. 1 101.6 
Prot 1010 to A A ce tegen tees a EAEE aa 62. 2 46.5 
From 1920 to 1929 A A A eae ecu Sees i 8.8 134.2 

1 Decrease. 


What are the causes leading to this extreme decline in railway traffic in the 
Past nine years? 
1. Motor vehicles, coupled with improved highways. 


Motor «vehicle registrations 


t 


Passenger cars 
Year (includes ¡Motor trucks TE 
motor buses) 
Ke Ra | EEE felts ha LED A RI E: | 8, 225, 859 1, 006, 082 9, 231, 941 
NOT ae A AO IA hale eee oa E | 9, 346, 195 1, 118, 520 10, 464, 715 
Mood see A O | 10, 864, 128 1, 375, 725 12, 239, 853 
o cca T RA A hee Atak RO CANA 13,479,608 1, 612, 569 15, 092, 177 
e as ac ee ie a ee cd | 15, 460, 649 2, 134, 724 17. 595, 373 
y A A O A nee O: AN 17, 512, 638 2, 441,709 19, 954, 347 
e E EN AAA AN 19, 237, 171 2, 764, 222 001, 393 
NI AMA ERA TAN E 20, 219, 224 2, 914, 019 23, 133, 243 
Ea A MAA A IN NO | 21,379,125 3, 113, 999 24, 493, 124 
1929. .... A ee ere | 23, 121, 589 3, 379, 854 26, 501, 443 
Per cent increase, 1929 over 1920........ TO IÓ | 181. 1 235. 9 | 187.1 
Approsimate number of busses 
A AR E A AN 10, 000 
1929 E A AA IA A 92. 500 
Per cent increase 1929 over 1920-22 oo ooo caco 825.0 


2. Transcontinental tonnage handled through the Panama Canal— 
Interconrstal 


Fiseal year: , tons of Cargo 
APA EAT RR ME i ay 1. 372, 388 
A Naa i sr a ace ate a a la ie Shea 2,562, 527 
e AAA O IN TRE RA a es ee Te eet S, 068, 553 
Oe aie ea cg tent an AN es res el ee a 13, 527, 378 
q ace es A A Lhe at ahd E ita oY oat SN 9. 496, 259 
By A ee a elk eh A 10. 069. 604 
| Lr ATI A OE E CO NT et RITE A AE OC te O At Pr 10, 560, 505 
1929-22 E a a A A 10, 067, 392 
1929 REA AA AE EN AI A ee OS 10, 119, 028 
Per cent increase 1929 over 1921-22 o ooo 637.3 


laie v a 


a _ _ Q_z»PE____*> x.JTIO APA - 
a a A 
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8. Traffic handled over the inland waterways, excluding the Great Lakes: 


Tons 
1920 oe eh a Se IS haa A 83, 150, 182 
1921- Be ae ea A Roe aE a oo A 79, 901, 753 
i AAA IN A PRO eS a O E A a 77,872, 724 
a A A A A a aS og eee 108, 026, 159 
e AN AI IR AI 121, 713, 097 
1925 A A A O A A AO IN 136, 372, 752 
q el arc as O A ene A 146, 907, 027 
7 AA to oe RES eR OORT O IAEA RNE AAA 154, 575, 002 
DL! 72, eee aan a e e yee oe a ee ae 160, 927. 905 
Per cent increase 1928 over 1920______-____--__-_____-_. +--+ 93.5 


4. Contributing factors to this decline in rail traffic are the pipe lines, high- 
power electric lines and the newest development of the piping of natural gas 
. from the wells to large centers, which is going to reduce still further the coal 
trafiic. 

In so far as any form of the above service is legitimate and a natural 
economic development, the railroads have no right to complain. The public 
is entitled to the best transportation at the lowest reasonable cost. How- 
ever, where the rail carriers are prevented through legislation or regulation 
from fairly competing with new or old forms of transportation, or where the 
service rendered by the competitor is a subsidized one, such unfair handicaps 
should be removed. 

It is suggested: (a) That the present lack of adequate regulation of motor- 
bus and truck operation should be remedied by the enactment of appropriate 
legislation, with no discriminatory provision against the railroads operating 
in the same field; (0) that the restrictions on the railroads from competing 
with the Punama Canal by refusal to grant them fourth-section relief be 
removed; (c) that the Government of the United States discontinue com- 
peting with the railroads or any other form of transportation either directly 
or by subsidy; (d) that pipe-line common carriers be subjected to the same 
restrictions in respect to the transportation of commodities in which they are 
interested, directly or indirectly, as the railroads now are. 

The above refers to loss of traftic through competitive reasons. 

Traffic that remains has produced the following results: 

1. The average receipts per ton-mile have been as follows: 


Reductionin 

freight reve- 

Average | nue due to 
receipts | declining av- 
per ton- erage receipts 
mile per ton-1n: ile 


com pared 
with 1921 
Cents 

DOS esas tebe A se a A ght tk Le oe 38 A AA 
1922 AA O A A A A IM RR AE 1.177 | $332, 500, 000 
IN RA A A A A A A IN 1. 116 656, 236, 000 
NI A E A NN NON 1. 116 617, 580, 000 
Ke PAn EE A A A EEE A E NO 1. 097 736, 559, 000 
Ce AAA O IA AA E AAA ON EIA E 1, 081 860, 86S, 000 
LO eco ewes Bou aad want Rta ac oe eel eae ee an ak gig Sante a Pe 1. 050 $836, 0:57, 000 
o A A A A RN 1. 051 30, $55, 000 
19029 A A A A cant E A A coe AO 1.076 890, 170, 000 


Per cent of decline, 1929 under 1921, 15.6 per cent. 
Total reduction in revenue, $5,769,835,000. 


Figures for average receipts per ton-mile, it is fair to say, represent many 
factors, such as changes in commodities, distances hauled, and other items, 
and can not be taken as a precise guide to rate reductions; but they are con- 
clusive as showing the trend. 

2. During this same period the operating expenses have indicated the appli- 
cation of great economy and efficiency, as shown by the following figures: 
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Operating expenses and traffic units *—Class I steam roads—United States 


| | Expenses 
Total operating; Traffic | per 1.000 
| expenses units trafic 
units 
Sey RIA 
| Millions 
1920 E A A A cece T $5, S27, 591, 146 500, 852 $10. 58 
EUV WIE none gh ca A AA AA AA 4, 562, 668, 302 | 418, 77 10. 90 
A aca ee racer Ne a A A , 4,414,522, 334 | 445, 695 9.90 
A e ESEE o aes 4, $95, 166, 519 | 526, 597 9. 50 
A A A A O Shh de A ate 4, 507, 885, 037 ! 496, 688 9.08 
A A e e a A A ION 4, 536, 850, 291 | 521, 665 8.70 
ET | eee A A AS | 4, 669, 336, 736 ' 550, 179 8. 49 
A A E ns Resa ys Eat A oh AE A 4, 574, 177, 821 529, 688 8. 64 
¡E A A A A d A aa a a ln iat 4, 427, 995, 036 527, 719 8. 39 
1929o O eee ERO TAT Sh URE ORE niece I SE SOE ETO) ee aM EE ee S 4, 506, 056, 262 540, 544 8. 34 
Decrease, 1929 under 1920: 
A eceiew el oleae ie neses oes 1, 321, 534, £84 | 10, 308 | 2. 24 
e see to Gans cee cet nn A A Es eaS 22.7 | 19. 21.2 


1 Revenue ton-miles plus equated revenue passenger-miles. 


This has been accomplished largely through the expenditure for capital 
improvements in the 9-year period amounting to $6,855,416,000, which provided 
improved locomotives and equipment, improvement in the physical structure, 
improvement in methods, and done in conformity with the program of the 
railronds entered into in 1923 which, as announced at that time, was based 
“on an abiding faith in the fairness of the American people and reliance on 
the continuance of the policy announced in the transportation act, 1920, as 
a measure of reasonable protection to investment in railroad property.” 

During this same period the decline in the average receipts per ton mile has 
shown an accumulative amount closely approximating what has been spent 
for capital expenditure—$5,769,835.000. 

3. Notwithstanding this economy and efficiency, rates have never produced 
the return on property investment contemplated in the transportation act, viz, 
5% per cent, for the railrouds as a whole. 


Rate of return on property investment—Class I steam roads—United States 


Year: Rate 
1 AA A O NES ES A O A E ae 2.87 
ARA A A A A AA AA EA 3.59 
q A A AS A ec eee 4. 33 
A AA AN A 4, 2: 
A A NO Par nS Ree OI eR pe ete er Pe 4.7 
NOG sete A A a A ee ee ete se 4.99 
A E AV DEN ann eNO, See ORES reer UL RSET RUST eC ll as ea 4. 30 
J028 6 pete ot soe cae eet sce esters fae Seo e eee 4.65 
DV a csc ich Sl st A ae ea cette ee 4.84 
8 months ended Aug. 31, 1929222 ccoo 5. 48 
3 month ended Aug. 31, 1930_------------------------------------- 3.59 


Rate based on property investment of carriers as shown by their books, in- 
eluding material and supplies and cash. 


WHAT ARE THE REASONS? 


Reductions in rates, beginning with the vear 1921, have continued up to the 
present moment. These reductions were brought about— 

First, by action of the Interstate Commerce Commission. 

Second, through reductions made voluntarily by the carriers to meet com- 
petition, including that of unregulated or subsidized transportation. 

Third, throuzh reduetions made voluntarily by the carriers for the develop- 
ment of industrial enterprise and communities. 

This is the situation in which the railroads of the country find themselves 
to-day. 
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What the railroads are asking is a new spirit and attitude on the part of 
legislative and regulative authorities (a) through a recognition that the rail- 
roads are engaged in a business subject as other business is to the operation 
of economic laws, and should accordingly be permitted to adapt themselves 
quickly to changes in economic conditions which confront them; and (bD) 
through a recognition that railroad operation is a fundamental public necessity 
and that the maintaining at all times of an eflicient national system of trans- 
portation, adequate to the business needs of the public, is necessary, if we 
are to progress as a nation. 

The railroads at this time make the following recommendations: 

First. A respite from rate reductions and suspensions by regulating bodies, 
both intra and interstate, and from action that will increase the expenses of the 
carriers. 

Second. A respite from legislative efforts of either the national or the State 
legislatures that would adversely affect rates or increase the expenses of the 
carriers. 

Third. A withdrawal of governmental competition, both through direct opera- 
tion of transportation facilities as well as indirectly through subsidies. 

Fourth. A fairly comparable system of regulation for competing transporta- 
tion service by water and on the highways, involving affirmative legislutive 
uction as follows: 

As regards water transportation, legislation should cover (a) extending 
jurisdiction of the Interstate Commerce Commission over port to port rates, 
to include (b) determination of just and rensonable rates, and prohibition of 
discriminatory and unduly prejudicial rates; (c) publication of and adherence 
to rate schedules; (d) proper service requirements; (e) certificates of public 
convenience and necessity after proper showing; (f) an opportunity for the 
railroads to enter this field of transportation under proper supervision, but 
without handicap us compared witih other transportation agencies. The 
Panama Canal act should be modified so as to permit railroad operation of 
waterway service in conjunction with rail service; (g) and, in addition to 
affirmative legislative action, the retention of the flexible character of section 
4, interstate commerce act, sympathetically administered, with fair oppor- 
tunity on the part of rail carriers to obtain relief after proper showing and 
including transcontinental traffic. 

As regards commercial highway transportation, by bus or truck, legis- 
lation should cover (a) extending jurisdiction of the regulatory authorities 
over commerce carried by such agencies; (0) certificates of public conven- 
ience and necessity, after proper showing; (c) proper protective requirements 
for financial responsibility and surety bonds or insurance; (d) adequate 
requirements for just and reasonable rates, both maximum and minimum, 
with provision for publication thereof and adherence thereto, and proper inhibi- 
tion against undue and unjust discrimination; (e) proper service require- 
ments: (f) adequate authority for rail carriers to operate such facilities, 
Without discrimination in favor of other transportation agencies in the same 
field; (y) adequate provision for privilege or license fee imposed on all motor 
vehicles for hire or profit using highways, so as to properly participate in 
construction and maintenance costs of highways. 

As regards pipe line transportation—that pipe line common carries be 
subjected to the same restrictions as to the transportation of commodities in 
which they are interested, directly or indirectly, as the railroads now are. 

All basic figures given in this statement ure derived from the reports of 
the Interstate Commerce Commission or from other governmental sources 
and are open for inspection and verification. 

For the policies recommended herein by the Association of Railway Execu- 
tives they bespeak the earnest and thoughtful consideration of the public, 
from the standpoint of the national interest in maintaining in the highest 
degree adequate and efficient transportation in every modern form, with equal 
opportunity for all. 


Secretary HurLeY. The next witness is Mr. Paul V. McNutt, who 


was civilian aide to the Secretary of War for Indiana, 1927-28, 
and national commander of the American Legion, 1928-29. 
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STATEMENT OF PAUL V. McNUTT, DEAN OF THE LAW SCHOOL OF 
THE INDIANA UNIVERSITY 


Mr. McNorr. Mr. Chairman and gentlemen of the commission, 
as a citizen I have been interested in the matter which you are now 
considering since the war. I first became interested in what was 
known as the Capper-Johnson bill and in speaking of the matter in 
various parts of the country had an opportunity to come in contact 
with many of our citizens who were interested in the same matter, 
and to gain from them their ideas. 

One matter which immediately attracted my attention, by reason 
of my profession, was whether or not that bill was constitutional, 
as touching upon the point of taking private property, and I have 
come to some rather definite conclusions on that, namely, that the 
taking of private property without the giving of full compensation 
is a violation of the fifth amendment. Although there is one rather 
elaborate dictum and it is supported by some English authorities, 
I have an idea that the Supreme Court would declare that the taking 
of private property, outside of the zone of operations, must neces- 
sarily be compensated for in full. 

Then, with the apparent objections, 1 supported this resolution 
and like resolutions for the creation of this commission. I am very 
much interested in it and the work that it is doing, and I am here 
simply at the invitation of the chairman to be of whatever assistance 
I may. I have prepared no statement. 

Secretary HurLeY. Now may I ask a few questions? 

Mr. McNorr. Certainly. 

Secretary HurLeY. I might ask you, first, what is your profes- 
sion, so that it may go into the record. . 

Mr. McNurr. I am dean of the Jaw school of the Indiana Uni- 
versity. 

Secretary Hurry. The study you have made of the Capper- 
Johnson bill leads you to the conclusion that bill is unconstitutional ? 

Mr. McNertr. It would be necessary to have an amendment to the 
Constitution, I believe. That is my opinion. 

Secretary Hurrey. Have you had an opportunity to read the legis- 
lation suggested by Mr. Bernard M. Baruch? 

Mr. McNutr. I saw that for the first time this morning, Mr. 
Chairman. I saw some newspaper accounts of it, likewise; but, of 
course, the newspaper accounts did not go enough into detail. I 
noticed, however, one suggestion of Mr. Baruch on page 36: 

There should also be enacted a general commandeering statute giving the 
President plenary authority in the usual terms to commandeer in time of war 
any manufacturing facility, or any supplies, deemed by him necessary for the 
successful conduct of the war. 

I take it that the same objection would he raised to that. 

Secretary Huriey. That it could only be done by constitutional 
amendment ? 

Mr. McNorr. Yes, sir; and I may say that I believe that a recom- 
mendation of this commission looking toward such a constitutional 
amendment would be advisable. 

Secretary HurLeY. Having considered the object for which this 
commission has been created, do you favor or oppose the amendment 
of the Constitution of the United States on this subject ? 
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Mr. McNurr. I favor the amendment of the Constitution on this 
subject. 

Secretacy HurLeY. Are you ready to suggest to the commission 
the form of the amendment you would suggest? 

Mr. McNurr. I am not. It would be necessary to give that some 
very careful study. 

ecretary Hurtry. Do you know of anyone who is in favor of 
such an amendment who has given it careful study ? 

Mr. McNurr. I do not, Mr. Secretary. 

Secretary HurLeY. Do you know of anyone who has seriously con- 
sidered the effect that such constitutional amendment would have on 
the present implied powers of the Commander in Chief; that is, the 
President ? 

Mr. McNurr. I suppose the only man in this country who has 
given attention to the specific legal problem involved is Professor 
Black, of the University of Kentucky. He has written some very 
illuminating articles published in the American Law Review, in 
1926, as I remember it. 

Secretary HurLeY. You realize, as a lawyer, it would be rather 
futile for us to discuss a constitutional amendment without having 
the form of the amendment before us? 

Mr. McNutt. No question about that; quite so. If time had per- 
mitted and I had known it before, Mr. Secretary, I might have been 
able to do some work before coming, but the notice was rather short. 

Secretary Hury. During the time you were commander of the 
American Legion this matter was quite widely discussed through- 
out the Nation, was it not? 

Mr. McNurr. Well, at the time of Mr. McSwain’s resolution it 
was a matter of procuring the appointment of this commission, pri- 
marily. The Capper-Johnson bill was not being discussed. We had 
come rather definitely to the conclusion that the proper way to ap- 
proach this problem was through this agency. 

Secretary HurLeY. Granting that, in your opinion, the result could 
only be achieved by a constitutional amendment, I would like to pur- 
sue this line of thought for just a moment: If an amendment to the 
Constitution should be adopted, would not that amendment, in effect, 
to use a term that has been used here so often—a rather generic 
term without any specific meaning—would it not freeze the capacity 
of the Congress and of the Chief Executive in handling the indus- 
trial situation that might arise in the future? To help you out fur- 
ther on my line of thought, would not it restrict rather than amplify 
the powers of the legislative body and the Executive in meeting the 
special economic situation that might prevail at the time of the 
emergency ? 

Mr. McNotr. Without giving that careful thought, my instant 
reaction would be that it would not; in other words, that the pur- 
pose of a constitutional amendment would be to enlarge the power 
of the Congress and, likewise, of the Executive. 

Secretary HurLey. But if you assume that which has been assumed 
by most all of the witnesses who have preceded you, with the pos- 
sible exception of Congressman Royal Johnson, of South Dakota— 
if we assume that all the powers necessary to set up an institution 
similar to the War Industries Board at the close of the last emer- 
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gency and assume further that the powers used in that emergency by 
the President, together with the powers conferred by the Overman 
and other statutory acts in addition to the constitutional power 
which the Executive has—if all these things can be done now by 
legislative enactment, would you still favor an attempt to amend the 
Constitution on the subject? 

Mr. McNurr. Well, I should think the legislation of which you 
speak, taking into consideration the present power of the Executive 
and of the Congress, should be enacted now, rather than to wait for 
a constitutional amendment; in other words, to set up the best pos- 
sible structure now and look forward, if needs be. to amplifying 
that structure by using the powers given in a constitutional amend- 
ment. I am against waiting. 

Senator Swanson. As I understand, the present power of the 
President and of Congress also is an unlimited power of condemna- 
tion for public purposes with just compensation. 

Mr. McNurt. Yes, sir. 

Senator Swanson. Now, what good would a constitutional amend- 
ment 7 except to enable you to take property without compen- 
sation 

Mr. McNorr. Well, of course, the theory there might be. Senator, 
that you take the services of men without just compensation. 

Senator Swanson. Well, Congress determines whether the com- 
pensation is just or unjust. Would you favor a constitutional 
amendment to seize all property, conscript all property in the United 
States, and take it without any compensation ? 

Mr. McNurr. Not necessarily. If it were necessary to the suc- 
cessful prosecution of a war, in order to save the Nation, yes. 

Senator Swanson. Do you conceive of any condition in which it 
would be necessary to take all the property of the United States—a 
man’s home, horses, cattle, milch cows, and everything, and make 
it a common property of the United States—vest the title in the 
United States pending the war? And that is the only necessity for 
a constitutional amendment—to take it without compensation. 

Mr. McNurr. That is true. 

Senator Swanson. In time of peace we can take any property 
and Congress determines whether the property is needed, even in 
peace times. 

Mr. McNurr. That is true. 

Senator Swanson. The only condition is you have to pay a just 
and fair price when you seize it. 

Mr. McNutt. Of course, Senator, the question arises in connec- 
tion with what is a taking under the Constitution as it now stands, 
and something less than the actual seizure of that property has been 
held to be a taking. Now the use might be a taking and the use 
might be essential. That is the point I am driving at. 

Senator Swanson. The use is protected. We passed a statute, I 
know, that whenever property is needed we need not delay. due to 
the slow processes of the court; we passed a law to commandeer the 
property, make a fair offer to the man, and, if the man did not accept 
it, we put the title in the United States and let him go in and deter- 
mine what was fair compensation. The same thing was done during 
the war. Secretary Baker says he saw no trouble during the war; 
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with the present powers of commandeering, he could accomplish 
everything desired and needed. The only reason I can see for a 
constitutional amendment is just to vest all the property in the 
United States by Executive order, and would not that dislocate trade, 
commerce, and business, and a man could not sell a lot because no 
man would buy a lot if he did not know where the title reposed, 
would he? 

Mr. McNort. That is quite true; I admit that. 

Senator Swanson. And it would be an absolute dislocation of 
business, of buying and selling, would it not, and would not that 
result in an absolute cessation of trade? 

Mr. McNurr. If it was necessary for the Government to take all 
af the property; yes, ıt would; but one would hope that would not 
be necessary. 

Senator Swanson. Everybody who has advocated this constitu- 
tional amendment has said the Government would then decide what 
it wanted to use and would release the rest, so that they could trade 
and carry on commerce and business; but the object in conducting 
warfare is to dislocate business as little as possible, not as much as 
possible. 

Mr. McNurr. Certainly. 

Senator Swanson. Now, would you favor vesting all property in 
the United States; to take my milch cow into the possession of the 
United States Government and then vest the title to that milch cow 
in the Government—it would be uncertain, if you vested it in the 
Government, until the war was over where the title was, would it not? 

Mr. McNutt. Certainly not, if it were not necessary. 

Senator Swanson. But if 1t were necessary they would vest all 
property in the United States Government aid you would then issue 
an order as to what property you did not wish to take? 

Mr. McNutt. If I may state it briefly, I feel, if it is necessary to 
preserve the Nation, that we should give not only what we are but 
what we have and what we hope to have, without thought of any 
reward save the accomplishment of that purpose. 

Senator Swanson. Under commandeering you can seize it all now 
end let the compensation come in peace time, can you not? 

Mr. McNurr. One point I had in mind was to remove any diffi- 
culties which might arise in commandeering. We might be able to do 
that, as I answered the Secretary a moment ago. 

Senator Swanson. The power to commandeer, as I understand, 
under the present law is unlimited for any public purpose and it 
can be taken to meet the exigencies of war. The only restriction you 
have is the constitutional provision that you can not take private 
property without just compensation. 

Mr. McNurt. Surely. 

Mr. McSwatrn. But it does not have to be in advance; that com- 
pensation may be postponed to suit the pleasure of the Government. 

Senator Swanson. And we did postpone a great deal of it in 
the last war, and that is not settled yet. 

Secretary HurLeY. To get back to fundamentals—you will pardon 
me, and please do not assume that my questions reflect my own ideas, 
but they will be to attempt to get your ideas on the subject. 

Mr. McNutt. Yes, sir. 
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Secretary HurLeY. The soldier organizations of the Nation have 
one purpose in view, that is to make the economic burdens of war 
fall with equal weight on every element of the citizenship of the 
Nation; that is, so far as the economic burdens are concerned. Then 
they carry the corollary that it is unjust and unpatriotic to require 
one citizen to die for the Republic while another one is profiting by 
a war. That is fundamentally the attitude? 

Mr. McNurt. That is true. 

Secretary HurLeY. Now, in the accomplishment of that, the organ- 
izations do not care much how it is accomplished, if it is accom- 
plished; is that correct ? 

Mr. McNurr. That is true. 

Secretary HurLeY. Now, if the powers-—statutory, constitutional, 
and implied powers—are sufficient to do that, do you still insist on a 
constitutional amendment ? 

Mr. McNutt. No, indeed. If they are-sufficient, then use them. 

Senator Swanson. The Secretary of War has suggested that if you 
would enumerate in a constitutional amendment certain powers of 
the President and he now has unlimited implied powers to wage war, 
he judges what it is necessary to commandeer, only limited by the 
question of compensation—if you would enumerate certain powers, 
would not that weaken the general doctrine of unlimited implied 
powers to wage war, by enumerating certain powers? 

Mr. McNutt. That is, by the very enumeration you limit? 

Senator Swanson. You exclude everything else. 

Mr. McNutr. You exclude everything else. 

Senator Swanson. If that was made a part of the Constitution; the 
only objection I have, if it is one, is the fact if you enumerate what 
the war powers of the President are, that would cover all the powers 
he has and limit their extent; whereas in the Constitution the fathers 
really gave unlimited power to wage war, where national defense is 
concerned, and he alone and the Congress are the judge of the means 
to do it. We give him the money and he expends it for that purpose. 
Now, to what extent do you thing the enumeration of certain powers 
would ee the general implied powers that are left in the Consti- 
tution ? 

Mr. McNurt. Of course that exclusion must come likewise from 
an interpretation of the entire document. Merely because certain 
powers are set out does not necessarily mean that all other powers 
are excluded. 

Senator Swanson. Well. 1f the implied powers in general include 
those that are enumerated, what is the necessity for enumerating 
them ? 

Mr. McNurr. Well, the removal of any doubt which might exist. 
I am not insisting upon it. 

Senator Swanson. The only doubt that does exist, which is true, 
is that the Constitution prohibits anybody from taking property 
without compensation. 

Mr. McNurr. That is true. 

Senator Swanson. You take one man’s plant, that is worth $10,000,. 
and another man’s plant that is worth $100,000; you might not want 
to take the one that is worth $100,000. Would you want to con- 
fiscate all and put it in the power of the Nation to confiscate all? 
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Mr. McNurr. But many times, of course, the Nation would not 
want to keep that thing permanently; it would merely want to use it. 

Senator Swanson. We have that right now. We seized anything 
we wanted in the World War. 

Mr. McNurr. I understand all that. 

Senator Swanson. I would like to know wherein the power of 
commandeering and the implied war powers of the President need 
any constitutional amendment. If you need it, you ought to have it. 

Mr. McNurr. Well, the only purpose would be to remove some of 
the doubt which has been cast by some of the decisions of the United 
States Supreme Court on the power. It might be an interference 
and, if it were an interference, then some provision should be made 
beforehand rather than afterwards. 

Senator SwANsoN. Could you name a case in which the power to 
commandeer and the implied war powers of the President would not 
enable him to get any property he desired, if the Government would 
ultimately give compensation? Do you know of any decision of the 
Supreme Court that has been contrary to that? 

Mr. McNutt. No. In the Mitchell +. Harmony case (54 U. S. 115) 
the court said: 

Unquestionably in such cases the Government is bound to make full compen- 
sation to the owner, but the officer is not a trespasser. 

And the same question was in United States v. Russell (80 U. S. 
623). in the taking of steamships, where the question was on the 
amount of money the plaintiffs were to obtain by the Government by 
reason of the taking, and the court held—first of all, the decision was 
put squarely on the ground of the constitutional necessity of compen- 
sation being made and, furthermore, that the paa who was 
demanding a larger sum than the Government thought he was en- 
titled to, was entitled to the larger sum. 

Senator Swanson. Now, under a statute we passed this year, 
authorizing buildings to be condemned for public purposes, we 
authorized them to seize the property and proceed with the building 
and let the compensation come afterwards, even in time of peace, so as 
to hurry up this program of the construction of public buildings. 
The lawyers say that is constitutional, so long as we fix the method 
by which he can get his compensation, and give him his day in court. 

Mr. McNurr. If that can be done and the legislation can be so 
framed, then there is not any necessity. The observation I made 
was in*direct connection with the specific legislation proposed under 
what was known as the Capper-WJohnson bill. 

Mr. Hapuey. If the experience of the Government in time of war 
has been that the power of commandeering under the Constitution is 
adequate, based upon just compensation, then the only object of a 
constitutional amendment on this subject which we are discussing 
would be to limit, or to provide that we could take it without just 
compensation, is it not? | 

Mr. McNurr. That was Senator Swanson’s question a moment 
ago. 
Mr. Haptey. Yes; in a sense that and I understood vou to say, 
in an earlier statement, that you would favor a provision which 
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would, in case of necessity to preserve the Nation, permit the taking 
of property without just compensation. 

Mr. McNurt. Yes. 

Mr. Havey. Then the whole question obviously resolves itself not 
into the question of the necessity for an amendment, primarily, but 
into a question of policy? 

Mr. McNurt. Whether we can imagine such a case would ever 
arise. | 

Mr. Hapiry. The question then primarily for the commission to 
decide would be the question of policy—whether we would want to 
recommend an amendment to the Constitution to provide for such 
power as that. 

Mr. McNurr. Certainly; that is one question before the commis- 
sion. 

Mr. HapLey. Then the question would come, if that policy was 
determined, on the form of the amendment to carry it out? 

Mr. McNurt. Yes, sir. 

Mr. Habuey. I do not ask this question to reflect any opinion of my 
own on this subject now, but to get a clear understanding of the 
situation. On the general question of the implied powers in the 
Constitution residing in the President in time of war, as Commander 
in Chief, any amendment that might be written in the Constitution 
touching that subject upon a given proposition—and here we are con- 
sidering one proposition—would be in the nature of an express limi- 
tation upon his implied powers, would it not ? 

Mr. McNurr. Well, that would depend upon the phraseology of 
the amendment. 

Mr. HapLey. It would at least define just what his power should 
be on that particular subject ? 

Mr. McXurrt. Unless it were to make those powers unlimited. 

Mr. Haptey. Well, if they are unlimited under the implied powers, 
anv express provision of the Constitution 

Mr. McNurr. Would not be helpful. 

Mr. Haptry. No; it would be a limitation of his powers and would 
not be helpful? 

Mr. McNurr. Quite so. | 

Mr. Hapiey. You sav that would not necessarily relate to other 
implied war powers of the President, but only that dealt with in 
the amendment. Therefore, to come right down to brass tacks, this 
amendment which we are now discussing, if written into the Con- 
stitution, would be in effect a limitation on the implied powers of the 
President under the Constitution and be a limitation to the express 
terms of the amendment itself, would it not? 

Mr. McNetr. Well, we are talking about an amendment which is 
not before us. Of course, if there were express limitations, the 
argument would be made that would be a limitation upon the implied 
powers. 

Mr. HanLeY. Of course, that would be true. I was assuming 
in the amendment there would not be any express limitation upon the 
powers of the President on the subject, but merely an enumeration of 
powers as distinguished from the broad field of which it is an im- 
portant part. 
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Mr. McSwain. Mr. Secretary, may I ask, on behalf of the com- 
mission, that the colonel take the brief of Mr. Baruch and study it 
with reference particularly to the proposition to freeze prices, and 
see whether or not, upon reflection, the colonel would conclude, as 
a lawyer, that a constitutional amendment would be necessary to 
enable the Congress and the President to exercise any such power or 
whether it exists now under the general power to make war in both 
the President and the Congress. We have been talking a good deal 
here about the implied powers of the President; we must remember 
there are a good many implied powers of Congress, too. 

Mr. McNorrt. That is true, sir. 

Mr. McSwain. The only war-making power of this Nation re- 
sides in Congress and the war-making power is absolute and unlim- 
ited, to wit, whatever power is necessary in order to preserve the 
Nation’s life by war. want the colonel at least to consider that. 
That is all I have. 

Mr. CoLLins. You have made quite a number of speeches over 
the country on this general subject $ 

Mr. McNorr. Yes, Congressman. 

Mr. CoLLixs. And you have told people around over the country 
that vou want to take the profits out of war? 

Mr. McNurr. That is true. 

Mr. CoLLins. Now, as I understand it, you are coming in here 
and taking back everything you have been saying? 

Mr. McNutt. I have not, to my knowledge. 

Mr. Corns. Well, if you are willing for the status quo to exist, 
or continue to exist, and we know that profits have been made out 
of war, and if the status quo is permitted to exist in the next war, 
profits are going to be continued to be made just as they were in 
the last war—you know that? 

Mr. McNvurr. Not necessarily. 

Mr. CoLLiNs. Oh, you have got to restrain human nature; other- 
wise it will be so. 

Mr. McNutt. Well, not under the proposal to freeze prices. 

Mr. Cotirxs. Well, you know very well that under the Constitution 
of the United States if you freeze the price of some material that 
I am producing and I am not making a reasonable return upon my 
investment the courts would strike that down as a taking without 
due process of law. You know they have repeatedly done that? 

Mr. McNurr. Well, of course, what is due process of law? 

Mr. CoLtixs. Well, you know that in case after case the courts 
have held that concerns and corporations had the right to make a 
certain return. Some of these returns have been held to be as high 
as 8 per cent, and if you should so freeze prices that I could not 
make 1 per cent or any per cent, if I should go to court the court 
would hold you had taken my property without due process of law. 
They have done that before. 

Mr. McNetr. Of course, to give any definition of due process of 
law would mean to list all of the cases in which the court has held 
that a certain thing is due process. 

Mr. CoLrixs. Oh, I realize that the courts have been muddy on 
the subject; but they have repeatedly held that 1 per cent and 2 
per cent and even 5 per cent was a taking of property without due 
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process of law. And the freezing of prices would mean in many 
Instances a person would have his property taken away from him 
without a reasonable return. 

Mr. McNurr. Is not that based upon the assumption that if he 
were permitted to go free because of the exigencies of war he would 
be able to get more out of his property? Yet if all prices were fixed 
would that be true? 

Mr. Corns. I am asking you the question if the freezing of 
prices would not in many instances mean that the person would not 
make a just return? 

Mr. McNutr. I am not prepared to answer that catagorically until 
I give it some more study. 

Mr. CoLLIixs. Now, the fifth amendment to the Constitution merely 
says that property can not be taken without due process of law; in 
other words, a just return upon the investment. Now, would you 
be willing in order to equalize the burdens of war to so amend that 
section of the Constitution as to provide—and you say you have been 
in favor of equalizing the burdens of war 

Mr. McNurr. Yes, sir. 

Mr. CoLLINs (continuing). That human beings could not be drafted 
either into the Army or industries unless they were given the salaries 
that they had prior to going into war? W ould you not be in favor of 
treating individuals as w ell as you treat private property ? 

Mr. McNerr. Well. there are certain other considerations that go 
into service, Mr. Congressman. Besides 

Mr. Couns. That would more or less equalize it; it would equalize 
it to a larger extent than it is now. If I interpret ‘correctly some of 
vour speeches, if vou are going to freeze the price of soap 

Mr. McNurr. You are going to freeze the prices of men, are vou? 

Mr. CoLLixs. Why not “freeze the price of men; why prefer soap 
over men ¢ 

Mr. McNutr. Well, first of all, military service is one of the obli- 

gations that rests upon every able-bodied man in this country. That 
is one of the prices he pays for the benefits of his e itizenship—— 

Mr. Coturys. I quite agree with vou about military service being 
necessary, but now we are fixing the price we are going to pay for 
military service. 

Mr. McNutr (continuing). And the man who serves would be 
perfectiv willing to take that which the Government gives him dur- 
ing that period, if he knew that all of the others in the country were 
not making profits out of the war. 1 do not mean by that vou are 
going to take away all profit from business; but I mean profits 
arising from the war. 

Mr. CorLins. The only difference between us is this: Your plan, 
if I interpret your speeches correctly, is to limit the profits of some. 
Now. the amendment of the Constitution I have just suggested to you 
would merely be to equalize prices. Instead of lowering some, as 
would be the case as to soldiers, why not raise the price of soldiering, 
tor example? That would be another way of equalizing it? 

Mr. McNurr. The two things of which we are talking are not 
comparable, for this reason: A man who enters the Army is going 
into a different business and the price of that service has heen de- 
termined before. The man who is producing in a plant is following 
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the same business. Now, if he is kept on the same level as he had 
before, the man who is serving in the Army will be perfectly satisfied. 

Mr. CoLLixs. You think then there ought to be a discrimination 
in favor of property as against the time of individuals? 

Mr. McNurr. I think the Congressman’s question is a bit unfair. 
Of course not. 

Mr. CoLLixs. Well, is not there a discrimination if you are going 
to freeze the prices of articles and not freeze the prices of labor, 
whether it is used in soldiering or in a manufacturing plant? 

Mr. McNurr. Well, of course the whole point is that 1f you freeze 
the prices of the things we use you are going effectively to freeze the 
price which was paid for service, are you not ? 

Mr. Corns. Is that so? 

Mr. McNurr. Well, that would be the normal reaction; because, 
of course, we have one fundamental economic law of supply and 
demand. We realize, of course, when you take out a certain number 
of men to serve in the armed forces you have decreased the number 
of workers, and, therefore, those remaining will be able to get more 
for their services—because there is less competition. That might be 
the case—I do not know whether it would be now or not—because we 
have more unemployed than we had in the armed forces. 

nae aaa You have given your approval to the Capper-John- 
son bill? 

Mr. McNutt. No; I have not. 

Mr. Corns. You have not? 

Mr. McNurr. No; I have not. I said I thought there were some 
oak tan to it on the ground of constitutionality. 

Mr. Coruıns. Well, that is only as to the taking of private 
property. 

r. McNurr. Yes; that is true. 

Mr. CoLLiNs. Otherwise you approve it? 

Mr. McNetr. Yes; that is true. 

Mr. CoLLiNs. You approve the other features of it? 

Mr. McNutt. Yes, sir. 

Mr. CoLLiNs. Of course you know that it is impossible to equalize 
the burdens of war? 

Mr. McXNurr. Nothing is impossible, Mr. Congressman. 

Mr. CoLLixs. Well, you know you can not make people make the 
same amount of money. 

Mr. McNurtr. What do you mean by that, sir? 

Mr. CoLLixs. The equalizing of the burdens of war merely means 
that everybody is on a financial equal; you know that. 

Mr. McNutt. Not necessarily. 

Mr. CoLLins. Well, what do you mean by equalizing the burdens 
of war, then ? 

Mr. McNutt. Keeping them on the same level, in order that the 
nap ening of a war will not bring to any person any undue profit. 

fr. CoLLins. Well, you merely mean, then, by the equalizing of 
the burdens of war, paving people the same salaries and wages and 
the same prices for articles that were in vogue prior to the existence 
to war? 

Mr. McNurrt. Certainly. 
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Mr. Cotttns. That is what you mean by equalizing the burdens 
of war? 

Mr. McNurr. That is true. 

Mr. CoLLiNs. And you believe in that? 

Mr. McNurr. Certainly. 

Mr. Coris. And in the next breath you believe in taking a man 
who has been making $250 a month and putting him in the Army for 
$30 a month, and that is your way of equalizing the burdens of 
war. is it? 

Mr. McNurr. Well. of course, he is merely performing one of his 
duties as a citizen when he does that. That is part of his life’s 
program if it happens during his life. 

Mr. Cottrys. And you believe in that? 

Mr. McNrrr. It is all right. 

Mr. Corns. And that is what you have been advocating? 

Mr. McNurr. Yes. 

Mr. McSwars. You take this same citizen who has been making 
$50 or $100 a day, as a doctor. or as a lawyer, or as an industrial 
leader, and you draw him into the jury box and pav him from three 
to five dollars a dav. do vou not? 

Mr. McNutt. Yes, sir. 

Mr. McSwain. In peace time? 

Mr. McNorr. Yes. sir; that is a part of the duty of citizenship. 

Mr. McSwain. Jury duty, soldier duty, and many other duties, 
area part of the duty of citizenship ? 

- Mr. MeNurr. Yes, sir. 

Mr. Corriss. But when you put a man on the jury, vou do not 
take him out of his line of employment. for two or three vears: you 
merely take him and put him on the jury usually for about a week. 

Mr. MeSwars. You keep him even from going home to see his 
folks. if necessary. 

Mr. McNutt. If vou draw him on the regular panel and keep 
him on there, he may be out for a period much longer than that. 

Secretary Hrerrey. As a matter of fact, Commander, is not this 
discussion outside of the sphere of this resolution ? 

Mr. MeNerr. One would think so: ves, sir. 

Secretary Herrey. We are now discussing what is technically 
known as selective service. 

Mr. MeNvrr. That is true. and that is net within the scope of the 
resolution, 

Secretary Herrey. And when a man is required, when he comes 
within the age limit and his services are required under the selective 
service which prevailed in the last war. his economie problems, 
as well as his domestic obligations, are inquired into before you 
select him for service, ave they not? 

Mr. McNorr. That is true, 

Secretary Hurrey. His value to the economie strueture and the 
dependence of his family upon him may be absolute bars to his 
selection to render military service? 

Mr. MeNurr. That is true. 

Secretary Hunter. Then when vou have selected a man, who is 
not essential to the economic structure, and who has not that degree 
of obligation to dependents that would require his services at home, 
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that man is inducted into military service, and given a certain 
amount of pay; he is supplied with his food, his clothing, and his 
equipment. Now, what you are saying to-day is that others not 
similarly situated should not gain an unequal advantage by reason 
of the fact, on account of their age, or their responsibility, have been 
required to remain in industry? 

Mr. McNotr. Quite true. 

Mr. Cotitns. With all due respect to the Secretary of War. a 
reading of the purposes of this commission would not seem to 
bear Ifim out. I will read them: 

That a commission is hereby created to study and consider amending the 
Constitution of the United States to provide that private property may be 


taken by Congress for public use during war and methods for equalizing 
the burdens and to remove the protits of war. 


And so forth. 

Certainly that method of equalizing burdens applies to human 
beings as well as to property and I take it that under the very 
terms of the resolution we can go into any method that undertakes 
the equalization of the burdens of war. The language of the resolu- 
tion gives us power to remove inequalities wherever they exist, or 
to recommend methods of equalizing them. 

Secretary HurrLeY. Without getting into an argument as to the 
purpose of the commission, I have not the slightest objection to the 
Congressman pursuing any inquiry he desires to make with regard 
to the selective-service system tor man power. 

Senator Swanson. Everybody recognized during the war that the 
soldier who did the fighting bore the burden of it for less compen- 
sation than most anvbody else. and the only way that can be cor- 
rected is by giving him compensation, pensions, and equalizing 1t 
as the years progress; and a liberal policy would do that, would it 
not ? 

Mr. McNorr. That is to be considered, certainly. 

Senator Swanson. And the Government always has the power, 
after the war is over, to do justice to those who suffered most ? 

Mr. McNutt. Certainly. 

Senator Swanson. And received less for it ? 

Mr. McNort. Certainly. 

Senator Swanson. You do not think there would be anv necessity 
for passing a constitutional amendment to take all the property and 
vest 1t in the Government in order to equalize the heavy burdens 
the soldier at the front bore, do you? 

Mr. McNetr. Oh, not necessarily. 

Senator Swanson. The Government can do it otherwise. can it 
not? 

Mr. McNutt. Yes; there is that power. The power to tax is the 
power to destroy. 

Senator Swanson. And most of the Members of Congress are dis- 
posed to equalize the injustices of the soldier at the front, are they 
not ? 

Mr. McNrrr. Well, there has been manifested, within recent 
months, a tendency in that direction. [Laughter.] 
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Senator Swanson. But it can be done that way, can it not? 

Mr. McNurr. Yes; it can be done that way. 

Secretary HURLEY. Commander, will you appear again for the 
benefit of the commission, if necessary ! 

Mr. McXNurr. I shall be very glad to do anything that the commis- 
sion desires me to do. 

Secretary HurLeY. Or submit in writing, by brief or otherwise, a 
discussion of the question with which you said to-day you were 
unfamiliar? 

Mr. McNrrr. I shall be glad to. > 

Senator Swanson. Will vou also prepare at some time a statute 
that vou think ought to be passed by Congress for the consideration 
of this commission and recommendation ? 

Mr. McNutt. I had almost sworn off, Senator, on the writing of 
statutes. I did one the year before last affecting corporations. 

Senator Swanson. You impress me as a very thoughtful lawyer 
and a very careful one; you represent the Legion, and I would like 
to know what statute you would recommend in addition to the 
present statutes that exist, so as to be ready for any war that may 
come in the future, to take the profits out of war and equalize the 
burdens, as far as we can subsantially do so. 

Mr. CoLLINs. Or the constitutional amendment, if he thinks that 
is necessary. 

Mr. McNutt. Senator, I am not here as the representative of the 
American Legion, because I do not have any official capacity. The 
present national commander is the only one who is authorized to 
speak for that organization. I am not. 

Senator Swanson. I would like you to look over these various sug- 
gestions carefully and send us a law or the form of a statute you 
think it would be well to pass at this time, to remedy the conditions 
you complain of. 

Mr. McNurr. I shall be glad to do what I can in that regard, sir. 

Senator Swanson. That is all any man can ever do. If I did not 
think you could do it quite well, 1 would not ask you. | 

Secretary HURLEY. ‘Thank you very much for the service you have 
rendered the commission. 

Mr. McNetr. Thank you, Mr. Chairman and gentlemen. 

Secretary HurLeY. The next witness will be Mr. George N. Peek. 
Mr. Peek was a member of the War Industries Board, chairman of 
the Industrial Board, Department of Commerce, in 1919. and has 
been a writer of numerous articles on a national agricultural policy. 


STATEMENT OF GEORGE N. PEEK 


Mr. Prek. Mr. Chairman and members of the commission, when 
I received your telegram I noticed in the newspapers about the same 
time Mr. Baruch’s appearance before your commission, and I wired 
him and asked him to send me a copy of his report, if he would, which 
I received yesterday. I read that report on the train coming down 
from Chicago yesterday and I concur in the recommendations Mr. 
Baruch makes, with one exception, to cover which I suggest a short 
paragraph, less than 50 words, which I will come to a little later. 

Before proceeding, however, may I say that I came to Washington 
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at the instance of Mr. Willard in the fall of 1917 and was identified 
with the War Industries Board as commissioner of finished prod- 
ucts and, at the conclusion of the war, I remained in Washington 
with Governor Ritchie of Maryland, who was counsel for the board, 
and closed up the affairs of the board. 

I regard Mr. Baruch’s contribution as the greatest one that has 
come to my attention since the war on this subject by the best qual- 
ified man to speak on the subject because he not only had the ex- 
perience during the war, but he has studied the subject continuously 
since. There is one phase of the work of the War Industries Board 
which he has not touched on and I merely want to refer to that in 
passing, because I think you will want to get before this commission 
every angle of the war activity that occurred, and that particular 
phase is the part played by the fire insurance companies in their 
war fire prevention work. The supervision of fire prevention was 
placed in the War Industries Board, a representative was placed in 
charge of that division, and the fire insurance companies volunteered 
their services in carrying on the inspection and precautionary work, 
and did it so well that I think there was but one report of a rather 
insignificant fire in a war plant during the war. I regard that as 
of sufficient importance to make mention of it in passing. 

The general principles followed by the War Industries Board 
were commented upon in the spring of 1919 in a German newspaper, 
in an editorial, in some such manner as this, “ had Germany, in the 
conduct of her industries, adopted the policy which was followed 
by the United States, the result of the war might have been different.” 
It merely indicates the regard which they attached to the method 
adopted in this country, which, as Mr. Baruch indicates in his 
pamphlet, was largely voluntary cooperation, backed by power in 
the board. 

I do not know whether or not you have before your commission 
a copy of the letter President Wilson wrote to Mr. Baruch in 
appointing him chairman of the War Industries Board; but, if that 
is not in your record, I am sure you will want to get it and to see 
that it is put in the record. You will be your own judges as to 
whether that was authority, or whether it was not authority; but it 
was sufficiently comprehensive so that no department of the Govern- 
ment, I mean the War Department, Navy Department, the Shipping 
Board, or any of the rest, ever challenged the right of Mr. Baruch 
to proceed. 

n connection with the reservation which I want to make in Mr. 
Baruch’s pamphlet, in connection with the freezing of prices, I can 
not concur in the thought of freezing agricultural prices on anythin 
like the level that they have been since the war, as compared ith 
industrial prices and, to cover that point, I suggest in principle a 
paragraph something like this. I do not mean that it is in legal 
form as it should be written, but I think it is sufficiently compre- 
hensive to indicate what I mean. After the first paragraph, on page 
36, where Mr. Baruch reduces his discussion to statutory require- 
ments, I urge the insertion of this paragraph: 

In the case of agriculture, agricultural prices shall be established in relation 
to industrial prices upon as favorable a basis at least as they bore to indus- 


trial prices in the five years immediately preceding the World War, from 1909 
to 1914. 
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In explanation of that, I may say that Mr. Baruch’s conclusions 
are based on the presentation he makes in the last paragraph, on 
page 7, and concluding at the top of page 8, and in the first half 
of the second full paragraph on page 8. He savs: 

The obvious norm is the whole price structure as it existed on some ante- 
cedent date near to the declaration of war on which the normal operation of 
the natural law supply and demand can he said to have controlled price. That 
determined, we need a method of freezing the whole price structure at that 
level. The obvious way to do this is simple—by a proclumation to decree 
that every price in the whole national pattern as of that determined date 
shall be the maximum that may thenceforth be charged for anything—rents, 
wages, interest rates, commissions, fees—in short, the price for evezy item 
and service in commerce. 


Then, in the second paragraph following, he says: 

In the national pattern of peace, all economic forces are operating under 
the workaday influencees of thut natural law. Prices, production and finance 
all are, factors of competition, in other words, of that law. 

Now 1 do not want to take the time of the commission to enter 
into a discussion of the economic structure of that price basis, unless 
you desire to do so, but 1 will be very glad to do it, if you do care 
to have me do so. ~~ 

Senator Swanson. How could you fix prices without a constitu- 
tional amendment and the Government not be liable for damages that 
accrued in fixing them too low? 

Mr. Preex. I am not suggesting anything about a constitutional 
amendment. 

Senator Swanson. I say if you did not have a constitutional 
amendment for fixing prices and you did, under statute, fix the 
prices all over the United States 

Mr. Perk. You mean freeze the prices that prevail. 

Senator Swanson. Freeze the price, say, of cotton, tobacco, or 
any other industry, or fix the prices so that they did not make money, 
would the Government not be liable for damages that accrued in 
fixing them too low? 

Mr. Prex. Senator, I am not a lawyer and I am not prepared to 
discuss the legal aspects of it; but I know from my experience in 
the War Industries Board that prices were reached by agreement 
with industries during the war and I understand Mr. Baruch’s 
presentation to contemplate that sort of procedure; because, after 
freezing the price, he provides for an appeal in his proposed memo- 
randum for legislation. 

Senator Swanson. Then his appeal is for the Government to 
determine—— 

Mr. Peek. For the President. 

Senator Swanson. What is a fair and just price for that industry ? 

Mr. PEEK. Yes. 

Senator Swanson, And that would be final. I think that would 
be legal, if the President decides that was a just and fair price and 
might not require a constitutional amendment to do it; because 
he has his day in court, 1f the President is made the judge. 

Mr. Prex. Well that is proposed in his recommendation for legis- 
lation in section 8, on page 36. It says: 

Whenever in the sole discretion of the President he shall determine that any 
maximum price, wage, rent, rate, commission, or reward, should be adjusted 


either upward or downward, he is hereby authorized to make and proclaim 
such adjustment, and such adjustment shall have the full force and effect.. 
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under this statute, of such price, wage, rent, rate, commission or reward, before 
such adjustment. 

Mr. CoLLins. Well, that is not any Judicial determination. 

Senator Swanson. I am not prepared to say that would be a 
judicial determination; I have not looked at it sufficiently carefully ; 

ut what bothers me about a proclamation fixing all prices and 
freezing them, unless you have a constitutional amendment, is that 
for my tobacco, cotton, wheat, they could fix the price so that there 
is no remuneration, and I am damaged by it; I have lost money by 
it. And the fixing of the price is almost like taking property, be- 
cause they can not sell it except at that price. There is very little 
difference. 

Mr. Prex. Well, what Mr. Baruch obviously is seeking to accom- 
plish is to prevent such skyrocketing of prices as occurred in 1917, 
when you will recall that steel, for example, went to 4 or 5 cents a 
pound and then, by agreement with the price-fixing committee, to 
which he refers in his memorandum, the price was established at 
around 3 cents. 

Senator Swanson That was done voluntarily, though, was it not? 

Mr. Perk. By agreement with the committee; yes. 

Mr. McSwarn. Of course the big stick priority was behind the 
door all the time. 

Mr. Peek. Surely. Under our competitive system, if Mr. A won’t 
agree, and Mr. B will agree—— 

Mr McSwain. Mr. B gets the business and Mr. A holds his hands. 

Mr. Prek. Exactly. 

Secretary Hurury. That is all, Mr. Peek. We thank you very 
much for the assistance you have given us. 

Mr. Peek. Thank you, Mr. Chairman and gentlemen. I want to 
reserve the privilege, if I may, in studying this report more care- 
fully, to submit any suggestions? 

Secretary HurLey If you have any further remarks to make on 
it, you may do so in writing, or appear again in a public hearing. 

Mr. Prex. Thank you. 

_ (The commission thereupon adjourned until Monday, March 16, 
1931, at 10 o’clock a. m.) 


Wasuincron, D. C., March 16, 1951. 

The commission met at 10 o'clock a. m., March 16, 1931, in the 
minority conference room, Senate Office Building, Washington, 
D. C., Hon. Patrick J. Hurley (chairman) presiding. 

Secretary HurLeY. Gentlemen of the commission, our first wit- 
ness this morning will be Mr. Eugene Meyer, governor of the Fed- 
eral Reserve Board; advisor on nonferrous metals to the War In- 
dustries Board in 1917; director of the War Finance Corporation, 
1918 to 1922, and member of the Farm Loan Commission of the Fed- 
eral Farm Loan Board, 1927. 


STATEMENT OF EUGENE MEYER 
Mr. Meyer. Control of financial operations during war is only 


one element in the broad general problem of financing the operations 
of war. The broad general problem involves the raising of funds 
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for war-time expenditures by the government involved. both for the 
expenditures of the government itself, and for advances to its allies, 
if any. and it also involves many collateral problems such as protec- 
tion of the financial markets for the government’s own operations, 
the effect of such operations on the banking system of the country 
and, as a necessary corollary, some form of financial assistance to 
private enterprises necessary or contributory to the prosecution of 
the war. or to the maximum possible maintenance of normal private 
life on the part of the noncombatant population. Financial control 
and financial assistance must also look forward to some extent to the 
problems of peace and reconstruction, though there is danger here in 
confusing the certain and known needs of war with the uncertain 
and unknown requirements of the period immediately following the 
war. 

The method of financing a war, and the financial controls and 
corollary assistances required, of course, depend upon the type and 
size of the war operations, the number of nations involved, the 
extent and character of their interrelations, and the social and 
economic conditions existing in the belligerent nation at the time. 
Therefore we can generalize very little with regard to underlying 
principles, and my remarks will be devoted largely to a review 
of finances and financial controls during the participation of the 
United States in the World War (April 6. 1917, to November 11. 
1918) with comments on the lessons that have been learned and the 
inferences that may be drawn, if any, with regard to financial con- 
trol in any other wars in which this Nation might be involved in 
the future. 

COST OF THE WORLD WAR 


The World War, commencing almost out of a clear sky in August, 
1914, finally drew into the conflict most of the nations of Europe, 
all the Americas north of Mexico, nearly all of Africa and more 
than half of the area and population of Asia. It involved as bellig- 
erents probably nearly three-quarters of the world's population, and 
affected to a profound degree the foreign and domestic commerce, 
and even the internal affairs and private lives of practically all the 
peoples of the few neutral nations. 

The cost of the World War in money has been estimated at ap- 
proximately $186,000,000,000. To get some measure of what this 
colossal sum means, it is interesting to note that the entire value 
of all property in the United States, i. e., the entire wealth of the 
United States. was estimated by the Census Bureau at $186.000.- 
000.000 in 1912. It is also of interest to note that just prior to the 
outbreak of the World War the total public debts of all the nations 
of the world war and their subdivisions were estimated at approxi- 
mately $42,900.000,000. If the extent of the World War costs had 
been foreseen In advance, and if the statement had been made that 
the World War would cost a sum in dollars equal to the then esti- 
mated wealth of the United States, the richest nation in the world, 
and more than four times the total outstanding public debts of the 
nations of the world, the financing of such an operation would have 
been set down as incredible and impossible. 
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As a matter of fact, at the beginning of the war many authorities 
stated that its duration necessarily would be very brief because of the 
impossibility of financing the immense military operations involved. 
Competent authorities stated that within a comparatively few months 
the entire financial structures of the governments involved would 
break down under the strain; yet, in the face of the apparent impossi- 
bilities, the World War continued for somewhat more than four 
years, bringing in from time to time additional nations and pro- 
ceeding on an ‘increasingly larger scale. 

The lesson to be learned from this is that the course of war depends 
upon resources in man power, supplies, and morale, and that finance 
is only incidental to these, for, after all, money is only a medium of 
exchange, and to the extent that men, material, and morale are avail- 
able some medium of exchange will be available or will be developed 
so as to permit their continued functioning to the maximum limit, and 
this limit will not be imposed by any considerations of finance existing 
at the outbreak of the war. 


METHODS OF FINANCING THE WORLD WAR 


The financial problems of the World War were met in different 
ways by the different nations involved, depending upon controlling 
conditions. The principal European Zen financed their 
operations largely through currency inflation in varying degrees. 

The methods adopted by the Government of the United States . 
necessarily were based upon the situation of the country as a whole 
at the time of our entrance into the World War, and it is important 
to review these briefly, for the reason that they bear such an impor- 
tant relation to subsequent financial developments. 

It was fortunate that the World War found the United States in a 
strong economic and financial position. The Federal reserve act had 
been passed in 1913, just in time to be of use in the period of financial 
disturbance and readjustment following the outbreak of the war in 
August, 1914. Also. the United States entered the World War 
ae three years after the war had commenced and therefore had 
an adequate e within which to readjust its affairs, its banking 
structure, and its finances to war-time conditions. Furthermore, the 
citizens of the country. as neutrals, had had extensive dealings with 
the belligerents. By the time of our entry into the World War 
income and production were at the highest levels that had ever been 
reached, the banking structure was sound, the condition of the Treas- 
ury was good, and the gold supply was at the highest level in history. 
It is interesting to note in this connection that the stock of gold in 
the United States increased from $1.858,708,000 on July 31, 1914, to 
$3,156,264.000 on October 31, 1918, and was then Grew hae over one- 
third of the entire stock of gold in the world. It is also interesting 
to note that there had been an immense expansion in our foreign 
trade, the favorable balance of trade having increased from $470.- 
000,000 for the fiscal year 1914 to over $2,135,000,000 for the fiscal 
year 1916. With the establishment of the Federal reserve system the 
country had been able to adjust itself with surprising ease and 
rapidity to all these conditions. | 
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COST OF OUR PARTICIPATION 


The total operating expenses of the United States Government in- 
creased from an average of $2,578,000 per day in January, 1917, to a 
peak of $55,168,000 in November, 1918. It has been estimated that 
the United States Government spent, in round figures, $22,978,000,000 
on its own account in the World War and in addition advanced, to 
July, 1919, approximately $9,102,000,000 to its allies in the war, mak- 
ing the total financing involved some $32,080.000,000. This figure 
does not include advances to the War Finance Corporation and sev- 
eral smaller items. With these items the total. cost, including 
advances to allies, is said to have been approximately $32,427,000,000. 


METHOD OF FINANCING UNITED STATES EXPENDITURES 


The program of the Treasury at the commencement of our par- 
ticipation ın the war was to finance approximately one-third of the 
total expenditures, including loans to foreign governments, out of 
taxation and other current income, and the remainder through loans. 
After the close of the war it was estimated that 29 per cent of the 
total cost had been paid from current revenues and the balance from 
loans, which under the circumstances represented a fairly close 
realization of the aims of the Treasury. 

The amount raised by loans therefore was approximately $23,000,- 
000,000, of which approximately $21.433,000,000 came from the sale 
of Liberty bonds and Victory notes. nearly $1,000,000,000 from the 
sale of war-savings certificates, and the balance from certificates of 
indebtedness and other sources. 


LIBERTY BONDS AND VICTORY NOTES 


About 93 per cent of the money raised by the United States Gov- 
ernment from loans during its participation in the war was through 
the issue of Government obligations known as Liberty bonds and 
Victory notes. In this financing it had the benefit of European expe- 
rience and, in addition, was able to operate under very favorable 
circumstances, for the reason that the existing Government debt was 
very small and Government expenditure was normal. On the other 
hand, the amounts required to be raised were far beyond any sums 
which might have seemed probable a few years earlier, for the reason 
that the United States entered its war finance program at a high 
level of prices and in rising labor and commodity markets. 

These financing operations commenced in 1917 with the first Lib- 
erty loan and concluded after the armistice with the Victory loan. 
The interest rates carried by the various issues increased from 314 
per cent in the case of the first Liberty loan to 434 per cent for the 
Victory loan. 

The drives to place these loans involved propaganda of various 
sorts, chiefly, however, appeals to patriotism, stimulated by mass 
meetings and, in general, all the well-known and widely used devices 
available for the purpose of increasing public interest and encour- 
aging public participation. The first Liberty loan was oversub- 
scribed 52 per cent and the second 54 per cent, the latter representing 
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the peak of oversubscription. The third Liberty loan was oversub- 
seribed 39 per cent, the fourth Liberty loan, which in amount was: 
double that of any preceding issue, 161% per cent, and the Victory 
loan 162% per cent. 

The total subscriptions to Liberty bonds and Victory notes aggre- 
gated $24,072.000,000, of which $21,435,000,000 was allotted and 
$21,433,000,000 finally paid in. l 

The war-savings certificates, aggregating slightly less than $1,000,- 
000.000, were an incidental part of the financing program, represent- 
ing less than 5 per cent of the amount raised through Liberty and 
Victory loans, and were intended to broaden the participation of the 
yublic'in the program of war finance by providing a means for the 
investment of comparatively small sums. l 

The banking system of the country became a very essential part 
of the financing operations conducted through the sale of Liberty 
bonds and Victory notes, for many purchases of these issues were 
made on borrowed money. In particular, the drive in connection 
with the placing of the third Liberty loan issue made use of a 
slogan, “ Borrow to buy,” which resulted in a large increase in bank 
loans on Liberty bonds. As an illustration. the loans in the Federal 
reserve banks on war paper rose to $642,429,000 on April 26, 1918, 
which at that time represented 71.2 per cent of all paper discounted 
at the Federal reserve banks; these loans increased to $1.467,000,000 
by December, 1918. 

Since the funds raised through the sale of the various Govern- 
ment issues came in at varying intervals and the expenditures went 
on continuously and at a constantly accelerating rate, it was neces- 
sarv to resort to the issue of temporary certificates of indebtedness 
in the periods between the funding operations. As an illustration, 
$4.660,000,000 of certificates of indebtedness were issued in antici- 
pation of the fourth Liberty loan, and $6,157,000,000 in anticipation 
of the’ Victory loan. The total issues of certificates of indebtedness 
during the war aggregated nearly $30,.000,000,000. The Treasury 
placed these certificates of indebtedness through the 12 Federal 
reserve banks as its fiscal agents. 


FINANCIAL CONTROL; CAPITAL ISSUES COMMITTEE 


The immense volume of financing operations carried on by the 
United States Government during its participation in the war almost 
preempted the security markets in the United States, since these 
issues necessarily had priority over all others. The people through- 
out the country, having had the benefit of high wages and high 
prices for commodities, and acquiring the habit of purchasing secur- 
ities as a result of the various Liberty loan drives, began to develop 
an increasing interest in the purchase of securities of other types. 
Therefore, some measure of financial control was deemed advisable, 
but it is interesting to note that the only specific measure of capital 
control set-up was the formation of the capital issues committee—I 
mean control in the sense of Government direction. 

The capital issues committee was created under Title II of the 
War Finance Corporation act of April 5, 1918. The committee con- 
sisted of seven members appointed by the President of the United 
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States, with the advice and consent of the Senate. The act pro- 
vided that— 


The committee may, under rules and regulations to be prescribed by it from 
time to time, investigate, pass upon. and determine whether it is compatible 
with the national interest that there should be sold or offered for sale or for 
subscription any issue, or any part of any issue, of securities hereafter issued 
by any person, firm, corporation, or association, the total or aggregate par 
or face value of which issue and any other securities issued by the same person, 
firm, corporation, or association since the passage of this act is in excess of 
$100.000. Shares of stock of any corporation or association without nominal or 
par value shall for the purpose of this section be deemed to be of the par value 
of $100 each. Any securities which upon the date of the passage of this act 
are in the possession or control of the corporation. association, or obligor issuing 
the same shall be deemed to have been issued alter the passage of this act 
within the meaning hereof. 

The provision above quoted is the sole definition of the committee's 
powers and it is of particular interest to note that the act contained 
no penalty clause and that therefore the regulations of the committee 
were not legally enforceable. The act as originally drawn contained 
a suitable penalty clause which would have conferred legal powers on 
the committee, but this was eliminated in Congress. Therefore, the 
committee found itself with power to investigate any proposed sale of 
securities, but without means to compel applicants to submit such new 
issues to the committee. However, the committee had behind it tre- 
mendous force of public opinion and patriotic cooperation, the coun- 
try as a whole accepted functions of the committee in spirit, and 
proposed issues were quite generally submitted for its consideration. 

The capital issues committee commenced to function on May 17, 
1918, and continued the operations of an informal body which had 
been constituted by the Federal Reserve Board earlier in the year. It 
ceased active operations on December 31, 1918, and closed up its 
affairs, by direction of the President, on August 30, 1919. During 
the life of the committee it passed upon applications for new security 
issues aggregating $3.777.313.000, of which the total amount disap- 
proved aggregated $917,133,000. This, however, does not represent 
the full measure of its activities, for the reason that numbers of ap- 
plications were withdrawn voluntarily after being presented to the 
committee, and large numbers of prospective applicants yielded to 
informal suggestions made by the committee and its district commit- 
tees that their enterprises or projects should be postponed until after 
the war. In addition, many other proposed issues of securities were 
no doubt deferred or discouraged by the knowledge of the existence 
of the committee or as a result of the committee's public appeals for 
cooperation. 

The function of the capital issues committee was to determine 
whether or not proposed issues were sufficiently in the public interest, 
sufficiently necessary or contributory to the prosecution of the war. to 
warrant their being offered in a market so preempted by the financing 
operations of the United States Government. It also carried out a 
certain measure of public service by discouraging unsound flotations 
for which, as a result of the unusually prosperous economic condi- 
tions of the country as a whole, there was so fertile a field. The 
members of the committee were so impressed by the volume of doubt- 
ful security issues which were being or might be offered to the public 
for sale that the first report of the committee urged the desirability 


WAR POLICIES COMMISSION | 227 


of continuing some form of Federal supervision of securities during 
parra times. This recommendation, however, was never put into 
effect. 

Thus it appears that the only specific financial control exercised 
during the war, using the words in their narrowest sense, was com- 
paratively limited in scope and without legal authority to enforce any 
measure of control. The real control was incidental to other opera- 
tions; such control resulted from the inability of any new enterprise, 
or proposed expansion on the part of existing enterprises, to secure 
without Government approval the men and materials required for 
construction or operation. Obviously, the control of manpower was 
primarily in the War Department through the draft, and the control 
of material was largely with the War Industries Board as far as do- 
mestic allocations were concerned, and with the War Trade Board 
as far as imported materials were concerned. In my judgment, the 
operations of these agencies, through authorizing, licensing, giving 
priority to, or otherwise supporting, essential activities, rather than 
prohibiting unessential activities. constituted the most important and 
extensive control of finances that was exercised during the war. 


SPECIE CONTROL 


Due to the formation of the Federal reserve system at the begin- 
ning of the World War, the specie problems were by no means as 
important as they would have been under our earlier banking system. 
Neither did the United States find it necessary to resort to the 
various methods for collecting coin, particularly gold, used by the 
other belligerents. The reason for this is obvious, in that the 
United States had approximately one-third of the monetary gold 
supply of the world in its Treasury, and through its immense vol- 
ume of export balances in the years immediately preceding our 
entry into the war, we had been accumulating currency, whereas 
other nations, on the whole, were being drained of currency or bul- 
lion to pay for outside purchases. However, the Treasury as far as 
practicable discouraged the circulation of gold coin and also, under 
powers given to the President by the espionage act and enforced 
under regulations administered by the Secretary of the Treasury, 
took control of the export of coin, bullion, or currency from the 
United States. These regulations were abolished by proclamation 
of the President on June 26, 1919, except as to the export of bulhon, 
currency, or coin to parts of Russia. The Treasury appointed a 
gold export committee of three members to control the movement 
of gold. Before the operations of this committee had proceeded 
verv far it was apparent that the control of gold movement was 
quite definitely tied up with problems of foreign exchange. Conse- 
quently, the Treasury, acting through the Federal Reserve Board 
as its agent, set up a division for foreign exchange in New York. 

It became necessary to assist the currency exchange of France, 
Great Britain, and Italy, and, as war restrictions prevented settle- 
ment of trade balances by gold export, everything possible was done 
that war limitations on tonnage would permit to settle balances by 
the export of nonessential commodities. The whole question of 
foreign exchange transactions and settlements involved numerous 
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ramifications, and the material available is too voluminous to permit 
more than passing mention here. l west ot 

Certain specific problems were presented in connection with silver. 
There was a large volume of trade with the Orient involving jute, 
hides, and many other essential war materials. In particular, there 
was a very urgent demand for additional currency for India on 
account of the large volume of necessary war supplies being pur- 
chased there, such as mica,‘jute, shellac, and graphite. The use 
of silver as currency was general in the Orient, and it was necessary 
to make payments there in silver. The amount of silver required 
was far in excess of the available stocks or production outside of the 
monetary reserves of the United States. Consequently the Pitmann 
Act was passed, on April 23, 1918, which authorized the retirement 
of silver certificates, and the melting down of the silver dollars 
held against them, in amounts up to 350.000.000 ounces. The act 
provided that any silver sold must be repurchased later in cor- 
responding amounts at $1 per ounce. 

The United States Government, acting under these provisions, 
nelted down 200,000,000 ounces of silver dollars held under the 
silver certificates and sold this amount to the Government of Great 
Britain, for the use of the Government of India, at $1 per ounce. 
The silver certificates retired were replaced by Federal reserve 
notes secured by United States certificates of dbeas or United 
States 2-year gold notes. As the silver was repurchased from time 
to time later, the Federal reserve notes were retired. 


COROLLARIES TO FINANCIAL CONTROL 


Because of the fact that the Government preempted the security 
markets, and further because of the fact that it exercised some meas- 
ure of control of private finance through the capital issues com- 
mittee, and a very definite control of private operation through 
the control of men and material, as previously mentioned, it became 
necessary for the Government to set up various bodies which could 
aid directly or indirectly in private, or combined public and private, 
financing of operations necessary or contributory to the prosecution 
of the war. Such bodies included the War Credits Board and the 
War Finance Corporation. The War Trade Board, while function- 
ing primarily for the purpose of regulating import and export of 
commodities and preventing trade with the enemy, had an incidental 
relation to financial control because of the bearing of foreign trade 
on foreign exchange. Various auxiliaries of the Government were 
also empowered to make advances of Government funds in the form 
of loans for the purpose of assisting private enterprise in specific 
cases, as, for example, the Emergency Fleet Corporation. 


WAR CREDITS BOARD 


Previous to the war, the law provided that payments on Govern- 
ment contracts could not exceed the value of services rendered or 
goods delivered prior to such payment. In the early stages of the 
war. this situation was met temporarily by furnishing contractors 
raw materials and facilities. However, it became obvious that pri- 
vate finance could not be depended upon for the facilities, supplies, 
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and working capital required in so large a volume for the manu- 
facture of munitions amides Government contracts. This was partly 
for the reason that the markets for private issues were so largely 
preempted by the Government’s own operations, and partly for the 
reason that a considerable measure of risk was necessarily involved 
in financing the construction and operation of plants intended pri- 
marily, and often solely, for war purposes. The situation was met 
by an act passed October 6, 1917, which authorized the Secretary 
of War and the Secretary of the Navy to make advance payments 
to contractors in amounts not exceeding 30 per cent of the contract 
price of supplies purchased “ during the period of the existing emer- 
gency.” ‘This authority in effect suspended for the period of the 
war the provisions of existing law with respect to advances against 
contracts by the Navy or War Departments. 

In order to make possible the necessary control of advances under 
the authority thus conferred, the War Department organized the 
War Credits Board, which, during the period of its active existence, 
approved advances of approximately $248,000,000 and collected all 
but about $1,000,000. As the amount advanced represented only. 
about 1 per cent of the total expenditures of the United States Gov- 
ernment in its own operations during the war, it is obvious that the 
resources of the contracting firms, together with such assistance as 
they were able to obtain from private sources, were sufficient to cover 
the greater part of their requirements. However, a large part of 
the money expended by the Government was for operations under its 
own control and ownership, so that the percentage is not the full 
measure of the importance of the transactions of this financing 


ncy. 

“ho War Credits Board found itself involved rather unexpectedly 
in the broad general problems of financial control on account of in- 
terest rates, in that in the beginning advances were made at 5 per 
cent interest, whereas in time the interest rates through ordinar 
banking channels became much higher. There was therefore a tend- 
ency for contractors to draw away from well-established banking 
credit channels and resort to loans from the War Credits Board as 
a matter of monetary saving rather than war emergency. As the 
board was not seeking to attract business by low interest rates, this 
situation later was met by monthly revision of interest rates in 
consultation with the Treasury. 

Looking back over the history of our participation in the war it 
would appear that the War Credits Board performed a necessary 
function and that a similar organization is perhaps fundamental to 
the successful financing and financial control of large-scale war oper- 
ations. The activities of the War Credits Board, and the volume 
of advances handled by it, would have increased progressively with 
the further duration of the war, and no doubt there would have 
arisen many new problems to face. : 


WAR FINANCE CORPORATION 


With the operations of the Government itself financed by Govern- 
ment funds, and with munitions contractors assisted by the ad- 
vances of the War Credits Board, it became necessary to consider 
some of the increasing problems of finance encountered ,by private 
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enterprise necessary or contributory to the prosecution of the war, 
whose capital requirements were being met by sale of securities to 
the public, in a market becoming increasingly narrower as a result 
of the preemption of such markets for Government issues. It was 
thought that this might be accomplished by setting up facilities 
through which banks could, in effect, rediscount the longer term 
issues of private enterprises through a Government-owned corpora- 
tion, just as the short-term obligations of commerce were redis- 
counted through the Federal reserve banks. It was also realized that 
in certain cases direct assistance might have to be given to private 
enterprise. i 

Therefore, by act of April 5, 1918, the War Finance Corporation 
was created. Tt was empowered and authorized (sec. 7) to make 
advances for periods not exceeding five years to banks, bankers, or 
trust companies in the United States which after the entry of the 
United States into the war had made, and had outstanding, loans to 
persons. firms, corporations, or associations conducting established 
and going businesses in the United States, and whose operations 
were necessary or contributory to the prosecution of the war, such 
advances to be limited to 75 per cent of the face value of the loans 
made by the bank. Similar loans could also be made to banks, 
bankers, or trust companies on bonds purchased from customers en- 
gaged in necessary or contributory operations, also limited to 75 

r cent. There was, however, a provision authorizing loans to 
baile bankers, or trust companies up to 100 per cent of the face 
value of loans made by them if at least 33 per cent additional se- 
curity was provided, the corporation to retain power to require 
additional security at any time. 

There was a further provision (sec. 8) permitting advances to sav- 
ings banks and to building and loan associations, this on the theory 
that savings banks might otherwise find it necessary to realize on 
their investments in a depressed bond market. 

A further section (sec. 9) provided that the corporation should be 
empowered in exceptional cases to make advances directly to any 
person. firm. corporation, or association conducting an established 
and going business in the United States whose operations were neces- 
sary or contributory to the prosecution of the war, for periods not 
exceeding five years from the date of such advances, but only for the 
purpose of conducting such business in the United States, and ny 
when in the opinion of the board of directors of the corporation, suc 
person. firm. corporation, or association was unable to obtain funds 
upon reasonable terms through banking channels or from the general 

ublic. 
5 In considering the broad problems of war finance and financial 
control, it is interesting to note how clearly the operations of the 
War Finance Corporation show the impossibility of foreseeing even 
for the immediate future just what the needs of the country and its 
business will be, and just how they will be distributed. For example, 
the underlying theory of the act, as stated above, was that the cor- 

oration would be used primarily to serve as a rediscounting medium 
for the longer term obligations of banks, presumably secondarily to 
protect savings banks, and finally, in exceptional cases, to make 
direct advances. 
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However, the corporation loaned, under its war powers, a total of 
$306,756,020, of which only $4,718,377 was to banks, bankers, and 
trust companies under section 7, and only $550,000 to savings banks or 
building-and-loan associations under section 8. The balance, $301,- 
487,643, or about 98 per cent of the total, was loaned under the excep- 
tional case clause, section 9. It appears that developments differed 
from the fundamental theory of the act, and that the exceptional case 
was the rule, and the basic case the exception. As to this, however, it 
should be noted that the war ended comparatively soon after the 
establishment of the corporation, and a continuance of war operations 
for several years might have made a very different picture. In plan- 
ning for the future, therefore, 1 think consideration should be given 
to the advisability of making provision for both classes of cases in 
any similar legislation. 

The advances made during the war, or in connection with commit- 
ments made during the war, under the exceptional-case clause, di- 
rectly to persons, firms, or corporations, included $39,797,400 to 
public utilities, $23,814,674 to industrial corporations, $25,211,500 on 
warehouse receipts, and $7,827,278 in cattle loans. Advances under 
the exceptional-case clause also include $204,794,520 to railroads under 
Federal control after the armistice. These figures illustrate the divi- 
sion of the corporation’s activities under the war-time provisions. 

The corporation also, during the war period and for more than a 
year thereafter, acted as the agent for the Treasury in the purchase of 
Government bonds for the sinking fund or for the purpose of steady- 
ing Government bond markets. At one time the corporation had 
need for more funds than its entire capital stock issue of $500,000,000 
subscribed by the United States Government, and on April 1, 1919, 
issued $200,000,000 of bonds, which were redeemed on maturity, April 
1, 1920. The corporation’s powers were extended after the war to 
enable it to assist in financing exports of American products and to 
render aid to agriculture. 

The accomplishments of the War Finance Corporation, both dur- 
ing the war and in the period of reconstruction immediately follow- 
ing, are not to be measured alone by the actual number of dollars 
advanced in loans. The psychological value of its operations was 
even greater than the dollar value involved (I should say many 
times greater), for the knowledge that funds were available in an 
emergency from this Government-owned corporation gave greater 
confidence to private finance and made posible the placing of loans 
through private channels to an extent and on terms which would have 
been ımpossible without the existence of the War Finance Corpora- 
tion. I think that really was by far the most important factor. As 
a matter of fact, many transactions in which the War Finance Cor- 
poration assisted are not reflected in the corporation’s financial trans- 
actions. I have in mind particularly an application for $15,000,000 
made by a company when its management and bankers thought that 
the investment market would not renew its notes that were maturing. 
In that case the War Finance Corporation said to the bankers and to 
the management of the company, “We will advance all that you can 
not raise in the investment market at 6 per cent.” (I think that was 
the rate. The circular offering a renewal of the notes contained a 
statement that any of the notes not taken by investors would be 
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taken by the War Finance Corporation; and the entire amount was 
raised in the investment market. All those notes became more 
salable because the Government expressed a willingness to take them. 
Financial assistance of that kind was rendered in many other cases 
involving very large amounts, but, of course, it would not be reflected 
in the loan statistics of the corporation. ) 


WAR TRADE BOARD 


The operations of the War Trade Board had a bearing on the sub- 
ject under consideration. The essential functions of this board were 
the commercial isolation of the enemy by control of our exports to 
border neutral nations, the financial isolation of the enemy by con- 
trol of enemy goods or credits in or with the United States or its 
citizens, the provision of essential supplies bv conservation of do- 
mestic resources and maintenance of essential imports and the con- 
servation of ocean tonnage through import and export restrictions 
and bunker control. 

In addition, it served indirectly as a price fixing agency, in that 
price agreements or Government options were often attached to im- 
port licenses. 

It is obvious that the operations of the War Trade Board had an 
important bearing on financial control in that import and export 
movements are directly involved in considerations of foreign ex- 
change. The isolation of the enemy from a financial standpoint also 
formed a part of financial control. However, the problems involved 
in the import and export of coin. bullion, or currency, were handled 
by the Treasury and not by the War Trade Board. 


OTHER AGENCIES 


While many Government agencies other than the War Department 
or the Navy Department made large expenditures of Government 
funds, such as the Shipping Board, Emergency Fleet Corporation, 
Housing Corporation, and Grain Corporation, a review of their oper- 
ations goes too far afield for the scope of this discussion. 


CONCLUSIONS 


The principal conclusions to be drawn from the experience of the 
United States Government in the World War, from the standpoint 
of finance and financial control, can be summarized very briefly: 

To begin with, it is obvious that finance is not the controlling fac- 
tor in war. To the extent that men, material, and morale are avail- 
able, the operations of war will be financed to the utmost limit of 
these fundamental resources in one way or another and the limit 
will not be imposed by any financial considerations, except so far as 
financial considerations reflect the resources, or the lack of resources, 
of men, material, and morale. 

The details of financing and financial control can not be planned 
in advance, for the reason that it will depend upon the kind and 
scope of the war and economic, social, and political conditions of 
the nation involved, and at the time, furthermore, financial problems 
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do not function like automatic machines under the hand of any op- 
erator, but, even more than any other phase of the war problem, 
their successful solution is dependent upon the men available to 
operate the financial agencies. Therefore, to a considerable measure, 
financial agencies and controls must be adjusted to the men who are 
available to operate them. | 

By this I mean that the circumstances under which the country 
enters the war, the area of the war, and the fact that men function 
more effectively and efficiently in carrying out plans. at least some 
considerable part of which originate in their own minds, than they 
do in executing rigidly fixed plans prepared in advance. 

Finally, one of the most important lessons of the last war, from 
the financial aspect and from many other aspects. is that the known 
and certain needs of war should not be confused with the unknown 
and uncertain problems of succeeding peace times, for otherwise the 
efficient prosecution of the war is handicapped and the permanent 
problems of peace are complicated. 

Gentlemen, I have the feeling that the kind of planning which the 
commission is undertaking is most desirable. On the other hand, too 
much rigidity of detail would be undesirable. One thing particu- 
larly I think must be borne in mind, a matter which I have already 
mentioned. is the fact that we came into the war after it had been in 
existence for two and three-quarter years, during which time our 
ae had been converted, to a considerable extent, to a war-time 

asis. 

There is another matter that has not very much to do with financial 
control, but which struck me at the time and which I still feel is 
important, and that is that the men in civil life, who occupy impor- 
tant positions in war time, ought to be subject to physical examination 
just like the men in the Army and Navy. I havea strong feeling that 
the physical condition of men with important responsibilities should 
be a matter of Government interest and supervision just as much so as 
that of the officers in the line. 

Senator Roprnson. Examining the subject in the retrospect, what 
have you to say with regard to the general manner in which the finan- 
cial operations of the Government were carried on? Of course. it is 
always easy to discover errors after they have been made, much easier 
than to anticipate them; but from your very comprehensive knowl- 
edge of the financial affairs. do you feel the plans pursued by this 
Government during the war with respect to finances were highly 
efficient ? 

Mr. Meyer. Mr. Chairman, I have thought a lot about that sub- 
ject. I thought about it at the time and I have reviewed it a good 
deal in my mind since, and I have taken the trouble to study a little 
in Europe their war-time and postwar operations along that line. 
I feel the United States has nothing to be ashamed of and a great 
deal to be proud of in connection with the financing of the war. 
While there was some discussion at the time by economists and others 
about the interest rates being too low, it seemed to me then, and 
reviewing it since, I believe that the policy pursued of holding down 
interest rates to a level. which we will all agree was artificial but 
which was patriotically met by the people of the country, was right 
and has been justified by time. In March, 1918, I undertook to 
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study that particular situation in connection with the preparations 
which were being made for the third Liberty loan. The first Liberty 
loan was floated at 314 per cent and was completely tax exempt. The 
second Liberty loan was floated at 4 per cent, but with some provi- 
sions for modifying it in case the rates were raised. I made a little 
study for the Secretary of the Treasury, at his request, of what rate 
might be necessary to be paid in the spring of 1918. I remember dis- 
cussing the matter on a Sunday with the Secretary and going over 
all of the eventualities of the situation. After we got through I said 
to the Secretary, “ We have discussed everything except one thing, 
and that is major military events of an adverse character "—that 
was on March 18, 1918. He said, “I do not know what is going to 
happen, but the military attachés of foreign governments assure me 
that no break through is likely in the near future.” That day began 
the big push, which was a break through. 

I went to New York and discussed the situation with a large 
number of the leading bankers, and I think the lowest estimate was 
414 per cent. The 4 per cent bonds were at some discount. <A great 
many thought 5 per cent should be paid, and a great deal of patriotic 
Opinion, as well as economic opinion, favored higher rates. In any 
event, there was a general feeling that 4 per cent was not feasible, 
and I so reported to the Secretary. The feeling was not one of 
unwillingness to cooperate, because there was the most complete will- 
ingness, but rather a feeling of the difficulty about continuing a 4 
per cent rate under the conditions that then prevailed. Of course, a 
rate was necessary that would result not only in willingness, which 
would always be there at any rate. but of confidence and courage in 
going ahead and doing the very difficult job of raising money in such 
unprecedented amounts. The Secretary said 41% per cent would be 
as little as we could pay above 4 per cent and meet the whole situa- 
tion. I said, “Well, I suppose nobody has thought of 414 per cent; 
I have not heard it discussed; but I think it will meet the situa- 
tion.” And during the war no higher rate was paid. Of course, it 
was artificially low, but war itself calls for artificial measures. 

Now, the interesting thing was that, in the period following that 
discussion, the march of military events for some time continued 
adverse to our side; but. as a matter of fact, adverse military devel- 
opments rather strengthened the determination of the people of the 
United States to do their duty in a patriotic way and did not in the 
least weaken it. That was the most interesting development in 
March, April, and May, 1918. 

Senator Rosprxson. You referred to the fact that the capital issues 
committee was not empowered to enforce its decisions. Looking 
back now on that matter, do you feel it was a mistake to withhold 
that power from the capital issues committee, or would it have been 
better to have granted the power? 

Mr. Meyer. Senator, I think the committee accomplished its pur- 

ose effectively. It had that greater power of public opinion and 
it was wise enough and capable enough to mobilize that public opin- 
ion. Therefore. I think no harm was done by its omission. I have 
also been asked, occasionally. whether or not the capital issues com- 
mittee organization should have been combined with the War 
Finance Corporation organization. the one having a prohibitory 
funciion and the other a function of positive assistance to essential 
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industries and activities. It struck me that might perhaps be desir- 
able: on the other hand, we operated in cooperation, and I really 
believe it is not important. And, frankly, I think you would get a 
better type of men on a capital issues committee if there were an 
independent organization. There is something to be said in favor 
of combining the organizations; but, on the whole, after thinking 
it over, I see no occasion to make them legally a part of the same 
organization and there is some advantage in keeping them separate, 
because the functions are really different. 

The personnel problem is the important thing in war, as it is in 
every ac and if you have a capital issues committee inde- 
pendent in character and organization, you will get better men to 
serve as members of that committee than you will if it is a subordi- 
nate part of a large organization, and you can always provide, as. 
we did provide, for cooperation in any event. The War Trade 
Board, for instance, in the organization set up had no particular rela- 
tion to the War Industries Board, but a member of the War Trade 
Board sat with the War Industries Board as a liaison officer. 

Senator RoBInsoN. Mr. Meyer, do you recall notable instances im 
which the authority of the capital issues committee was defied in the 
issuance of securities? 

Mr. Meyer. I must confess I never heard of any case of any im- 
portance. 

Senator Rosrnson. 1 do not recall any. 

Mr. Meyer. I would not like to say there were none, because that 
would be assuming greater knowledge of the details than I have; 
but I am quite sure I would have heard of it if there had been any 
important failure to comply with the public interest. 

S nator Rosinson. What was the total, did you say, of the ad- 
vances made by the War Finance Corporation during the war and 
following it, approximately? I know you did not state it with 
accuracy. 

Mr. Meyer. I did not give the total; but, taking the loans during 
the war and the postwar period, contracted for or made under the 
war powers, for export purposes, and for agricultural relief, I think 
the aggregate amount was around $900,000,000. 

Senator Roprnson. Nine hundred million? 

Mr. Meyer. In both loans and commitments; the amount actually 
loaned was around $690,000,000. That. of course, does not take into 
account the Government bond operations which were conducted by 
the corporation merelv as an agency of the Treasury. 

Senator Roprnson. The total amount that remains uncollected is 
less than a million, I think you said? 

Mr. Meyer. At the present time? 

Senator Roprnson. Yes, sir. 

Mr. Meyer. I was speaking about the operations of the War 
Credits Board. 

Senator Roprnson. Oh. that was the War Credits Board? 

Mr. Meyer. Yes. The War Finance Corporation has been sub- 
stantially liquidated; all the capital has been repaid, and, in addi- 
tion, $65.000.000, representing its accumulated earnings over a period 
of 10 years, has been turned into the Treasury. The earnings, which 
about equaled the cost of the money to the Government—certainly 
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they were not less—represented interest on securities and on loans, 
and so forth, less expenses and losses and plus profits, which were 
small and incidental. 

Senator Ropinson. Do I understand you correctly when I assume 
that the net result of the transactions by the War Finance Corpora- 
tion reflected no loss to the Government ? 

Mr. Merer. No loss. 

Senator Rozrnson. No loss? 

Mr. Meyer. I would say no profit and no loss. 

Senator Rospinson. Now, you made a statement a moment ago 
that interests me very much. I do not wish to lead you afield from 
the subject appropriate to this study, but you implied you had given 
thought to the contrast between the financial policies of this Govern- 
ment and financial methods pursued by this Government during the 
war, and those pursued by other governments. I know we can't go 
into that in great detail, but, if there is a contrast which you can 
briefly present, I think it would be helpful at this juncture. 

Mr. Meyer. Senator, that is a pretty big subject. 

Senator Rosinson. I know it is. 

Mr. Meyer. I have not really studied the detail of the financing 
by foreign governments, and it would not be fair to express an 
opinion on those operations without a very extensive study. They 
were often under the influence of factors which were very different 
from ours—psychological, political, economic. I have a feeling 
that we have nothing to be ashamed of and a great deal to be proud 
of in our record. That I feel very definitely. I believe that, just 
as we succeeded in the draft with great promptness and with the 
full cooperation of the people of this country, we succeeded extremely 
well in our war organization in other ways. I think our industrial 
activities were organized with reasonable promptness and with as 
much efficiency as any other country in the world engaged in the 
war, excepting none. And I think the spirit of cooperation that 
we have in this country, and which has exhibited itself since the 
war frequently. is a wonderful thing to rely on in war. I believe, 
and I have often said, that we have developed in this country a 
technique of cooperation which, in spite of the very great size of 
the country. is one of the most material aids to successful administra- 
tion of public affairs. It will not solve every problem immediately 
and we hae problems now that I wish we could solve more quickly ; 
but many problems that have come up since the war have been dealt 
with through the voluntary cooperation of our citizens as effectively, 
and probably more so in some cases, than they could have been by 
the Government. 

Senator Rosprnson. Would it embarrass you in any way to sum- 
marize the German method of financing during the war, somewhat 
in contrast with ours? 

Mr. Meyer. Of course, the German financing ended up in inflation 
to a degree that resulted in the nullification of debts. I do not 
think it is easy to criticize or to say whether anything else might 
have been done. 

Senator Ropixson. All I wish you would do, if you care to do it 
and are in a position to do it, is to state the outstanding features. 
You have stated very clearly, to my mind, the A features 
of the system we pursued and I thought it might be helpful if you 
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would make a similar comment on the German system. How did 
they get the money to carry on the war? 

Mr. Meyer. They were highly organized. Their loans were prac- 
tically forced loans—forced by public opinion and government 
authority, combined. Ours were, too. Of course, the finances of a 
country that is defeated in war, and on which large financial burdens 
are imposed, are influenced very much by that fact. 

Senator Rosinsow. You have shown that, at the time when the 
military movements appeared to be somewhat adverse to this Gov- 
ernment, our financial system stood the shock without even mani- 
festing severe strain. Now, did that occur in what were then the 
enemy countries, or did theirs break down? 

Mr. Meyer. Their adverse developments came in the fall of 
1918—the summer and fall of 1918—when they were heading toward 
final defeat. I do not think we can compare, Senator, the German 
finances during the war with ours. I think they made heroic efforts 
and stood the strain, in the circumstances, remarkably well during 
the war, up to the point of defeat. 

Senator Rosinson. I have one more question. During the course 
of your statement, you referred to the condition of trade in India 
as related to silver—the use of silver. Does that same problem 
reflect itself in the present trade conditions? 

Mr. Meyer. There is a good deal of discussion about the silver 
situation. At that time, the currency basis pf India was silver; 
it has since been changed and modified, and India, instead of ab- 
sorbing silver in recent years, has been disposing of silver. I talked 
recently with some people interested in business in China; they 
did not think the price level of silver was so important as the 
question of the fluctuations. They thought if silver were more 
stable at any price level, the trade of the Far East would adjust 
itself to that level. While, perhaps, they would like to see a higher 
level from the point of view of Oriental trade, they thought that 
the price level was of less importance, fundamentally, than reason- 
able stability. 

Senator RoBixsox. As a matter of fact, in reflecting on that sub- 
ject, the price of silver has declined by about one-half or a little 
more than half, within about a vear, as I remember it 

Mr. Meyer. About that, yes. There has been some recovery, say, 
in the last few weeks. 

Senator Ronrnson. Yes. Some attribute that decline to the plac- 
ing of India on what we call the gold standard, or gold basis. 

Mr. Meyer. Yes. 

Senator Rorinson. The total gold supply in the world is about 
eleven billions? 

Mr. Meyer. Yes, sir. 

Serator Ronsrnson. Of that, the United States has something like 
four billions ? 7 

Mr. Meyer. A little over that. 

Senator Rosrnson. A little over four billion. 

Mr. Meyer. Yes; four and a half billion. 

Senator Roprnson. And France has two billion? 

Mr. Meyer. Yes. 
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Senator RoBixsox. That leaves less than five billion for the re- 
mainder of the world? 

Mr. Meyer. Yes. | 

Senator RoixsoN. That is all I have. I want to thank you, Mr. 
Meyer, for your help. 

Secretary HurLeY. Mr. Meyer, during your study of this problem 
have you arrived at a conclusion as to what law or laws should be 
enacted now, under which to guide the fiscal policies of the Nation 
in another emergency, should one occur? 

Mr. Meyer. I have not studied the matter of legislation from the 
point of view of anticipating war, Mr. Secretary. The Congress cer- 
tainly will be in session if there is any war, and I have the feeling 
that any legislation which might be prepared in a general way could 
be pointed up in its detail more effectively at the time than it could 
be in advance of a war, the scope and circumstances of which can 
not be anticipated. Of course, some fundamental legislation might 
be thought out; but I believe that, so far as the major requirements 
are concerned, legislation can be passed promptly enough when the 
time comes. 

Mr. Secretary, there was very little difficulty in obtaining the pas- 
sage of necessary legislation when the officials of the Government 
went to Congress with legitimate requests, thoroughly understood 
what they were talking about, and knew how to explain what they 
had in mind. Congress enacted legislation with great promptness 
and, on the whole, with great soundness. So that I do not anticipate 
any great amount of unnecessary delay on the part of Congress in 
passing needed measures, which can be conceived at the time more 
effectively than in anticipation. That is my own feeling. 

Secretary HurLeY. Then it is vour conclusion that the proper 
method should be the study and revision of a plan from year to year 
that would be submitted to the Congress which declares war, should 
an emergency occur? 

Mr. Meyer. My own feeling is that that would be the most ad- 
visable course. 

Secretary HurLey. You said awhile ago perhaps there are certain 
fundamentals that should be enacted in the interim ? 

Mr. Meyer. I meant, for instance. that in case of war a Capital 
Issues Committee, a War Finance Corporation, a War Credits Board, 
a War Trade Board, and a War Industries Board should be author- 
ized as a general organization, without delay. Possibly it might be a 
good thing to provide for them in the interim, but I do not think it 
is necessary. 

Secretary Htriry. You are rather of the opinion, I take it, the 
policy should not be enacted now, but should be left to the determina- 
tion of those who have to conduct the war? 

Mr. Mryer. It seems to me that would be the better plan. I feel, 
gentlemen, there is no immediate prospect of war. I do not see any 
wars coming for a long time, because, apart from anything else, one 
great lesson has been learned from the last war, which perhaps never 
was learned so thoroughly before, and that is that war is a profitless 
operation to all peoples—winners as well as losers. That has been 
made so clear that I think it is the greatest deterrent of war; but I 
would not want to say, on the other hand, that there never will be any 
war. But every 5 or 10 years brings great changes, economically, 
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financially, and otherwise. Certainly, if there were to be a war in 
this period, with the developments which have taken place even since 
the last war, the changed conditions would make it a very different 
operation. So that in anticipating a war which may not develop, 
and which I certainly hope will not develop for a considerable time 
at least, it would be very difficult, I think, to visualize the conditions 
under which such a war would have to be carried on. It would be 
quite impossible, it seems to me, to make very effective plans now in 
any detail. 

ecretary HurLeY. Assuming that everyone, the entire population 
of the Nation. abhor war and, as you say, that there is no indication 
of any situation that might cause a war in the near future, do vou 
think it is proper to study and to perpetuate, as far as possible, the 
lessons learned in the last war? 

Mr. Meyer. I do. I think the work that Congress has authorized 
to be carried on in the departments on this subject is extremely worth 
while and very important. That, however, is different from legisla- 
tion providing for the eventual war organization. 

Secretary HurLeY. You are familiar with the provision of the 
national defense act which provides for the determining of a policy 
and the setting up of machinery: Do you at this time have in mind 
any additional legislation that should be required upon that subject ? 

Mr. Meyer. No; Mr. Secretary. I must say I have not considered 
the question as to whether any amendments to that legislation are 
neecled. I did not come prepared to discuss that point. 

Secretary Lamont. If as a result of the investigations of this com- 
mission, a sort of general chart or organization should be set up, 
primarily, I suppose you would have in mind that the different 
finance organizations that were set up during the last war would 
probably be enough to provide for in such a general chart? You 
would not add to those any other committees or boards, but think they 
should be about the same as we had ? 

Mr. Meyer. I think that by the time the war ended we had a 
general scheme of war organization which was adequate to suit the 
conditions. Of course, nobody can anticipate the situation that will 
exist when the next war comes, but, on the general scheme of organi- 
zation, I felt that there was no important activity or problem, in 
November, 1918, that could not be taken care of by the then organi- 
zation. if it functioned efficiently and capably. I could not think of 
any missing link in the organization at the time. The Overman Act 
was passed during the war. That was an important element, giving 
the President broad power to make adjustments in the organization 
of the Government departments and bureaus during the emergency. 
Freedom from restraint and facility in reorganizing Government 
activities for war purposes is, I feel, essential in war time and should 
be part of the war organization. The main thing in war is men, 
material, and morale. This country is rich in its material resources; 
I think it is very rich in its men; and if it ever goes to war the morale 
will be all that we want. 

Mr. McSwarxN. I desire to ask the distinguished gentleman a ques- 
tion or two, Mr. Secretary. If I remember the testimony right, the 
wealth of the United States was estimated to be $180,000,000,000 on 
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or about August 1, 1914. Is it now estimated to be approximately 
double that at the present time? j 

Mr. Meyer. I think I have seen those figures. I merely used the 
census figures, Mr. Congressman; but I want to say that to me they 
do not mean a great deal, because I know that the wealth of the coun- 
try can be measured only very approximately. 

Mr. McSwain. I was going to ask you—do you think the actual 
wealth of the country is double what it was 16 years ago, or has the 
yardstick shrunken by which it is measured ? 

Mr. Meyer. There has been some change in the measure and also 
a considerable increase in material wealth. But what is a road worth 
that cost so much? It is wealth, but its real value is in its use. When 
you talk about wealth in terms of economics, people often mean realiz- 
able value. Of course, a road or a railroad, or a plant, located in a 
certain place, is not wealth except in the sense that it cost so much 
money, or is appraised at so much; it has real value only to the extent 
that it is useful. But I do not think very much, Mr. Congressman, 
of the figures compiled to represent what is called national wealth. 

Mr. McSwarn. I agree with that; but, then, we have to have some- 
thing to talk about that line; have to have some sort of basis. 
[ Laughter. ] 

Mr. Meyer. I think they are just approximations. 

Mr. McSwarn. Now, Mr. Meyer, do not we estimate our annual 
production of wealth, the annual increase of wealth, at something like 
twenty-five or thirty billion dollars now ? 

Mr. Meyer. I understood the estimate was larger than that. 

Mr. McSwain. Yes; I have seen as high as forty billion, but I am 
trying to be conservative and to quote a conservative figure. Now, if 
the war actually consumed only $22.000,000.000 worth of wealth; that 
1s, our participation in the war—of course, the studies by the Carnegie 
Endowment estimate the total destruction of wealth and wealth- 
o man power, of all countries that participated in the World 

ar, as three hundred and thirty billion, but vou think our own 
country expended, burnt up, ate up. only about $22.000.000.000 worth 
of wealth in something short of two years’ participation, and if our 
present annual power of producing wealth is anywhere, say, from 
twenty to forty billion dollars a year, then, if we were consuming 
about $11,000,000.000 a year in war we were not consuming anywhere 
near as much as we were producing in wealth, were we? 

Mr. Meyer. That is not surplus wealth. War consumes a surplus. 
We have to live; we have to eat and wear clothes in war time just 
as we do in peace; and a large part of the production is consumed in 
the necessary daily activities of our civil life. 

Mr. McSwarn. Certainly. 

Mr. Mryer. So that only the excess production is available for 
war. 

Mr. McSwarn. Now. here is what I am leading up to; I submit 
this for your consideration. I do not say that you are, or that any of 
us are prepared now to offer any categorical answer, but I can hardly 
conceive of any major emergency in the life of any person now living 
that would involve the mobilization of more than 5,000,000 men under 
arms which would be about 4 per cent of our entire population. Now, 
with the background you have just been discussing a while ago, would 
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it not be possible for the 96 per cent of the population to produce 
enough wealth to live on by observing heatless days, wheatless days, 
and meatless days, and so on—for them to produce enough wealth to 
feed themselves and to furnish food and ammunition for the other 4 
per cent while fighting, so that, when the soldiers are through fight- 
ing, the civilians are through paying, so that war can be conducted on 
a pay-as-you-go basis—let the 96 per cent feed themselves and feed 
and support the other 4 per cent who are out expending energy and 
rations and ammunition? Now that is a consideration that is com- 
ing in my own mind, in view of the figures that have been marshaled 
by you and by a number of other economists—whether or not, if we 
did finance ourselves to the tune of 29 per cent, as you stated awhile 
ago, by our current revenues and it has been estimated by some that 
we financed ourselves to the tune of 42 per cent on the pay-as-you-go 
plan, why can not we, by tightening our belts a little tighter and push- 
ing up our morale a little higher and making fewer profits than we 
did, and by hiding fewer of those profits in ay overhead 
charges—why can not we finance the war, by equalizing the burdens, 
to the tune of 100 per cent? 

Mr. Meyer. I must confess that I am not prepared to answer that 
vay big question, Mr. Congressman. It is very interesting to think 
about. 

Mr. McSwain. Certainly. 

Mr. Meyer. It is a big subject and I have not come prepared to 
discuss those aspects of the question. 

Mr. McSwain. Thank you. That is all I care to suggest. 

Mr. Corkins. Mr. Meyer, the resolution under which we are acting 
provides that the commission is hereby created to study and consider 
amending the Constitution of the United States to provide that pri- 
vate property may be taken by Congress for public use during war, 
and methods of equalizing the burdens and to remove the profits of 
war, together with a study of the policies to be pursued in event of 
war. ou have given no consideration at all to that? 

Mr. Meyer. The letter I received from the Secretary referred 
saa iS to the aspects of those questions which relate to financial 
control. 

Mr. Corus. And you have not considered at all those things? 

Mr. Meyer. In preparing to come here to-day, I considered only 
the matter mentioned in the Secretary’s letter to me. Of course, we 
have all thought about the broader questions, more or less, but I have 
not made a special study of the other aspects of the matter which the 
commission 1s considering, Mr. Congressman. 

Mr. Corns. Now, have you any opinion on amending the Con- 
stitution to provide that private property may be taken by Congress 
or publie use during war? 

Mr. Meyer. I was under the impression that was done during the 
war through the exercise of the commandeering power. 

Mr. Corns. But if the Constitution were amended 

Mr. Meyer. I am not a constitutional lawyer; I am not any sort 
of a lawyer. 

Mr. Corurws. It is not a question of your being a constitutional 
lawyer ; it is just a question as to whether or not, in your opinion, the 
Constitution ought to be amended. You are acting as a voter, now, 
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and the question is whether or not, in your opinion, the Constitution 
ought to be amended to provide that private property may be taken 
for public use during war? 

r. Meyer. I was under the impression that the Government had 
that power by law during the war. and that it was regarded as con- 
stitutional at the time. I do not want to sidestep any question, Mr. 
Congressman. but that is a legal matter. 

Mr. CoLLixs. No: the question as to how you would vote on that 
question is not a legal question; it is a question that presents itself 
to vour mind as an intelligent American citizen, and that is all 1 
want to know from you—vour opinion on that? 

Mr. Meyer. My opinion as to whether or not the Government could 
take property for its use? 

Mr. CorLixs. Without compensation ? 

Mr. Meyer. I really have not thought about it, Mr. Congressman. 
I think the Government ought to be empowered to do anything 
that is necessary to conduct its operations. I do not believe there 
was much difliculty for the Government, with proper congressional 
authority, to do what was needed to be done. Properties were taken 
over in some cases; but you mean whether in such cases, the owners 
should be compensated ? 

Mr. CoLLixs. Yes. The fifth amendment, which you have in mind, 
provides that private property can not be taken without due com- 

ensation being made therefor. The idea back of this resolution 
is to get rid of the provision about just compensation ? 

Mr. Meyer. That is a complicated question and I could not answer 
it offhand, even as a voter. I do not know what the ramifications 
of that question might mean, economically or legally. 

Mr. Corrıxs. Well the idea and the only idea back of it is to get 
rid of the profits. . 

Mr. Meyer. That would mean that the Government would take all 
property, or only such property as it might need? 

Mr. Cotuins. Well it could do it, if the amendment was adopted 
as is suggested. 

Mr. Meyer. As a wav of getting rid of the profits, I would have 
to study it before expressing an opinion, offhand. I do not see 
that it would be. in itself, a solution of that problem. 

Mr. ConLixs. You. then, do not know how vou would vote on that? 

Mr. Meyer. I have not studied that question. I think the ques- 
tion of controlling profits or eliminating profits during war time is 
a complicated economie and legal problem and one that is not so 
simple as that it can be gotten rid of by an amendment to the Con- 
stitution, or the passage of a law. I would not like to express an 
opinion either as a voter or otherwise, on that matter without a 
good deal of thought. I do not know how it would work. * It is 
not merely a moral question. 

Mr. Cotitys. Of course, vou are here as an expert on finance to 
advise this commission along the lines that are proposed in this 
resolution. Now, then, the next question we are confronted with is 
methods of equalizing the burdens. That means the burdens of war. 
Of course, that is impossible; vou know that; and you can not equal- 
ize the burdens of a war, because one man may give up his life and 
some other man may make $1.000.000 or $10,000.000 out of the war. 
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What do you think about that proposal? Have you any suggestion 
to make as to how we more nearly can equalize the burdens o war? 

Mr. Meyer. I think that was the constant endeavor of the admin- 
istration and the Government during the war, to the extent that 
they could do so. 

Mr. CoLLins. During the last war? a 

Mr. Meyer. Yes; taxation was, of course, one of the main instru- 
ments. It is a good general aim, but as to the details, as to how 
it would work out, there again, Mr. Congressman, I think a great 
deal has to be thought out and considered when the time comes, in 
the light of the character of the war, the area of the war, the 
peoples involved, the economic and other conditions then prevailing, 
and many other factors. 

Mr. CoLLins. We are also to consider and study the policy to be 
pursued in the event of war. I take it that you think that the pro- 
visions of the national defense act which provide that the War De- 
partment and the Navy Department shall study these policies is 
sufficient. I am gathering that from the answers you made to Secre- 
tary Hurley. 

Mr. Meyer. I have not studied the question of the adequacy of 
that act. I have been pretty busy, Mr. Congressman, on a númber 
of things and, since I received the Secretary’s letter asking me to 
discuss with the commission the question of financial control, 1 have 
not made any study of the national defense act, I am free to confess. 

Mr. CoLLixs. It was my understanding of your answer to Mr. 
Secretary Hurley that you approved of the provisions of the national 
defense act as it is now on the statute books. You made the state- 
ment without giving any special thought to the matter? 

Mr. Meyer. If I gave such an impression, it was inadvertent, be- 
cause, as I think I stated at the time, or tried to, I have not made any 
study to the subject in detail. 

Mr. CoLLins. Well, you said you thought the people who were 
handling these civilian jobs during the war should be examined 
physically. 

Mr. Meyer. I should think they should be subject to some physical 
tests. 

Mr. Cotzrns. What do you mean by that? 

Mr. Meyer. Their health, physical condition—just like an Army 
officer or naval officer. I think people in responsible positions should 
be in good health. 

Mr. Corns. Of course that is to be desired. 

Mr. Meyre. Yes. 

Mr. Coruıxs. But you want to exclude anybody who is not in 
good health? 

Mr. Meyer. I should question the advisability of entrusting very 
important responsibilities to officials in bad health, in poor health, 
or in a state of health which perhaps would unfit them for con- 
tinuous hard work. I think a physical test would be desirable, Mr. 
Congressman. 

Mr. Coitzins. Of course, physical good health is always desirable. 

Mr. Meyer. I think it is essential; that is my opinion. 

Mr. CoLLixs. It is always desirable, but I know of men who are 
recognized as the most outstanding men in the industrial world who 
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are in bad health physically. I can not see why we should divorce 
ourselves from their services. 

Mr. Meyer. That is a matter of opinion. I just expressed my 
own view. I have not any confidence in people’s mental operations 
if their health is bad. 

Mr. Cotiins. Well, in the event of war, do you think the admin- 
istration of industry, railroading, mines, fields, and factories, ought 
to be under the supervision of civilians or under the supervision of 
the military and naval forces? 

Mr. Meyer. I think the organization for Government administra- 
tion has to be expanded so greatly in war time that the Army and 
Navy would not have the man power to spare. They need all their 
man power for military purposes. 

Mr. Coins. Do you believe those men who are in charge of these 
activities should be given titles that are common in the Army and 
Navy; do you believe they should be commissioned in the Army and 
the Navy? 

Mr. Meyer. Not unless thev are in the Army or the Navy. 

Mr. Cottins. Otherwise, you think they ought to remain civilians? 

Mr. Meyer. Yes, sir. 

Mr. GoLLINs. That is all. 

Secretary HurLeY. Thank you, very much, Mr. Meyer. The next 
witness is Mr. Augustus H. Griswold, vice president of the Inter- 
national Telephone & Telegraph Co.; director of telegraph and tele- 
phone service of the A. E. F. in Europe, 1918, and chairman Ameri- 
can Engineering Commission in France, 1919. 


STATEMENT OF AUGUSTUS H. GRISWOLD, VICE PRESIDENT INTER- 
NATIONAL TELEPHONE & TELEGRAPH CO. 


Mr. Griswornp. If the commission please, I have a very short 
statement which I would like to read, and then I will try to answer 
any questions. 

At the outset, I wish to state that I am heartily in sympathy 
with the investigation which this commission is making, as it is 
axiomatic that the more industry learns of the requirements of the 
Government and the more the Government learns of the require- 
ments of industry, the better will be the results in the long run, 
whether or not there is a national emergency. 

(Colonel Griswold’s statement follows :) 


The difficulty which I see in the formation of any specific plans which would 
be effective in time of a nations] emergeney lies in the faet that the nature and 
character of such national emergency is unknown. It might be great or small 
and it might occur here or in some other part of the world. Therefore, the 
laying down of detailed specific plans. by legislative act or otherwise, would 
appear to be not only a waste of both time and money but might actually 
prevent the prompt establishment of correct plans for a particular emergency 
when and as it arose. I believe that any present endeavors ought to be limited 
to the rather broad aspects of the problem so that the essential basic data 
would be available in case of emergency, from which data definite plans for 
the particular case at hand could be made. The only legislation necessary is 
such as will give to the President of the United States sufficient authority to 
act in accordance with the exigencies of the case and in accordance with such 
of the predetermined general plans as are applicable ‘to the particular emer- 
gency. 
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I am not in sympathy with the formation of any plan which would require 
radical upheavals in industry since only unsatisfactory conditions to the Nation 
itself can result from such a course. It must be recognized that the outcome 
of any national emergency of major importance is just as dependent upon the 
proper conduct of industry as it is upon military operations. It must there- 
fore be obvious that, so long as the requirements of our military forces are 
promptly and properly met. the least disturbance we can have to industry itself 
will give us the best results and leave us in the best condition after the emer- 
gency is over. This country excels all others in almost every endeavor because 
of the spirit of individualism which is permitted under our democratic form of 
goernment and therefore anything which we may do which tends to take away 
this spirit of individualism will lessen our efficiency as a Nation. 

And now as to communications which must play an important part in any 
national emergency. Let us first remember that the successful conduct of in- 
dustry during such a crisis is essential to the successful operation of our 
military forces and that a far greater volume of communications will be re- 
quired for the successful conduct of these industries than will be required in 
connection with military operations. No one who has had war experience. 
will question for an instant the necessity of the military authorities having 
absolute control over communications in the combat area. However, outside of 
that area the control should be left, just in so far as it is possible to do so, 
with the companies rendering communication service. It may be that if the 
emergency is great enough some national governmental control for the purpose 
of coordination should be set up. In such a case I would recommend that the 
Government obtain the services of the best communications man in the country 
and place the control in his hands rather than to center such control with any 
. existing department of the Government. Actual possession of the communica- 
tion companies by the Government is not essential and, in my opinion, would 
result in less satisfactory service to the Government, and, at the same time, 
might impair the property rights of hundreds of thousands of people through- 
out the country. There is no question of profiteering on the part of the com- 
munication companies as their rates in general are fixed and regulated by law. 
Of course, some guarantees on the part of the Government would be necessary 
to care for emergeney installations that would not have commercial value sub- 
sequent to the war. Also the Government should be quick to recoguize the 
necessity for increased tariffs should the price of materials and labor be in- 
creased to the point where just and reasonable earnings could not be realized. 

My recommendations are: 

1. Give to the President of the United States authority to act promptly in 
accordance with the exigencies of the case. 

2. Legislative action outlining detailed specific plans or methods is unde- 
sirable. 

3. Disturb industry as little as possible. 

4. Federal control of communications is not essential except in case of a 
major emergency and then only for coordination purposes. 

5. Federal ownership and operation of communications is undesirable either 
in times of peace or war. 

In conclusion. I wish to state that the record communication companies which 
I represent will be glad to cooperate with the Government in working out any 
plans which have as their basis the welfare of the country at large. 


Senator Rosinson. I take it from your statement that you are 
opposed to any effort to conscript property—that is, to take it without 
regard to the limitation now in the Constitution requiring just com- 
pensation ? 

Mr. GriswoLb. I certainly am. I think the protection of property 
rights under our Constitution is one of the things that has been the 
spur to our people to excel almost all other peoples in industry. 

Senator Robinson. Have you any other reason you care to assign 
for your views on that subject at this time? 

r. Grisworp. I think, Senator, that answers the question. That 
is my very definite feeling on it. 
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Senator Ronrnson. Have you given thought as to the practical 
difficulties that would result from the seizure of all private property 
and the release finally of such private property as might be found not 
necessary to retain, as well as to the disarrangement of business and 
industry ? 

Mr. a Only to the extent, Senator, that it is unthinkable 
that such a condition should be established. 

Senator Ropinson. The next point in your statement that particu- 
larly interests me is your declaration that, in your opinion, communi- 
cations. agencies, other than those set up and operated by the Govern- 
ment itself, outside of the war area should be continued during the 
war under private operation and control. Do you think that conclu- 
sion would apply under all conditions? 

Mr. GriswoLb. No, sir. In case of a major emergency I think a 
central control in a board, brought about by the Government obtain- 
ing the services of some emminent communications man qualified to 
exercise such control and coordination, would be necessary and 
desirable. 

Senator Ropinson. Some have thought that the importance of 
secrecy has been exaggerated, but it seems clear that in all war activi- 
ties it is important to withhold from the enemy, in so far as possible, 
the plans and operations of the Army and the Navy; and, indeed, that 
principle might extend to other spheres of activity. Do you believe 
that secrecy, in so far as it is found necessary and desirable, could be 
conserved under private as well as under public operation of com- 
munications agencies, such as the telephone, telegraph, and the radio? 

Mr. GriswoLp. Absolutely. 

Senator Roprnson. Have you anything to add to that conclusion as 
in the nature of a reason for it? 

Mr. GriswoLp. Well, the fact that it has done it and the fact that 
there would be no difficulty on the part of communication companies 
in carrying out the requirements of the Government in that line. 

Senator Rospinson. You think those requirements as to secrecy 
would be carried out under private operations just as well as under 
Government operation ? 

Mr. GriswoLp. Yes, sir. 

Senator Robinson. That there would not be a greater likelihood of 
spies getting on the inside through the private companies? 

Mr. Grisworb. I do not; no, sir. 

Senator Swanson. You said that the rates charged by telephone 
and OE Sie ii were fixed by law. Will you please explain 
the on y which they are at present fixed and were fixed during the 
war? 

Mr. GriswoLp. In general, the various State commissions have 
jurisdiction over the intrastate rates in each State. 

Senator Swanson. If you want to send a telephone or telegraph 
from Washington to Dallas, Tex., who fixes that rate? 

Mr. GriswoLp. The Interstate Commerce Commission. 

Senator Swanson. Have they authority to fix it? 

Mr. GriswoLo. Yes, sir. 

Senator Swanson. The Interstate Commerce Commission fixes 
those rates and fixed them during the war? 
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Mr. GriswoLp. During the late war, -of course, the communications 
were taken over by the Postmaster General and he arbitrarily fixed 
the rates. | 

Senator Swanson. And all telephone and telegraph companies 
were taken over? 

Mr. GriswoLp. Yes, sir; all the principal ones. 

Senator Swanson. Did you have any difficulty about your private 
business because of their being taken over? 

Mr. GriswoLp. Yes; there was difficulty. I may say that I think 
the Postmaster General did a very good job; but there were a very 
bee many injustices done to the properties, not intentionally, but 

y the very nature of the kind of control that had to be exercised, 
or that was exercised. 

Senator Swanson. What compensation were you paid in connec- 
tion with the use of the properties that you thought were hurt or 
were injured ? 

Mr. Gace What was the question, please, sir? 

Senator Swanson. I say did you get any compensation from the 
Government on account of your properties being injured or hurt 
during the war? 

Mr. GriswoLp. There was a certain guarantee as to earnings, I 
believe, in the proclamation which was issued and, in general, the 
requirements of that proclamation were carried out. But the com- 
panies were not able to keep the properties in a proper state of main- 
tenance, and the plants were more or less depreciated. After the war 
they were short of facilities to take care of business, and, in fact, 
some of the rules and regulations which were established stifled the 
growth of the communications during the war, presumably for the 
purpose of conserving men and materials. 

Senator Swanson. Who fixes the charges for cables to foreign 
countries under the present law ? 

Mr. GriswoLD. The companies for the most part fix the rates. 

Senator Swanson. Is it voluntary or fixed by law? 

Mr. Griswoip. Largely voluntary, sir. | 

Senator SWANSON. Dadus the war who fixed those charges? 

Mr. Griswoitp. There were not any changes, if I remember cor- 
rectly, in the cable rates during the war; there were in both telephone 
and telegraph rates, within the United States, but I do not offhand 
recall any particular changes in cable rates which were made by the 
Government during Government control. 

Senator Swanson. You would not recommend any changes in the 
law regarding the rates to be charged, both within the United States 
and abroad, of telephone and telegraph rates? 

Mr. GriswoLp. In case of war? 

Senator Swanson. Yes. 

Mr. GriswoLb. You would have to consider what kind of a war 
it was and what were the conditions as and when it occurred. I 
think you can not answer that question specifically. 

Senator Swanson. You would not recommend the passage of any 
statute now regarding the fixing of rates or the seizure of telegrap 
and telephone communications, both in this country and abroad? 

Mr. GriswoLp. What is the question, please? 
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Senator Swanson. Would you recommend the passage of any 
legislation at this time, in case of war or emergency, for the seizure 
of both foreign and domestic communications by telephone and 
telegraph ? 

Mr. GriswoLp. No, sir; I would not. If I may state to the com- 
mission, my ideas are these: I think it is entirely desirable that this 
commission get the basic information with reference to industry, 
know where the various products can be obtained, in what quantity, 
and to have some idea of the kinds and amounts of materials that 
would be required in case of an emergency, so that plans fitting that 
emergency, then specific, could be made. But to assume to make 
detailed, specific plans now that would fit some kind of an emer- 
gency that might happen seems to me impossible. One of the things. 
as I see it, in the last war that caused burdens upon industry and 
caused perhaps inflated prices was the lack of coordination on the 
part of the Government itself of its requirements. I think there 
were too many departments. If it could be centralized in some way, 
if your general plans could provide some centralized control that 
would coordinate the requirements of all the Government depart- 
ments and then the orders were placed intelligently upon industry, 
in accordance with the ability of each manufacturer to supply, you 
would not then distort the regular routine methods of operations of 
those factories and bring about inflations in prices. 

There were oustanding cases in the last war where one department 
would order all a factory could make, say, of trucks. Then when 
another department wanted trucks, that particular motor compan 
had to work overtime or greatly enlarge its factory and pay hig 

rices for labor. Each department seemed to try to get all it could. 
Í think, therefore, if, in your general plans, you could have only 
one large centralized board that could coordinate all the require- 
ments of the Government, and that board could have available the 
general basic data with reference to the ability of industry to provide 
the various things that would be needed, then the orders for supplies 
could be placed in a reasonable manner and you would not be worried 
to any great extent about the inflation of prices or the disturbance 
of industry. If that sort of organization could be brought about, 
I think we would find, after the conflict is over, that our country 
would be able to go on in the even tenor of its way without having 
felt any great disturbance of our general conditions of production. 

Mr. McSwain. Perhaps the greatest agency of communication 
to-day is the radio. In the event of a military emergency, whether 
major or minor, can not you very well conceive that an absolute 
control by the Government of all broadcasting stations would be 
necessary ? 

Mr. GriswoL. I can. I think, in fact, that you may find the 
broadcasting situation more difficult than the so-called point-to-point 
communication radio services. I can conceive of somebody sending 
a code message by merely singing Home, Sweet Home over the radio. 

Mr. McSwain. The ether agitation does not stop with the short 
line; you can not tell where it will go. 

Mr. Griswotp. That is right, sir. 

Mr. McSwain. So I think the Government ought to be in control, 
absolutely, of every person who broadcasts over any instrumentality 
of this Nation in event of war. 
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Mr. GriswoLp. I think it is a matter that will have to be given 
serious consideration and I think the radio is a quite particular and 
difficult problem. 7 

Mr. CoLLIxs. The.only recommendation I understand you have 
made to this commission is the passage of a bill giving complete 
authority or control to the President of the United States? 

Mr. GriswoLp. Giving him sufficient authority to act in case of 
an emergency; yes, sir. 

Mr. CoLLiws. Well, to what extent would that authority go? 

Mr. GriswoLp. I do not know just to what extent. I am not an 
expert along that line. That is merely a broad idea I have that 
that would be a desirable situation to have in case an emergency 
arises. 

Mr. Corrs. Do you think the giving of the authority would 
not be contested at law because of the fact that we might be at war? 

Mr. Griswotp. That is a legal question, sir, and I am not a lawyer. 

Mr. CoLLrNs. However, in the exercise of that authority, you think 
industry ought to be protected so that it would not be injured at 
all during the conduct of the war? 

Mr. Griswotp. I did not say, Congressman, “ injured at all.” Any 
upheaval if it is a great one, or any strife or conflict if it is a great 
one, is bound to affect industry and all of our people. 

Mr. CoLLins. Well, injured to the smallest possible extent? 

Mr. GriswoLp. Correct, sir. 

Mr. CornLrNs. And you would not like to see this commission adopt 
or recommend any sort of policy that would injure industry to any 
appreciable extent ? 

Mr. GriswoLp. That is right, if it can be worked in properly in 
the general plans. 

Mr. Corns. Then, in the event of a major emergency, you think 
the telephone and the telegraph lines and the radio systems ought 
to be controlled by some governmental agency? | 

Mr. Grisworp. I think it would be desirable for the purpose of 
coordination; yes, sir. This is the only country, the only major 
power in the world, that prohibits by statute the consolidation of 
wire. cable, and radiotelegraph companies. Now 1f they were con- 
solidated into one unit, not only would there be better service but 
American communications would not be handicapped with reference 
to foreign communications, and, from the standpoint of national 
defense, it would be a desirable situation. 

Mr. Corus. And in the event control is found necessary, you 
think the President should go out and select some important civilian 
who understands the proper transmission of intelligence, or a group 
of individuals who have had wide experience in that line, and put 
them in charge of the operation of these lines of communication ? 

Mr. Grisworp. Yes, sir; under supervision of the Government, 
so that there could be proper coordination with the requirements 
of the Government. 

Mr. CoLLins. And that the business ought not to be disturbed ? 

Mr. GriswoLD. Any more than it is necessary. 

Mr. Corns. Now, with reference to planning for war, if this 
country carries on as it has in the past, we will have small wars and 
we will have important wars, sae vou think the planning should 
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largely be left to the consideration of the President after it becomes 
apparent that we will have war? ae 

Mr. GriswoLo. No, Congressman. I did not say that. I think it is 
perfectly proper for this commission to get all the basic information 
as to what industry can supply, as to the quantities, types, and so 
on; that it should study the requirements of the Government as to 
what it might require and have that information available, so that, 
when a war does arrive they can take whatever part of that infor- 
mation they need and make at that time a detailed, specific plan 
that fits that emergency. But to try to make one now, I think, is 
simply out of the question. 

Mr. Cotnins. I did not get that. 

Mr. GriswoLn. To try to make such a detailed prepared plan at 
this time and cover it by legislative act I think would not he the 
proper course. 

r. ConLiNs. But vou think this commission ought to get that 
information and have it available for the Congress and the Presi- 
dent ? 

Mr. Grisworp. I think it would be desirable; yes, sir. 

Mr. CoLLinNs. You would therefore recommend the continuance 
of this ion from month to month and year to year. would 

ou not! 

Á Mr. GriswoLp. Well. this commission or some board that is estab- 
lished by the Government. Whatever the agency is, I can conceive 
that there is a very desirable job there to be done. 

Mr. Corns. Do you think that ought to be a military and naval 
board. or a civilian board? 

Mr. Griswotp. I had not thought as to that. So long as the men 
are qualified to do the work, to get the information, to understand 
and use it 

Mr. CoLLIss. You do not care whether it is a military board or a 
civilian board ? 

Mr. GriswoLp. That gathers this information ? 

Mr. CoLLINS. Yes. 

Mr. Griswo tp. No, sir. 

Secretary HurLeY. Mr. Griswold, in your suggestion for the car- 
rying on of business as usual during an emergency, that does not 
prer ude the opinion I think expressed by you that the economic 

urdens of war should be equalized, so that they will not fall heavier 
on one element of the citizenship than another 

Mr. GriswoLb. I did not make such a statement, Mr. Secretary. 
I do not know of any way that the burdens of life. either in war or 
peace. can be equalized. We can not do it in peace times; at least, 
it 1s not done in peace times. I do not know how it could be done in 
the case of national strife. 

Secretary HurLeY. Are you in favor of trying to do it, or just 
to let it go as it is? 

Mr. GriswoLb. No; I am not in favor of anything that will take 
away from our people the initiative to produce. to do things. Our 
people do things just a little bit better than almost anybody else, 
and they do it because of the incentive. The kind of a government 
and the kind of laws and the conditions generally that exist in our 
country permit them to have that incentive. Now, if you are going 
to take that away from them by any kind of legislation that will 
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dampen that spirit, you are not going to have the same prosperity, 
the same incentive to do things, and you are not going to have the 
same spirit in your people that you have to-day. 

Secretary HURLEY. Let me ask you in Another way: Are you in 
favor of requiring a man to give his life for his country, while 
another makes unreasonable profits because of war? 

Mr. GriswoLD. No; and I think the recommendations I have 
made would tend to prevent unreasonable profits. I do not know 
of any way that any laws or rules, or anything else, could be set 
up that would absolutely govern and control, so that the burden 
could be equalized throughout our whole people. I do not know 
of any way it can be done. 

Secretary HurLey. Do I understand now that you want the 
matter to stand as it was during the last emergency; or is your object 
to improve upon that situation? | 

Mr. GriswoLp. I think, while a very fine job was done in the 
last emergency, that, as you stated this morning, hindsight is better 
than foresight. I think we could make some improvement. I 
think one possible improvement lies with the Government itself in 
having not so many different boards, but having them coordinated 
under one, so that there is greater centralized authority. Then you 
will find that the burden upon industry is very much less and many 
of the conditions which resulted in the last war will not accrue 
again. 

eritdi HurLeY. You are aware that under the national defense 
act a plan is set up with all of the authority for procurement cen- 
tralized under one head? 

Mr. Grisworp. I have not read that in a long time, Mr. Secretary. 
I am not entirely familiar with it. 

Secretary HurLeY. You have, then, no suggestion other than that 
contained in the paper which you have Ped: of a plan that would 
tend to minimize profits and equalize the economic burdens of war? 

Mr. GrriswoLD. No; except I think, if these suggestions I have 
made are carried out, they will have a very benign effect upon that. 

Secretary HurLeY. Do you wish to suggest any form of legisla- 
tion to accomplish your suggestions £ 

Mr. Griswoxp. I am not entirely familiar with the existing legis- 
lation, Mr. Chairman. If it is necessary to have any legislation to 

ive the President the authority I have suggested, or to have a 
hoard that would follow up and get the basis information that 
would be necessary, as and when the emergency arises—if it is 
necessary to have legislation for that—I certainly would be in favor 
of that kind of legislation. 

Secretary HurLeY. Then, you have not analyzed the authority 
which the President now has, that is, his constitutional authority, 
his statutory authority, and his imphed authority, to see whether 
or not he could now do everything suggested by you without addi- 
tional legislation ? 

Mr. GriswoLb. I have not; no, sir. 

Secretary HurLeY. And for that reason you have not prepared 
any form of legislation you would ask this commission to recom- 
mend to Congress ? 

Mr. GriswrFLD. No, sir; I have not. 
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Secretary HurLey. Thank vou very much, Mr. Griswold. The 
next witness will be Col. Charles B. Robbins, president of the Cedar 
Rapids Life Insurance Co.; judge of the superior court, Cedar 
Rapids, 1909 to 1919; commander of the Iowa Department of the 
American Legion, 1923; civilian aide to the Secretary of War for 
Iowa, 1924 to 1927; and Assistant Secretary of War, 1928-29. 


STATEMENT OF COL. CHARLES B. ROBBINS, PRESIDENT CEDAR 
RAPIDS LIFE INSURANCE CO. 


Colonel RoBnins. Mr. Secretary and members of the commission, 
I wish to read a comparatively short statement of my individual ideas 
and the ideas of the national defense committee of the Legion, of 
which I am chairman. so far as regards at least part of that member- 
ship on this subject—and in the Legion committees we do not always 
agree—and then I shall be very glad, if I can, to answer any questions. 

The demand for universal conscription of men, money, and material 
in the event of major emergency grew out of the experience of this 
Nation during the World War. An almost total lack of unprepared- 
ness and the expansion of our Army to thirty times its size before 
the war caused a tremendous disturbance in the business life of the 
country, as well as in its social life. The enormous demand for 
material and supplies caused prices and commodities to soar to a 
greater height than had ever before been attained in the Nation. The 

rice of labor rose correspondingly. Enormous fortunes were made 
in the space of a few months out of the necessities of the Government, 
and the cost of labor both within and without governmental service 
increased so rapidly that with the combination of high prices paid 
for commodities and higher prices for labor it did not seem there 
would be enough money in the world to keep the United States going 
in case the war stretched out another two years. 

It was to relieve this situation that the suggestion was first made 
by men who had been in the service, that what is known as a universal 
conscription bill be enacted, the intent being that capital. manufac- 
turers. and labor should be recompensed on a parity with the men 
called into the Army through the draft. and prevent the making of 
enormous fortunes overnight on the part of unscrupulous men. It 
has been well said that a man is patriotic but a dollar is not, and that 
was thoroughly proven during the World War. 

It is my earnest conviction that the hoped-for results would not be 
obtained through bringing civilian labor into the Army as such, or 
through direct governmental control of either transportation or man- 
ufacturing establishments. The men in charge of our great transpor- 
tation systems know more about their operation than anyone else 
could possibly know: the men in charge of our manufuacturing 
establishments are better qualified to manufacture the article which 
they have been accustomed to making than anyone coming from out- 
side could possibly be; the farmer knows more about tilling the soil 
than anyone who is not engaged in that occupation. Each is best 
fitted to pursue his ordinary vocation without the delay and disturb- 
ance inevitable in bringing him directly into the Government serv ce. 
So that if it 1s possible to accomplish the desired result, which, as I 
understand it, is to take the profits out of war and make labor. capital, 
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and industry bear equal burdens with the man in the field, it should 
be done in some other way than by universal conscription in the 
ordinary acceptance of the term. 

It is quite true that in time of war there must be a certain limita- 
tion of the freedom of individual action. I could easily conceive of 
a law providing for universal registration of all able-bodied men and 
women; their assignment to civilian duties by boards similar to draft 
boards; close supervision of such men and women through their 
employer lb to a central board; and penalties being imposed 
for an employee quitting his service should the occupation he is 
engaged in be one which is essential for the war, such penalties being 
similar to those imposed upon a soldier for desertion. The most 

racticable way to accomplish this is, in my opinion. through an 
cea order somewhat similar to the “work or fight” order of 
the World War. 

So far as transportation is concerned, the American Railway 
Association, under supervision of a governmental agency, would be 
in a much better position to handle all problems arising in connec- 
tion with transportation of men and materials, than any govern- 
mental official. So far as manufactured articles are concerned, the 
development of the procurement planning branch of the Assistant 
Secretary of War has already reached a stage where most of the 
confusion incidental to procurement in the late World War can 
easily be avoided. The Nation at large knows but little of the 
activities of this branch of the office of the Assistant Secretary of 
War. It has had but meager support in appropriations by Con- 
gress—I am not saving that was the fault of Congress, because it 
was not asked for; but during the period I was in there it amounted 
to less than 1 per cent of the total appropriations of the War De- 
partment—yet the results accomplished during the last 10 years 
have been little short of wonderful, and by cooperation with the 
Navy I firmly believe that the problem of supply of material can 
be solved with the least possible disturbance to the normal business 
life of the country. 

A great war necessarily disturbs the normal business life of the 
country to a great extent, but through the wonderful system which 
has been devised, and by the experience gained through the pro- 
curement planning branch of the office of the Assistant Secretary 
of War, this disturbance, I firmly believe, will be reduced to a 
minimum. There must of necessity be a superagency of some sort 
directly under the President, which would have the power of the 
War Industries Board as developed during the World War, and 
which would have complete general control of the procurement of 
supplies, of labor conditions, and the raising of money to prosecute 
the war. This body would enable the President to exercise intelli- 
gent leadership over the industrial resources of the Nation. 

A law should be enacted providing for such a body after the mat- 
ter has been carefully studied so that we would not be obliged to 
ey such a law in the hurry of preparation after war has been 

eclared. Undoubtedly such a law should be couched in general 
terms and should accord to the President authority to regroup the 
Executive functions. such as was given him him under the Overman 
Act in the World War. Here I might remark that under no condi- 
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tions should any peace-time law operate to restrict in the slightest 
degree the war powers of the President as they have been generally 
understood in this country. While it is true that such an agency 
would have no particular function in time of peace, if we had one 
created that had been educated to its duties in time of peace, it 
would function much better in time of war. Such a board should 
be given the power, under the President, to fix the price of all im- 
portant commodities, including labor, and this could be done at 
normal peace-time prices, and could be maintained throughout the 
country so far as domestic products are concerned. I firmly believe 
in the power of the Government to fix prices in time of war, and 
through this method profiteering could be prevented, and yet the 
Government contractor for either labor or manufacture could be 
protected at a reasonable profit. I seriously doubt the wisdom of 
attempting to do this through the enactment of a law which might not 
prove to be adapted to the situation of the moment, when an emer- 
gency would arise. I might say in passing, gentlemen, that all these 
remarks are addressed to what we call a major emergency, and not 
such a war as the Spanish War. It must be such an emergency in 
which the entire resources of the Nation would be called into play. 
I believe that the end sought must be obtained through negotiations 
and cooperation guided by intelligent governmental leadership. 

The complaint of the man who saw service in the Army during the 
war against the conditions which prevailed outside of the Military 
Establishment was not caused by the fact that the man in the Army 
was getting a very modest allowance as pay, but because of the fact 
that men not in the Military Establishment but employed in the 
factories and shipyards were receiving wages out of all proportion to 
reason or justice. There is no reason why a man siinploved in civil 
life in time of war should be receiving wages out of proportion to 
the man who is risking his hfe in the Army, and such a situation 
could be prevented by price fixing. If the laboring man can be 
assured that his cost of living is not going to increase during a war, 
there is no reason for him to ask for higher wages than those which 
he normally receives. The same thought is equally true when ap- 
pled to both the production of raw materials and the manufacturing 
interests. It does not scem logical to my mind to permit a man en- 
gaged in manufacturing to make enormous profits and then attempt 
to take them away from him through the imposition of an excess- 
profits tax. It is far more logical to prevent the making of such 
profits in the first place, and it can be done. 

So far as legislation, such as it is contemplated this commission 
should draw, is concerned with the conscription of capital wealth, 
I have only this to say: Capital is the most elusive thing in the world. 
Dollars can disappear into hiding places. The system of raising 
money during the World War through Liberty Ioan drives was cer- 
tainly the most successful civilian activity of the Government. I 
see no reason why it should not be equally successful in any future 
emergency, and it will be if the sentiment of the citizens of the 
Nation is overwhelmingly in favor of the war. If the sentiment of 
the majority of the citizens is not in favor of the war, then the 
Government will find that attempted conscription of all capital 
wealth will likely result in its being secreted. 
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I believe that the present procurement-planning branch of the 
office of the Assistant Sel of War should be strengthened, that 
the Navy should be made an integral part of such branch roe 
cooperation with the Assistant Secretary of the Navy, and that suffi- 
cient financial suppor should be given by Congress so that present 
plans might be fully completed. The Nation most prepared to de- 
fend itself has the strongest guarantee of peace. 

That concludes my statement. 

Senator Rosıxson. What do you think of the proposal to change 
the Federal Constitution so as to require, except in cases of actual 
invasion or attack, a referendum before a declaration of war? 

Colonel Roggıxs. That would be fatal. 

Senator Rosınson. Will you give the reason ? 

Colonel Rogsixs. They would have us whipped before we got 
through with our referendum. I do not believe in the repeal of the 
fifth amendment; I do not think it is necessary. I do not think any 
constitutional amendment is necessary to put this system in force that 
I have been recommending here. 

Mr. HapLeY. Have you read Mr. Baruch’s suggestions which he 
made to the commission ? 

Colonel Rossins. No; I did not read Mr. Baruch’s testimony. 

Mr. Haptey. Your thought is to reach this matter the commission 
primarily is considering through some other instrumentality than 
through the sequestration of private property ? 

Colonel Rosstns. Yes, sir; or of puttin the industrial plants and 
transportation systems under the War Department or any other 
department. 

Mr. Hap ey. Concretely and briefly, just how would you accom- 
plish that? 

Colonel Ropsins. Through the formation of a board similar to the 
War Industries Board, under the President, on which the various 
departments of the Government would have representation, at the 
head of which there would perhaps be a man who might be called 
war industries director, or something of that sort. 

Mr. Haptey. How would you control profits? 

Colonel Rossrns. That matter of price fixing, of course, is a very 
complicated thing. It is something that would have, first, to result 
in the fixing of prices on essential commodities, and then would have 
to go down through other items. 

Mr. Haptey. I assume from your statement you are still satisfied 
there is authority under the Constitution to control prices in time of 
war, without any amendment to the Constitution ? 

Colonel Rossins. Yes, sir; as long as it is not confiscation. 

Mr. Haptry. And what instrumentality would determine the 
prices—the same board that you referred to? 

Colonel Ropsrns. Yes, sir; under the President. 

Mr. HapLeyY. In other words, your idea, then, is to have one general 
board act, under the authority, of course, and in cooperation with and 
under the direction of the President as Commander in Chief? 

Colonel Rossrns. Yes. 

_ Mr. Haptey. This general board would determine all these matters? 

Colonel Rossins. Yes, sir. 
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Mr. Haprey. Through such subordinate instrumentalities as it 
might find necessary to create ? 

Colonel Rossins. Yes, sir; that is right. 

Senator Swanson. At what time would you fix prices—freeze them, 
in other words? 

Colonel Roprins. Well, it has been suggested, in studies that have 
been made, 90 days previous to the declaration of war; but it is pretty 
hard to say in advance as to what time prices should be fixed, because 
there might have been an abnormal condition in the country at that 
time. It would have to be governed largely by the situation when 
the war broke out, and if this board was in existence, as I am sug- 
gesting, legislation should be passed so that, if the situation became 
threatening they could make a study of it at once. 

Senator Swanson. You, then, would not favor a statute fixing 
prices by freezing them at a specific time—60 days, 90 days, or 6 
months? 

Colonel Ronurns. No, sir; because it would be too inflexible. 

Senator Swanson. You believe it would be better to have prices 
fixed by this board as it needed material and conditions developed ? 

Colonel RonbIxs. Yes, sir. 

Mr. HapLeY. One other question I would like to ask: I am not 
certain 1 understood the capacity in which you are appearing. Do 
you appear on behalf of the committee of the American Legion? 

Colonel Ronnixs. Well, I am chairman of the national defense 
committee of the Legion, and I did not get this telegram to come 
down here until a day or two ago. 

Mr. Hanley. I wanted to be clear as to whether you want it to 
be understood as presenting the viewpoint of that committee. 

Colonel Rospprns. I was not here when the national commander 
appeared before this commission; I have not read his testimony, but 
I have talked to him about it, and I do not think it is far different 
from what I have given you. I have not read it, but I have talked 
to him, however. 

Mr. Haber. It is your thought that you do reflect, in your state- 
ment here, the viewpoint of that committee. 

Colonel RorBixs. Of the majority of the committee; yes, sir. 

Senator Swanson. After using all the precautions that are possible, 
and you have not been able to prevent excessive profits, you would not 
have any objection then to having an excess-profits tax to equalize 
whatever excess profits are made? 

Colonel Rospins. Oh, no, sir. I think the excess-profits tax is a 
good thing under the conditions that existed during the World War, 
inasmuch as we made no attempt to fix prices, but permitted them to 
go up as they pleased, and, nde the general income tax, the profits 
made out of the war-time activities, industrial and otherwise, could 
be pared down. 

a Swanson. Then, as I understand, you and the Legion are 
in favor of taking precautions to prevent excessive profits? 

Colonel Roggins. Yes, sir. 

Senator Swanson. And if your precautions did not operate success- 
fully and excessive profits were made, you still would favor using the 
taxing power to equalize them, as far as possible? 

Colonel Rossins. Yes, sir. 
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Mr. McSwain. I wish to ask Colonel Robbins to help us clarify 
some ideas of definition. Colonel, when you speak here in general 
terms of this resolution and various resolutions of conventions of the 
American Legion, about taking the profits out of war, I do not under- 
stand it is conceived by any real thinking legionnaire that we should 
prevent anybody from making normal peace-time profit, but that 
this move is to take war profits out of war? 

Colonel Rossrns. Quite right. 

Mr. McSwain. That is, to take very excessive and unusual profits 
that would arise from inflation and to keep the rises in prices, which 
we ordinarily describe as profiteering, out of war? 

Colonel Rossrns. That is right. 

Mr. McSwain. Whereby many thousands made many millions? 

Colonel Rossrns. Right. 

Mr. McSwain. Now, as to your definition of equalizing the bur- 
dens of war, Colonel, of course we all recognize there can be no ideal 
equalization of the burdens of war in the civilian population and in 
industry any more than you can equalize the military burdens of 
war. The military burdens of war have not been equalized either, 
have they; one soldier stands half up to his neck in cold mud in 
the front-line trenches for weeks, goes for days without rations, has 
a portion of his body shot away, and finally loses his life, while 
a soldier is so far back that he has never even heard a gun 

red ? 

Colonel Rossins. Quite right. 

Mr. McSwain. And that was not the fault of either one of those 
soldiers, was it ? 

Colonel RobbIns. No, sir. 

Mr. McSwain. It was one of the incidentals of war, but was as 
nearly equal as could be, was it not? 

Colonel Ropprns. Yes, sir. 

Mr. McSwarn. Now, when we talk about equalizing the burdens 
of war we mean, not mathematical equalization, not idealogical 
equalization to the men, but equalizing them as much as practicable 
in the ordinary workaday world. 

Colonel Robbins. Yes, sir. 

Mr. McSwain. So that one man won't make millions and another 
man lose his life? 

Colonel RoBBins. You can not equalize the burdens of the man who 
is running the risk of losing his life on the front hnes as compared 
a the man who is driving a truck here in the United States some- 
where. 

Mr. McSwain. Exactly; but where a man loses his health, or a 

art of his body, you can pay him a very liberal pension, but per- 

aps you can never restore to that man the independence or the 
a that man would have enjoyed if he had not lost the 
ability to labor. | 

Colonel Rossins. That is right. You can not pay a man for risk- 
ing his life. 

r. McSwain. And nobody expects that. 

Colonel Rogsins. The main thing is, if he is injured, to take care 

of his dependents. That was the French system. 
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Mr. CoLLins. Mr. Robbins, you were formerly Assistant Secretary 
in charge of procurement planning. 

Colonel Rossins. Yes, sir. 

Mr. CoLLins. You testified on several occasions before the Sub- 
committee on Appropriations handling the War Department appro- 
priation bill? 

Colonel Rosatns. Yes, sir. 

Mr. Corns. I remember, on one occasion, in outlining the things 
you were undertaking to do at that time, you stated you had Army 
officers under you who were investigating the factories, the indus- 
tries, of the country. 

Colonel Rossrns. Yes, sir. 

Mr. Corns. Their output, their maximum output, their machines, 
and the possibility of changing these machines from peace-time to 
war-time purposes; the maximum capacities of these machines, and, 
in fact, everything that went into the manufacture of articles, and 
the possibilities of transportation lines, and so on ? 

Colonel Robbins. Yes, sir. 

Mr. CoLLiNs. Now, you did this, as you stated in your testimony 
on one occasion, not only with reference to cannon, machine guns, 
and various implements that could and would be used in war, but 
you went out into the realm of shoes, clothing, and practically every- 
thing that the Army could and would use, and also what the civilian 
population would likewise use, so as to find out all that was possible 
about the factories and the mines and transportation companies and 
industry throughout the country ? 

Colonel Ronsrns. Yes, sir. 

Mr. CoLLIss. And that you were training people, regular Army 
officers and reserve officers, and so on, giving han commissions, and 
so on, so that in the event of war they could know the possibilities 
of factories and the machines that were in them. and so on? 

Colonel Ronsrns. Yes, sir. : 

Mr. CoLLixs. Now, you had in mind, of course, as I took it from 
your testimony, that these people who were commissioned would be 
in either direct or indirect control of the industries of the country? 

Colonel Rorstns. No, sir. They would be in contact with them, 
but not in control of them. They would be there to explain the 
needs of the War Department to those industries. 

Mr. CoLLins. How would it be possible, Mr. Robbins, for any Army 
officer to know the capacity of the machine and expect that machine 
or the owner of that machine to get the maximum capacity out of 
it, unless he exercised a control or quasi control over it? 

Colonel Ronsins. If he knew what that factory was capable of and 
if under the contract that man had made with the Government—if 
he had any reason to believe that man was laying off on the job, 
he could report that matter to the War Industries Board, the appro- 
priate branch of it, and the man be dealt with. 

Mr. Corns. Is not that, then, a quasi-military control of that 
factory ? 

Colonel Rosains. No; because the man would have a right to be 
heard before the War Industries Board, which would be a civilian 
board. 


WAR POLICIES COMMISSION 259 


Mr. CoLLins. You do not think that the power that is exercised 
or would be exercised in the event of war would constitute a quasi- 
military control over that factory? 

Colonel Robbins. I would not be in favor of it, Mr. Collins. 

Mr. CoLLins. Well would that not result? If the only people 
you are training in this particular line to contact these factories are 
people who are commissioned as officers in the Army or Navy, they 
are the ones who determine the possibilities of the factory; they 
are the ones who determine the capacity even of the machines that 
are in these factories. They report to the War Industries Board and 
their report will be taken by the War Industries Board as final, and 
won't their action constitute a military supervision of the machines 
and the factories and the transportation companies in this country? 

Colonel RosIxs. I do not believe so, Mr. Collins. In the first 
place, these men are not Regular Army men; they are civilians. 

Mr. CoLLins. But they are commissioned in the reserve and the 
man commissioned in the reserve becomes an officer of the Army of 
the United States in the event of war. 

Colonel Rossrns. I would not. be in favor of giving that man any 
control over the maximum production of the factory with which he 
was in contact. 

Mr. CoLLins. But you have commissioned him as an officer. 

Colonel RonbINs. Yes, sir. | 

Mr. CoLLixs. And commissioned him as an officer for the purpose 
of exercising some sort of supervision over it? 

Colonel Rossrns. For contact. 

Mr. ConLixs. You call it “contact,” but I call it “supervision,” 
and I think the name I call it in reality will be what it will be in 
the event of war. 

Colonel Rossrns. Just take, for instance. the manufacture of a 
shell: It takes an engineer, a man thoroughly versed in the me- 
chanics of a shell and knowledge of a shell, to explain to the civilian 
how to make that shell from the blue print. and everything. 

Mr. CoLLixs. You have those now; you have gauges. jigs, dies, 
and plans for the making of every worth-while war implement; you 
have them stored, so that really the only thing that it will be neces- 
sary for the War Department to do will be to pass those jigs, gauges, 
dies, and plans over to the civilian manufacturers and let them 
produce? 

Colonel Rossins. Well, in the first place, we want an officer there 
s inspect the finished product, to see that it was right; in the next 
place i 

Mr. CoLLixs. There is not any objection to that. but vou are going 
very much farther than that; you are going into the actual potential 
cutput of the factories; the potential output of the various machines 
+ the factories; you are going into the possibilities of transportation 

ines. 

Colonel Ropsrns. Yes, sir; so that we may know definitely on what 
the Government may depend in event of emergency. 

Mr. Cortis. And the lines of communication, and into every 
civilian activity in this country, and training men, as you say, to con- 
tact them; you are putting into these industries men who become 
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officers and you are commissioning them as officers in the United 
States Army, and I suppose ultimately the Navy will do likewise. 

Colonel Rospsrns. Well, we hope so. We have not got the Navy in 
the picture as much as we would like to have it. But, Mr. Collins, 
my idea and the idea of the procurement planning branch is that the 
procurement agencies of the Army will make contracts with those 
men who own the factories, and they will do the work under a con- 
tract with the Government. 

Mr. CoLLixs. And to many of them you have given commissions. 

Colonel Ronpsrns. No; I am speaking of the manufacturers. 

Mr. CoLLins. But you have men in the manufacturing industries 
of the country whom you have commissioned as first lieutenants, cap- 
tains, majors, colonels, and so on. 

Colonel Rozssrns. The men who will manufacture are not being 
commissioned, as I understand it. 

Mr. Cott1ns. But you have done it. 

Colonel Ropsrns. We have commissioned a number of men. 

Mr. Connins. You have commissioned 14.000 of them. 

Colonel Rosstns. We have commissioned a number of them at 
various times in the reserve; ves, sir. A lot of those would be called 
directly into the service of the Government and be sent out with the 
Army. 

Mr. CoLuixs. I understand; but in the actual procurement you 
yourself testified, on one occasion, that you needed only about 5,000 
for the purpose of buying articles of war in a mobilization plan which 
is based on approximately 3,000,000 men. 

Colonel Ropsrns. If I testified to that. I have completely forgotten 
it, Mr. Collins; because I would not have the figures at hand now, at 
least to know the exact number that would be necessary. There 
would be an enormous number of additional officers necessary in the 
supply branches. There are seven supply branches, and they are 
scattered through the seven supply branches. 

Mr. CoLLrxs. Going to another subject, vou do not think that an 
amendment to the Constitution is necessary ? 

Colonel Rossrns. No, sir. 

Mr. CornLixs. To be recommended by this commission? 

Colonel Rossrns. No, sir. 

Mr. Conztrns. Because you think that under existing law we can 
draft men for the Army and for any other purpose as we may need ? 

Colonel Rossrns. I think the draft act has been repealed, Mr. 
Collins; I do not think it is in force. 

Mr. Corriss. But vou say that Congress has the power? 

Colonel Rogriys. Yes, sir; to pass a draft act, and I think if they 
can pass a draft act calling men into the military service, they could 
pass a law for the registration of civilians. That is what { suggested. 

Mr. Cotttns. What do you mean? 

Colonel Ropsrns. By the registration of civilians? 

Mr. CorLixs. Yes. 

Colonel Ropsrns. I think it would be a good thing. 

Mr. Cotirns. That is so as to keep certain classes of labor from 
getting large salaries in the event of war? 

Colonel Ronprxs. Well, to know where a man is and what he is 


doing. 
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Mr. CoLLins. So that you can put him to work? 

Colonel Rossins. Put him to work. 

Mr. CoLLINs. That is all. 

Secretary HurLeY. Mr. Robbins, with reference to the industrial 
mobilization plan set up under the national defense act, do you know 
of anything that has ee done under that program other than a 
study of the requirements of the armed forces and a study of the 
industries of the Nation to furnish the required articles? 

Colonel Rossins. There has been a survey made of some thousands 
of factories as to their capabilities of production and in that survey 
the managing board or owner, the real owner of the factory, has been 
consulted, as I understand, Mr. Secretary. 

Secretary HurLeY. There has been some discussion before the com- 
mission of the militarization of industry. Do you know of anyone 
charged with the responsibility in connection with the plan who has 
the remotest idea of militarizing the industry of the United States? 

Colonel RosbINs. No, sir. The whole plan looks exactly to the 
opposite view; the object of the whole plan is to prevent militariza- 
tion by organization in peace time. 

Secretary HurLeY. Another object is to familiarize those who will 
need the articles for expenditure in war to know the capacity of the 
o to supply them and the difficulties under which they are sup- 

ied ? 

Colonel Rossins. That is right; yes, sir. 

Secretary HurLeY. Mr. Collins in his questions a while ago stated 
this industrial set-up would report to the war industries board in 
time of war and they would take the report as final. Do you know 
anything that requires anyone to take any report as final? 

Colonel Rossins. Exactly not. The President would have the last 
authority and the war industries board be under him. 

Secretary HurLeY. And the purpose would be to supply that board 
with information, would it. not? 

Colonel Rogstns. Yes, sir. 

Secretary HurLeY. And not to bind the board in its action in any 


way ? 

Colonel Rossrns. Oh, no. 

Secretary HurLeY. Then the study is to ascertain what the require- 
ments of the Army would be in time of emergency ? 

Colonel Rossins. Yes, sir. Some 700,000 items were used in the 
last war—to give you an idea of the extent of the different items. 

Secretary HurLey. And the purpose, then, of the military board 
would be to say to the procuring branch what it wants, and it would 
be the duty of the procuring branch to supply that, would it not? 

Colonel Rossrns. Yes, sir; through the seven services of supply. 

Senator Swanson. Your report, then, would be based on the num- 
ber of men the United States would need in an emergency? For 
instance, if you needed 1,000,000 men, or half a million men, or 250,- 
000 men, what you would recommend would be to ascertain the needs 
of me Government according to the idea of what the requirements 
were? 

Colonel Rossins. Yes, sir; procurement planning. That is, we 
plan for an army of a million men, 2,000,000 men, 3,000,000 men. 
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Senator Swanson. And you have figured on the requirements of 
the war in that way? 

Colonel Rospins. Yes, sir; and the idea is there shall be as little 
upset in the normal business life of the country as possible. That is 
the idea running through the whole thing. 

Secretary HURLEY. N ow, Mr. Collins suggested a while ago that, 
under the direction of the Assistant Secretary of War, you now have 
Jigs, dies, and forms for the making of munitions? 

Colonel Rospsrns. Yes, sir. 

Secretary HurLeY. Do you suppose there is any likelihood of those 
jigs, dies, and forms being changed as progress is made during the 
years to come? 

Colonel Rossins. The whole situation changes constantly; there is 
a constant shift. A war fought to-day would not be fought with the 
same weapons that the World War was fought with, and the jigs, 
dies, and all of those things that were made during the World War 
for the manufacture, say, of cannon, rifles, and a great many other 
things, like shells, have changed materially in the time that has passed 
since the World War, and they are changing constantly. 

Secretary HurLeY. In what position would this procurement 
branch be if it stored away all of those jigs, dies, and forms and 
forgot them until another emergency occurred ? 

Colonel Rossins. Well, they would be obliged to fight the war with 
weapons that were inferior to the weapons the opposing nation was 
fighting with, the same as the old squirrel rifle would be to the high- 
powered military rifle. 

Secretary HurLeY. Then your experience would force you to the 
conclusion that constant study and constant revision of plans is 
essential to preparedness? 

Colonel Romrins. Absolutely. 

Secretary Hurvey. Again, in regard to militarization, as to the 
suggestion of a war board, and the chief of that board, it has never 
been intended that that should be a military organization ? 

Colonel Ropprns. No. sir. 

Secretary HurLeY. On the contrary, it is to be a civilian organ- 
ization ? 

Colonel Rorsrxs. That is right. 

Secretary HurLeY. At the present time. is the Assistant Secretary 
of War. who has charge of industrial mobilization, a military man 
or a civilian? 

Colonel KoBnrys. I was going into that. Mr. Secretary. The na- 
tional defense act, section 5 (a). makes first and foremost certain 
duties of the Assistant Secretary of War—it gives to him specific 
duties. One is current procurement for the Army; by that I mean 
current purchasing, and the other is what is known as procurement 
planning. It is a civilian office in the War Department, intended 
to be filled by a civihan and to have charge of the civilian activities 
of the War Department. 

Secretary HurLey. In regard to personnel during the last emer- 
gency, was 1t difficult to choose the personnel for the decentralization 
of procurement throughout the Nation? 

Colonel RorBrxs. Oh, it was almost impossible. 
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Secretary Huruey. And the result was that, trying to get this per- 
sonnel under the stress of an emergency, often a wrong choice was 
made that wrought great injury to the service? 

Colonel RonnIxs. Yes, sir. 

Secretary HurLeY. Does the Assistant Secretary of War, under 
the present set-up, attempt to familiarize himself and his organ- 
ization with the qualifications of industrialists in the various dis- 
tricts of the Nation? 

Colonel Rossins. Yes; and that is the only way we would have of 
educating those men, these industrialists, to what military produc- 
tion means, by bringing them in and letting them study it. Then 
they will have a better vision of what they will be expected to do in 
time of war. 

Secretary HurLeY. Do these industrialists who would be relied 
upon in time of war study the plans of industrial mobilization now? 

Colonel Rossrns. Yes, sir—to an extent that would be surprising. 
I spent one day in Pittsburgh when the heads of practically every 
industry in Pittsburgh sat in a room from 9 o’clock in the morning 
until 5 o’clock in the afternoon with just an adjournment. for lunch, 
discussing this plan and there was a considerable difference of 
opinion on some parts of it and they asked me what I thought of it 
at the end. I said “I am not so surprised there would be a differ- 
ence of opinion, as I am surprised at the fact that the heads of all 
of the great steel corporations and the Westinghouse people and all 
those people would spend an entire day discussing a hypothetical 
situation—take their time to do it.” They were that interested. 

Secretary HurLey. Have you at any time in your experience 
found it necessary to compel any industrialist to give his time or his 
attention to these problems, or have they done it voluntarily and 
willingly ? 

Colonel Rossrns. They are very eager to do it. Not only that, 
but I have not found any of them—and I have talked to a good 
many—who were in favor of war profits; that is, excessive profits. 
They said if they could only be guaranteed a moderate return, that 
is all they wanted; but every one knows, during the last war, condi- 
tions were so uncertain and demands so sharp that prices rose; but 
there were few legitimate concerns that made great profits and re- 
tained them. There were some of them, known as war babies, that 
came into being, made their money and got out of existence, and got 
away with it. 

Secretary HurLeY. As a matter of fact, what the industrialists 
are looking for is an intelligent plan and an intelligent leadership 
for an emergency, is it not? 

Colonel Rossrns. Absolutely right; yes, sir. 

tl HurLeY. Do you know of anything in the War Depart- 
ment, or the Navy Department, or in the Military Establishment, 
that combats in any way that theory ? | 

Colonel Rossrns. No, sir. Certainly in the War Department 
everything works on the theory of a civilian control, just as I de- 
scribed in the little paper I read. 

Mr. CoLLiNs. So that this office of which you were formerly the 
head concerns itself largely not with procurement, but with procure- 
ment planning? 
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Colonel Rossins. That is only one department, Mr. Collins. 

Mr. CoLLiNs. I know; but the procurement is largely in the dif- 
ferent buying agencies in the War Department? 

Colonel ROBBINS. Yes, sir. 

Mr. CoLLins. Now, in this procurement planning you have ap- 
proximately 150 officers, full time and part time, and about 300 
civilians or clerks? 

Colonel Rossins. I have not those figures. 

Mr. CoLLinNs. Those are approximately correct. Then every year 
you bring in about four or five hundred industrialists who are 
reserve officers. That is on the planning now ¢ 

Colonel Rossins. Men connected with industry. 

Mr. CoLLins. And these industrialists you speak of having ad- 
dressed at Pittsburgh, and elsewhere, are industrialists who hold 
reserve commissions, and there are about 14.000 of them? 

Colonel RorBINs. You have the figures. Mr. Collins: I have not. 
I wish we could bring in more; I wish we could bring in 500; I do 
not think we do. 

Mr. CoLLins. These industrialists engaged in the planning are 
the ones who have been commissioned—they are the ones together 
with the Regular Army officers, who are planning the capacities of 
factories, railroads, and every other industry of the country, along 
with the officers of the War Department, under the direction of the 
Assistant Secretary ? 

Colonel Ropstns. You mean planning the capacity ? 

Mr. CorLrINs. Yes. 

Colonel Rossins. I would not say that—planning the require- 
ments. 

Mr. CoLLixs. Well, you testified in one of the hearings before the 
Committee on Appropriations having charge of the War Department 
bill that you went even into the capacity of the machines in the 
factories. 

Colonel Rosppins. Yes, sir. We have to do that in order to know 
how much the factory will produce. 

Mr. Coturxs. And this procurement planning is entirely different 
from the actual buying of the articles? 

Colonel Ropprns. From what we call current procurement; yes, sir. 

Mr. Corkins. It is actually different! 

Colonel Ropprns. Yes, sir. 

Mr. CoLLINs. Now, in answer to the questions by the Secretary 
of War, you have led this commission, I am afraid, to believe that 
the only jigs, dies, and gauges you have in the War Department are 
old jigs, dies, and gauges. Is it not a fact that the Committee on 
Appropriations of the Congress gives you every year the maximum 
amount you ask for jigs, dies, and gauges? 

Colonel Rossixs. I am not able to answer that, Mr. Collins. 

Mr. Corrs. You know you never have been denied an appro- 
priation for jigs, dies, and gauges when you were there? 

Colonel Rospixs. Not by Congress, I think; but the Budget 
Director usually has something to say about that. You must re- 
member when a member of the War Department comes before a 
committee of Congress, Mr. Collins, he has to stick to the Budget 
and has to advocate the Budget. 
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Mr. CoLLixs. Oh, no; he does not. 

Colonel Rosrixs. Well, he does, or he gets fired. 

Mr. CoLLINs. No; you have a right to answer any question that 
a Member of Congress or a Member of the Senate asks you, and 
you can not be fired for doing it. You know that. 

Colonel Rossrns. I said to advocate it. 

Mr. CoLLinNs. Well, do you know of a single instance where the 
appropriation for jigs, dies, and gauges for current needs has been 
denied ? 

Colonel Rossrns. No, sir. And I will say this, that, in order to 
have sufficient jigs, dies, and gauges for the manufacture of any 
one current weapon in the Army, it would take so vast a sum of 
money that it would be useless to ask Congress to appropriate enough 
to make that particular article for a major emergency; because that, 
in turn, is superseded again by some other superior weapon. That 
is the real reason for it. 

Mr. McSwain. Colonel, from my sensing of the sentiments of 
the industrialists here and elsewhere, I think there would be no 
group in the Nation so bitterly opposed to the militarization of 
industry as the leaders of industry themselves ? 

Colonel Rossrins. I think you are right, sir. 

Mr. McSwain. Now, do you suppose they are so unintelligent as 
not to comprehend it if there should be some deep-laid scheme by 
which the blind bridle may be pulled over their eyes and they may 
be militarized, notwithstanding their will to the contrary ? 

Colonel Rossins. I do not believe they think that, sir. In other 
words, I just think this, if you will permit a suggestion: You do 
not, when you start in production with a machine, set up a brand 
new machine and start into quantity production; you try it out 
and test it. My idea of having a number of these men in peace 
time would be so that they can know something about the duties 
required of them in time of war. 

Secretary HurLeY. And as someone well said here the other day, 
is not such an organization more likely to industrialize the Military 
Establishment than the Military Establishment is to militarize that 
organization ? 

Colonel Rossrys. I think so; yes, sir. 

Mr. CoLLixs. That was Mr. Baruch. He said he neither wanted 
to militarize industry, nor to industrialize the Army. You do not 
think the giving to a man of a commission in the Army is putting 
a blind bridle on him? 

Colonel Rosn1xs. No, sir; not in the reserve. 

Secretary HurLeY. You might add to that by saying if the man 
to whom you give the commission is a manufacturer or industrialist, 
his paramount interest would not be in the reserve commission, but 
in his business, would it not? 

Colonel Rossins. Yes, sir. In order to get a man interested in 
this procurement planning, we give him a reserve commission—what 
we call a specialist reserve commission. 

Secretary HurLrey. That is all. Thank you very much, Colonel 
Robbins, for the assistance you have rendered us. 

(The commission thereupon adjourned until to-morrow, Tuesday, 
March 17, 1931, at 2 o’clock, p. m.) 
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WASHINGTON, March 17, 1931, 


The commission met at 2 o'clock p. m.. March 17, 1931, in the 
minority conference room, Senate Office Building, Washington, D.C., 
Hon. Patrick J. Hurley (chairman) presiding. 

Secretary HurLeY. The first witness this afternoon will be Mr. 
Arthur J. Lovell, vice president and national legislative representa- 
tive of the Brotherhood of Locomotive Firemen and Engine Men. 
He has been identified with railroad affairs since 1901. 


STATEMENT OF ARTHUR J. LOVELL, VICE PRESIDENT AND NA- 
TIONAL LEGISLATIVE REPRESENTATIVE OF THE BROTHER- 
HOOD OF LOCOMOTIVE FIREMEN AND ENGINE MEN 


Mr. Lover. Mr. Secretary and gentlemen of the commission, I 
appreciate this opportunity of coming here to-day and speaking in 
behalf of the railroad labor organizations, of which the one I have 
the honor to represent can only be here to-day. 

In response to your invitation to appear, I wrote Mr. D. B. Rob- 
ertson, president of the Brotherhood of Locomotive Firemen and 
Engine Men, and who also is chairman of the Railway Labor Execu- 
tives’ Association, composed of the 22 standard railway labor organ- 
izations. I will quote my letter of March 11: 

Inclosed herewith is reproduced copy of letter received this morning from 
Secretary of War Hurley, in which he extended me an invitation to attend 
a hearing and give testimony before the War Policies Commission, of which 
he is chairman., at 10 a. m., Mareh 16, in the minority conference room of the 
Senate Office Building. Also inclosed herewith is carbon copy of my reply 
thereto of even date, in which I accepted his invitation. 

This matter is directly related to the legislation which has been pending 
in several sessions of Congress, commonly Known as universal-draft legis- 
lation, purporting to conscript capital, as well as labor. 1 shall be pleased 
to have an expression of your views or any suggestions you may have to offer 
with respect to this matter. 

I received a reply from Mr. Robertson, dated March 14, 1931, 
reading as follows: 

This will acknowledge receipt of your letter of Mareh 11. inclosing copy 
of letter from Secretary of War Hurley as chairman of the commission 


authorized by Public Resolution No. 98, Seventy-first Congress, “To promote 
peace and to equalize the burdens and minimize the profits of war,” to be 
held at 10 a. m., March 16; also copy of your acceptance. 

I fully indorse your judgment in attending this meeting and shall be glad 
to have you do what you can to encourage such action as may be necessary to 
accomplish the purpose of the resolution. 

I have no detailed statement, gentlemen, to submit, because the 
organization I have the honor to represent and the Railroad Brother- 
hoods are not very strong on canned statistics or records, We 
believe in records, of course, but we are aware that conditions in 
our country are constantly changing. We are very glad this com- 
mission has been appointed and we hope the results (and we believe 
they will be), will be something that will place the United States 
in the foremest ranks of the world toward bringing about universal 
peace and come as near ending war, or eliminating war, as it is 
possible, under the very text of the resolution, which provides * To 
promote peace and to equalize the burdens and to minimize the 
profits of war.” 
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This universal draft legislation which I referred to in my letter 
and on which many hearings have been held by the Military Affairs 
Committee of the House, at which we made appearance, purported 
or claimed that they would conscript capital as well as labor. Had 
it meant what it said, we would have been for such legislation; but 
we did not believe that could be done, having regard to the Con- 
stitution of the United States, which provides, among other things, 
that property may not be taken without due process of law. 

The railroad employees of the United States and the four trans- 
portation brotherhoods comprise probably 500,000 men, who man 
_ the trains on all of the steam railroads of the United States. They 

are very essential, because, in time of war, transportation is one of 
the prime essentials. It is useless to have an army if you can not 
get them some place, and transportation is the very necessary requi- 
site to move your troops. Of course, it is also necessary to have 
ships and motor trucks and airplanes, and so forth; but they are 
all transportation, when you come down to the final analysis. And 
the railroads manned by the men I have the honor to represent 
here to-day represent a highly skilled, highly trained force of men, 
who have spent their lives and they are still at the job of making it 
safer for you and me and every other person who rides on the rail- 
roads, the steam railroads of the United States, than any other 
place you can be. Insurance actuaries tell us it is safer to buy a 
ticket on a steam railroad and go back in the sleeper and go to 
bed and ride all night than to go to your own home; because there 
are more people killed in getting in and out of bathtubs than there 
are on all of the steam railroads of this country. 

In event of war, our men are not slackers. During the World 
War thousands of our men volunteered and enlisted and served, 
not only in France and along the front, but one special corps, known 
as the ita Railway Corps, served in Russia and they did real 
service. 

These railroad brotherhoods carry insurance, and I just want to 
digress a moment here to state that when our men stepped off of 
United States soil to go to the front in the World War that we did 
not cancel their insurance, as many of the old-line companies did; 
we paid every claim and in one month my organization alone paid 
out more than a million dollars to the widows and orphans and 
afflicted. 

The result of the World War should have taught by experience— 
and I think it did—the necessity of being more efficient in being able 
to better mobilize our forces than we were in the last war. An effort 
was made in that direction through the managements of the railroads 
following the war. I do not like to think there will ever be another 
war; as I stated a few moments ago, we sincerely hope this commis- 
sion will do something to set the United States in the forefront of the 
ranks of the nations of the world toward eliminating war; but at 
the same time we hope there will never be another fire, yet every 
city and town has a fire department. While we hope that each one 
of us will not have any misfortune, those who are prudent carry life 
insurance. While the railroads are safe, as I just stated, hoping they 
will never have a wreck, yet every well-managed railroad has a wrec 
train constantly ready to take care of an emergency. 
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So that out of the World War and out of our experiences I think 
this commission has a very large opportunity—a golden opportun- 
ity—to do something toward eliminating the profits and the suffer- 
ing, and so on, of any possible future war. It has seemed to me that, 
just as a purely business ad eae the commission should be able 
to do something to bring order. We can not anticipate everything, 
but most any office man—most any man who has had any business 
training—can appreciate the desirability of a filing svstem; of being 
able to put his hands on the particular thing he wants. In other 
words, to sum up, any sort of system is better than doing things 
haphazard, and—it is not necessary, gentlemen, for me to say so— 
I think it is frankly admitted by everybody that in the last war we * 
spent millions of dollars, perhaps wastefully, but in any event doing 
things that we could have avo ded had we had a little bit more fore- 
thought; had a little better order or a little better system of doing 
what we did. And that is not said with any spirit of criticism; 
because I think we did wonderfully well to mobilize the forces that 
we did and to get them across this continent and overseas and up to 
the front lines. 

I think that is all I care to say, gentlemen. except that I wish to 
thank you and all of the members of the commission for the privi- 
lege of appearing here. 

Secretary HurLeY. Mr. Lovell, in your testimony vou expressed 
your understanding of the resolution under which this commission 
is holding hearings. Have you any suggestion to make to the com- 
mission as to the method to be pursued to achieve the result required 
under the joint resolution ? 

Mr. LoveLL. Well, I had not presumed to do that; but it would 
seem to me that is contained in the very text of the resolution—to 
take the profits out of war. None of our men out of the 500,000 
railroad employees became millionaires through the war; none of 
them became rich in any sense of the word. In fact, mafiy of our 
men were poorer and, as I said, thousands of them served at the 
front. Lots of them lost their lives; lots of them did not come back. 
Now, people who did not go to the front, people who did not serve, 
made much money out of the war out of the human misery, so to 
speak—out of the sighs, moans, and groans and blood of those who 
were at the front, who were doing the fighting. Now, the very thing 
set out in the resolution, to take the profits out of war, it is a big 
job. That is about the biggest thing I think your commission has 
to do. 

Secretary HurLeY. Well, the thing the commission is trying to 
ascertain is how to do that. Could you tell us how, in your judg- 
ment, it can be done? 

Mr. Lovett. During the World War—and this is merely repeti- 
tion; the records show it—the railroads fell down rather badly. 
They did not seem to be able to coordinate their forces effectively to 
move the troops. to move the supplies that were needed. and the 
Government took them over under what was known as Federal con- 
trol. It seemed to be the best thing that could be done. After the 
war was over there was settlement of losses and so on, a checking 
up, to make the railroads whole, presumably, for what they had lost. 
Now, in many other businesses, perhaps, the same condition ob- 
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tained, but there were lots of people who had contracts on the cost- 
plus basis who made money out of them. It would seem to me that 
it would be possible so to arrange matters that that could not hap- 
pen. It is very difficult to anticipate, because we can not tell to-day 
whether the next war is to be a war of four or five years’ duration, 
as the late World War was. We hope there will never be another 
one. But a war that would last only a year certainly would not 
require the amount of supplies or materials that a 4-year war would. 
No one thought the last war would continue for four years. It is 
pretty difficult to determine; and I am unable to tell you. I am not 
a financial man; I am simply a laboring man. — * 

Secretary HurLeY. You, then, have no suggestion to make to the 
commission as to what it should do to comply with the terms of the 
joint resolution which you read a moment ago? 

Mr. Lovett. Well, we, as laboring men, are rather precluded 
from that, because in the resolution it provides in the first proviso 
“that said commission shall not consider and shall not report upon 
the conscription of labor.” 

Secretary HurLeY. We know that, and you just assume that we 
are not going to do that which the resolution directs us not to do? 

Mr. LoveLL. Quite so. 

Secretary HurLeY. But there is so much in the resolution besides 
that, I was wondering if you had a suggestion to make to the com- 
mission as to what procedure it should follow in order to minimize 
the burdens and to eliminate the profits of war, and to make the 
economic burdens of war fall more equally on every element of the 
citizenship. 

Mr. LoveLL. My opinion is, Mr. Secretary, that the War Depart- 
ment and the Navy Department of the United States are very effi- 
ciently and effectively handled and operated. They function very 
efficiently and very effectively. 1 believe they are much better pre- 
pared to-day, in the event of a war at any time within the near 
future, than they were when the World War took place, by their 
experience. I would be guided very much by their experience and it 
seems to me that while we are going along in industry and in times of 
peace, your commission very properly could make some arrangement 
to coordinate the manufacturing and other industries for supplies and 
materials that might be necessary in case of war, so that they could be 
coordinated and could be handled without these cost-plus contracts 
and things of that sort which occurred in the late war. 

Mr. Haptey. In your preliminary statement vou made reference 
to hearings before the Committee on Military Affairs of the House, 
at which you or some one for your organization appeared ¢ 

Mr. LoveLt£. I appeared. 

Mr. Haptey. And I think you expressed the opinion, incidentally 
in that statement, that you felt at that time the Constitution did not 
permit the doing of the things that were sought to be done. In other 
words, is it your present view that in order to conscript property, 
the Constitution would have to be amended? 

Mr. LoveLL. Yes. sir. 

Mr. Haptey. While you did not express any opinion or view upon 
the policy, assuming that it does have to be amended for the purpose 
of the inquiry, to accomplish that, what is the attitude of your 
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organization, if you care to state it, upon the conscription of prop- 
erty without compensation ? 

Mr. Lover. Well, I do not think the organization or any of the 
organizations have taken any action on that (as far as I know they 
have not), and I may be entirely beyond my limitation in expressing 
an opinion about the legality, because that would be a matter for the 
highest court or for a court of competent jurisdiction to decide. 

Ir. Haptey. That was only preliminary to the other inquiry I 
desired to make, as to whether you had taken a position upon the 
question of conscription of property without compensation, which 
you think would require an amendment to the Constitution. So, if 
you have not taken a position on that, I will not follow the question 
with another I had in mind. 

Mr. Lovett. We have not. 

Mr. Hanptey. That is all. 

Secretary Doax. Mr. Lovell, having in view the experience we had 
during the last war, when the railroads were taken over by the Fed- 
eral a and operated by the Government, have you any 
views as to the relative helene af the railroads under governmental 
operation compared with industry that was not taken over for war 


purposes? 

Mr. LoveLL. Well, our experience and our observations were that 
the railroad men who have spent their lives in the industry are not 
very much good when they get outside of that. And by the same token 
men who have never been railroad men are worse than useless 
when you put them on the job as railroad men. In other words, it 
is a skilled craft, and I think what you are trying to develop, Mr. 
Secretary, 1s that in event of war our men would serve the best in 
the capacity of railroad men. Did I understand your question 
correctly ? 

Secretary Doak. No; that was not it. There have been certain wit- 
nesses appearing before the commission suggesting the taking over of 
property, and during the war we had one concrete example, at least, 
of where property was taken over and operated by the Government, 
and that was the railroads. And 1 was wondering if you had any 
opinion as to the relative efficiency of that experiment in Government 
operation, as compared with the experience in industry where the 
Government did not take over those industries. Do you think they 
were operated any more efficiently than thev would have been had 
thev not been taken over? 

Mr. LoveLL. In some cases very much more so. and in some cases 
very much less. Some of the railroads gave very much better ef- 
ficieney under Government operation than they had before that; some 
of them less so. 

Secretary Doak. Then your opinion is that that experiment, on 
account of the peculiar characteristics of the railroads, could not very 
well be used as a vardstick by which to measure other industries? 

Mr. Lover. I think not. I think if the railroads had known ‘in 
advance there was going to be a war, they would have done very much 
better without having been under Federal control. That is my per- 
sonal opinion. But it came on so suddenly and unexpectedly, they 
were unprepared, so that they just were not prepared for it. The 
Government had to take them over in order to do the big job in the 
emergency. 
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Secretary Doax. Neither your brotherhood nor the associated rail- 
road labor organizations have taken any definite action as to a sug- 
gested plan, have you, up to the present time? 

Mr. Lovell. No; none whatever; I knew nothing about this until I 
got the letter from Secretary Hurley to appear here. 

Mr. CoLLinNs. This resolution gives this commission the right to 
study and consider amending the Constitution to provide that private 
property may be taken by Congress for public use during war, the 
methods of equalizing the burdens and to remove the profits of war, 
O with a study of policies to be pursued in event of war. 1 
take it, while the Constitution as now written does not permit the 
Congress to take private property without just compensation, this 
commission is not limited under this resolution to the Constitution as 
written now, but has the right to present to the President, for trans- 
mission to Congress, a resolution to amend the Constitution so as to 
carry out what seems to have been in the legislative mind at the time 
the resolution was passed. Now, do I take it that you propose an 
amendment to the Constitution so as to take the profits out of war?t 

Mr. Lovett. No. We would like to see that done, but we have not 
propon any amendment to the Constitution. There has been legis- 
ation introduced in several sessions of Congress which purported to 
conscript capital as well as labor. 

Mr. CoLLiNs. Well, you testified that you went before the com- 
mittee and testified ? 

Mr. Lovey. Yes, sir. 

Mr. ConLiss. Among others and, as a result of the testimony that 
you and others gave, the committee passed out this resolution which 
gave this commission, appointed pursuant to the passage of this 
resolution, the right to propose an amendment to the Constitution. 
You were not one of those, then, who proposed to amend the 
Constitution ? 

Mr. Lovett. No: we did not propose any amendment to the 
Constitution; but in appearing in opposition to legislation which 

urported to do that, we did it so that the truth would come out. 

n other words, we believed that the bills that were introduced in 
Congress did not mean what they said and, even had they been 
assed by both Houses of Congress and had the signature of the 
Picident attached, they would not have any force or effect. I may 
be all wrong on that, as I said to Congressman Hadley. 

Mr. CoLLiNs. Do vou favor the resolution as it was originally 
drawn ? 

Mr. Lovett. Why, we would be for it if it meant what it said. 

Mr. CoLLins. Well, the resolution as originally drawn provided 
for the conscription of labor. 

Mr. LoveLL. Pardon me? 

Mr. CoLLixs. I say the resolution as originally drawn provided 
for the conscription of labor. Were you for that? 

Mr. LoveLL. No. | 

Mr. CoLuixs. Well, you certainly, then, were not for the resolution 
as it was originally drawn? 

Mr. Love. I think one of the first bills that was drafted was 
H. R. 8329. 
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Mr. Couurns. Is that the Capper-Johnson bill? 

Mr. Lovett. Yes. I think so. 

Mr. CoLLins. That provides for the conscription of labor? 

Mr. LoveLL. Yes. 1 think so. 

Mr. CoLLixs. Were you for that? 

Mr. LoveLL. No, sir. And there was H. R. 8313 and H. R. 455, 
on which hearings were held May 21, 1928, at which the railroad 
brotherhoods and A. F. of L. were represented before Military 
Affairs Committee of the House of Representatives. 

Mr. CoLLixs. I am speaking for myself, and not for other mem- 
bers of the commission; but, notwithstanding the proviso you have 
referred to, I believe under this resolution that this commission has 
the right to consider the conscription of labor; because this resolu- 
tion winds up its purposes with this provision, “together with a 
study of policies to be pursued in event of war.” Now. the whole 
realm of policies in the event of war is open to consideration by 
this commission. Suppose we did not want to go that far; I may be 
wrong about this, but certainly under the terms of this resolution 
we could report on the allocation of labor, we could report on the 
fixing of prices of labor, and the fixing of prices has generally been 
considered and suggested by everyone present, and one gentleman 
has proposed the registration of labor. To allocate labor, fix the 
prices of labor, and to register labor, you have brought about a con- 
dition that is at least comparable to the conscription of labor. 
What do you think about the policy of the War and Navy Depart- 
ments and the Congress, and the President, considering questions 
regarding the allocation of labor and the fixing of prices of labor 
by law, and the registration of labor by law? 

Mr. Lovett. Offhand, I would say that we would be opposed to it. 
There is no misunderstanding on my part—— 

Mr. Cotuins. Wait a minute. So ifthe War Department’s mobili- 
zation plans deal directly or indirectly with the allocation of labor 
or the fixing of the prices of labor, or the registration of labor, then 
you are opposed to them ? 

Mr. Lovett. Yes. There is no doubt in my mind that they can 
conscript labor. 

Mr. Coturns. Oh, there is not anv doubt about that; thev can 
conscript labor now. 

Mr. LoveLL. Yes. 

Md. Corts. And everybody knows that and that is one reason a 
great many people are not in favor of amending the Constitution, 
because already, under existing law, they can do just exactly what 
they have in their minds to do, in the event of war. 

Mr. Lover. And what has always been done, Mr. Congressman. 

Mr. ConLixs. And under existing law and the Constitution, profits 
will be made or can be made in the case of war, just as they were 
made in the last war and that suits a certain class of folks, too. Now 
then, Mr. Baruch, in his testimony, made this verv sensible state- 
ment, or at least I think it is sensible: “ We must neither militarize 
industry, nor industralize the Army.” What do you think about 
that statement ? 

Mr. Lovett. I think I could go along with that fine, if that was 
all there was to 1t. 

Mr. CoLLrIxs. That is all. 
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Secretary Doax. Mr. Lovell, is it not the fact that vou were instru- 
mental in having that clause put in the resolution, that we were not 
to consider the conscription of labor ? 

Mr. LoveLL. Well, we hoped that your commission would not give 
consideration to that. 

Secretary Doak. That was one of your suggestions before the com- 
mittee, was it not? 

Mr. LoveLL. They could already conscript labor and no war ever 
yet has been waged or won or lost without labor. 

Secretary Doak. It was your intention, then, this commission 
should not devote very much time to this particular phase of the 
subject ? 

Mr. LoveLL. No. As I understand, the resolution is to take the 
rofits out of war and minimize the sufferings of war, and we are 
iopeful this commission will do something in that direction. 

Mr. CoLLiws. In order that the record may be clear on it, that pro- 
viso was put into the resolution on the floor of the House, on an 
amendment offered by Mr. Huddleston, of Alabama. 

Secretary Doak. But as I understand it, Mr. Collins, it was very 
vigorously supported by Mr. Lovell and others appearing before the 
House committee. Thev did not accept his proposition; but, as I 
understand it, he suggested that before the Military Affairs 
Committee. 

Mr. Haptey. In view of what has been said on this point, including 
the original statement of the witness that in his opinion the commis- 
sion was not empowered under the resolution to proceed to consider 
that question, it is well to bear in mind that all of the recitals referred 
to by Mr. Collins bearing on the powers of the commission and the 
purposes are followed by the proviso. The proviso does not precede 
any of them; the proviso is the concluding remark on the subject 
and, therefore, in my own view it is a limitation on what the com- 
mission can do and not an extension of its powers. In other words, 
the view as stated by the witness is well supported by the resolution 
itself and the ordinary construction of laws. 

Mr. Lovett. Well, I am not a lawyer, so 1 can not pass on that. 

Mr. Haptey. I am simply putting that in the record for myself, in 
view of what was said. 

Secretary HurLeY. Thank you very much, Mr. Lovell. 

Mr. Loven. I am glad to have come, Mr. Secretary. Thank you. 

Secretary HurLeY. The next witness is Mr. William Green. presi- 
dent of the American Federation of Labor, and who was president of 
the Ohio District Mine Workers’ Union from 1906 to 1916, and for 

two terms a member of the Ohio State Senate. 


STATEMENT OF WILLIAM GREEN, PRESIDENT OF THE AMERICAN 
FEDERATION OF LABOR 


Mr. Green. Mr. Chairman, I come here this afternoon in response 
to your invitation, and I am glad to submit myself to such inquiry 
as you may desire to make. I have no prepared statement. 

ecretary HurLeY. Do you care to make a preliminary statement 
before we proceed to ask you questions? 

Mr. Green. I have no preliminary statement to make. 
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Secretary HurLeY. Have you read Public Resolution No. 98 of 
the Seventy-first Congress ? 

Mr. Green. Yes, sir; I have it in my hand. 

Secretary HurLey. The resolution provides that the commission 
shall report definite recommendations to the President of the United 
States, to be by him transmitted to Congress not later than the first 
Monday in December, 1931, together with copies of its proceedings. 
and hearings and to report if, in their opinion, any constitutional 
amendment be necessary to accomplish the purposes desired. Now, 
have you read the purposes desired by the resolution ? 

Mr. GREEN. Yes, sir. 

Secretary HurLeY. Have you any suggestion, Mr. Green, as to 
what law, if any, should be recommended by this commission ? 

Mr. Green. Mr. Chairman, I have no recommendation regarding 
the enactment of legislation dealing with this subject; that is, Y 
have none to offer. 

Secretary HurLeY. Have you any suggestion to make as to amend- 
ing the Constitution of the United States? 

Mr. Green. No. And it seems to me it would be unwise to adopt 
an amendment to the Constitution which would confer upon Con- 
Ene and the Government the power to take over private ed 

or public use during war; because in my opinion it would be im- 
practicable. It is my judgment that Congress and the Government 
have the power to take over private property for use during war 
and. for that reason, a constitutional amendment is unnecessary. 

Secretary HurLeY. You think the present constitutional powers of 
Congress and the President, and the present statutory and implied 
powers of the President, are sufficient to bring about the suggestions 
of this resolution? 

Mr. GREEN. That is my judgment. 

Secretary HurLerY. This commission is called upon to report a 
plan, or methods, for equalizing the burdens and removing the 
profits of war. Have you a plan to suggest to the commission ? 

Mr. Green. Well, Mr. Chairman, it occurs to me that presents a 
very difficult problem. First of all, a war, such as the late World 
War, creates an emergency and that emergency upsets and changes 
the economic situation prevailing, not only throughout the Nation, 
but throughout the world. Now, how to control and regulate the 
economic forces that have been so violently disturbed as a result of 
the emergency presents a most serious and difficult problem. It is 
very difficult to interfere in a negative way with the operation of 
economic law and we know that the world disturbance created by a 
war comparable to the late World War is bound to interfere and 
change very substantially and materially the operation of economic 
law. We had some experience in the late war growing out of an 
attempt to regulate prices. I presume that experience could be 
utilized in case of another war; but I think a study of that experi- 
ence will show that it became necessary to follow a flexible policy, 
even in the attempts that were made to control prices. No rigid, 
inflexible policy could be followed in the regulation of prices and, 
of course, it seems that it would be necessary to regulate prices if 
you were to regulate profits. 

I think, of course, 1t is most reprehensible that men should profit 
as a result of war. The theory of preventing profiteering is correct. 
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It ought to be prevented; but I think any thinking man will realize 
how difficult it is to do that in a practical and successful way. My 
own opinion is that the practical way to regulate that feature of it, 
to take the profit out of war, would be for the Government to recap- 
ture the profits through the imposition of heavy war-profits taxes. 
I doubt that there is any other way. Of course, there must be some 
price control, through the establishment of price-control organiza- 
tions; but, at the same time, those price-control organizations must 
of necessity follow a policy sufficiently flexible to meet the require- 
ments and the needs of these shifting, changing, economic conditions. 

Secretary HurLeY. Might I interrupt you to ask this question ? 

Mr. Green. Yes. 

Secretary Hurry. Have you read the statement made by Mr. 
Bernard M. Baruch before this commission ? 

Mr. Green. I have read it in a superficial way, not carefully and in 
detail. 

Secretary Hurtey. Did you notice that he suggested what is gen- 
erally termed as the freezing of prices at a certain period, at the 
beginning or before the beginning of war, where industry will not 
have reflected the advances that have caused profiteering in times 
of emergency ? 

Mr. Green. Yes; I noticed that, Mr. Chairman. 

Secretary Horey. What is your opinion of that suggestion ? 

Mr. Green. Well, I have a most profound regard for the opinion 
of Mr. Baruch, because I think he is one man in America competent 
to pass judgment upon a question of that kind; yet I find great difti- 
culty in bringing myself to accept that particular point of view ex-: 
pressed by Mr. Baruch—the freezing of prices. That relates to the 
explanation I was just making; because, for instance, if you freeze 
a price in America and the world demand for the commodity thus 

riced is in excess of the frozen price, you have trouble right away. 

presume the consideration of this subject is based upon the con- 
sideration of an emergency such as existed during the late World 
War. It would be on a war status of the size and the magnitude of 
the World War. You would not be considering this subject in its 
relation to a war, say. between the United States and Mexico. It 
would have to be considered in relation to a war of the size and mag- 
nitude and the comprehension and breadth of the World War, when 
our prices here were largely affected by the prices abroad and the 
demand from abroad. Now, in my judgment—I am expressing my 
opinion now—it would be very difficult to freeze prices and ade- 
quately meet that situation. 

Secretary Hurry. Have you seen the form of a law which Mr. 
Baruch suggested to be enacted, to put into effect the plan which he 
suggested ? 

Mr. GREEN. No; I do not recall that I have seen that, Mr. Chair- 
man; the draft of a bill? | 

Secretary Hurrey. Yes, sir. Of course. I might add this. that if 
von do not agree with the price-fixing theory, then, of course, you 
necessarily would not agree with the form of law he suggested. 

Mr. Green. I repeat again that I am of the opinion there is vested 
in the Congress and the Government of the United States the power 
to recapture profits through the imposition of taxes and through the 
exercise of the taxing power. 
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Secretary HurLeY. Mr. Green, in addition to the theory you are 
suggesting on recapturing war profits, it is a fact that the War 
Industries Board did bring about a certain degree of price fixing. or 
price levels, during the last war. 

Mr. Green. Oh, yes; and, as I stated, I think that there must be 
some price-fixing arrangement established and developed. 

Secretary HURLEY. You would not object to a study of the les- 
sons learned in the last emergency and revision from time to time 
to fit present economic conditions? 

Mr. GREEN. No. I should recommend that very strongly. 

Secretary HurLey. Would you also approve such a study and revi- 
sion Írom vear to year, so as to have ready to present to the Congress 
a concrete plan i in the event of an emer gency. 

Mr. GREEN. Yes, sir. That, it seems to me, would be the practical 
constructive way. Of course, at the present time, it is very difficult 
for our labor people to think in terms of war preparation, because 
we have been led to think in terms of world peace, and I suppose 
at the present time they are thinking very little about war prep- 
aration. 

Secretary Htriry. I suppose, Green, the organization of 
which you are president feels a ae Government of the United 
States has no imperialistic designs and that it desires to live on terms 
of peace and amity with all mankind; is not that true? 

Mr. GREEN. We feel that is the settled policy. 

Secretary HurLeY. Do vou feel, or does vour organization feel, 
that a study of the problem that might be presented in case of emer- 
wency is In any manner in conflict with that settled policy of the 
United States? 

Mr. Green. No. We would not think that such a study as you 
have outlined would conflict in anv way with the traditional settled 
policy of our Government. 

Secretary HurLeY. In other words, your organization has no ob- 
jections whatev er to an attempt to find some method to make more 
equal the economic burdens of war; that is, to make them fall more 
equally on the various classes, or various elements of our citizenship? 

Mr. GREEN. Oh, we would not object to that. In fact, we would 
heartily concur in such a study. First of all, I might sav, Mr. Secre- 
tary, that the American working people very strongly favor the 
settlement of disputes between nations on the basis of peace and 
understanding. I suppose our group favors the establishment of 
international “plans tor the settlement of differences perhaps as 
strongly or more strongly than any other group. At the same time, 
we believe in following the rule of reason and common sense. We 
know the weaknesses of human nature and of statesmen and of 

nations and, for that reason, as a matter of precaution, we feel that 
a study should be made of the best plans that could be adopted, 
so that we could adequately protect the Nation in event of an 
emergency. 

Secretary Hurvey. As a matter of fact. the laboring people are 
quite as anxious as any other element of the citizenship to protect 
the institutions that have made this a great nation ? 


- - oh. 
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Mr. Green. Well, I should say more so. 

Secretary HurLeY. Now. Mr. Green, I would like to ask you what 
in your opinion the following clause means: 

That said commission shall not consider and shall not report upon the con- 
scription of labor. 

Mr. Green. Well, my understanding of that sentence would be 
that this commission was not even to consider the conscription of 
labor and was not to include in its report any reference to the con- 
scription of labor. That is my understanding of it. 

Secretary HurLeY. And is it your understanding that the commis- 
sion is at liberty to consider any phase of the relationship of labor to 
this problem, with the exception of the conscription of labor? 

Mr. Green. I would consider that this resolution confers upon the 
commission authority to consider means and methods to be apphed 
to industry and to labor in case of war, other than the conscription 
of labor. 

Secretary HurLeY. In other words, to discharge the duty which 
devolves upon it in formulating its conclusions and making its re- 
port, the consideration of labor’s part in the plan will be a vital 
necessity ¢ 

Mr. Green. I should think so. 

Secretary HurLeY. And all the commission is precluded from do- 
ing by the resolution is considering the conscription of labor or 
making a report upon the conscription of labor? 

Mr. Green. Yes, sir; that is my understanding of the provisions of 
the resolution. I might add to the inquiry you have submitted and 
my reply, that it is my opinion that labor would be very strongly 
poa to conscription. 

Secretary HurLey. I think that is quite generally conceded. 

Mr. GREEN. Yes, sir. 

Mr. HabueyY. The resolution dealing with the primary subject re- 
fers to it as “ methods of equalizing the burdens and to remove the 
profits of war.” In your testimony, when speaking of the profits of 
war, I assume you had in mind the profits which arise by reason of 
the war in excess of the ordinary and normal profits which would be 
otherwise realized. Is it your understanding that when we speak of 
taking the profits out of war we are speaking strictly of war profits 
above the level of the normal profits? 

Mr. Green. That is my understanding. As I stated, a war creates 
an emergency and upsets the whole economic order—and, as a result, 
prices ascend, ascend, and ascend. 

Mr. Haptry. That is my understanding too; but I wanted to see 
if our minds were working on the same basis. 

Mr. GREEN. I think we all agree, everyone who has studied the 
economics of the situation, that industry and capital are entitled to a 
fair return upon their investment under any circumstances—in times 
of war or times of peace. | 

Mr. Haptey. And it would especially be true, would it not, in times 
of war; because when all of the people are harnessed into the form 
of a fighting machine they are all subject to meeting the emergencies 
of war, or fekting, as the case may be? 
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Mr. Green. Well, it would be pretty difficult, in my Jjudgment—I 
am talking frankly—to hold down the profit to even that recognized 
in normal times, because the emergency stimulates production. 

Mr. HabLeY. There would undoubtedly be difficulties there. 

Mr. GREEN. Very great difficulties. 

Mr. Haptey. We are speaking in general terms and what you have 
in mind I assume is what I have in mind, that we are dealing with 
the question of what is ordinarily known as profiteering in time of 
war? 

Mr. GREEN. Yes, sir; that is what I have in mind. 

Mr. Haptey. And with respect to that you express the definite 
conviction that any theory of taking the profits out of war is the 
correct theory ? 

Mr. Green. The theory is correct. 

Mr. HabueY. Then vou dealt somewhat with difficulties that are 
Involved in giving a practical application to that principle? 

Mr. GREEN. And I know that I can not conceive of any other way 
by which you can control that situation, except to recapture them 
through the exercise of the taxing power of the Government. 

Mr. Haney. That was the only other question I had. So, if I 
understood your testimony correctly as to what vou were dealing with 
to-day, what you had in mind in your statement concerns the concrete 
method which you would employ or recommend for accomplishing 
the purpose in view. and that is through the exercise of the taxing 
power of the Federal Government as applied to war profits? 

Mr. Green. Yes, sir. 

Mr. Haptry. That is all. 

Secretary Doak. Have you any definite views. Mr. Green. as to a 
general price-fixing policy to be used in time of war? 

Mr. GREEN. 1 do not think vou can arrive at anv definite con- 
clusion regarding price-fixing plans in advance of the emergency. 
Mv own judgment is that the instrumentality created for the purpose 
of dealing with that question must deal with it in the light of 
circumstances and conditions as they arise. | 

Secretary Doak. But in event a general price-fixing scheme were 
resorted to, what is your opinion about making it applicable to retail 
as well as wholesale prices? 

Mr. Green. Well, I had not gone into that far enough to express 
an opinion on it. It is a matter of detail that I had not thought 
about. 

Secretary Doak. What prompts the question is that during the 
late war. we attempted in several instances to fix wholesale prices, 
and the ultimate consumer did not benefit very much by that price 
fixing. becanse it did not apply to retailers. Consequently. I thought 
perhaps you would have some views, if we went into price fixing, as 
to whether or not it should extend all the way down the line. — 

Mr. Green. Well, generally speaking, I should think it ought to 
be controlled so that evervone who handled the commodity would be 
under Government regulation until it finally reached the consumer. 

Secretary Doak. Of course. that is mv view precisely and I 
wondered if you had given any particular thought to it? ` 

Mr. Green. F had not given much thought to that. Mr. Secretary. 

Secretary Doak. We had very great difficulty in price fixing, be- 


WAR POLICIES COMMISSION 279 


cause the law that was adopted in the last emergency had a proviso 
that excluded retailers and then went further, as you no doubt 
remember, and defined a retailer as a person doing less than a hun- 
dred thousand dollars worth of business. 

Mr. Greex. Well, that is one experience of the war that I had for- 
gotten about. I did not recall that. 

Secretary Doak. That is where we had trouble on several things. 
I understand from your testimony you think perhaps the recapture 
clause would be the most desirable method of handling war profits? 

Mr. GREEN. Yes, sir. 

Secretary Doak. That is all I have, Mr. Chairman. 

Mr. CoLLixs. Mr. Green, under the Constitution at the present 
time man power, human beings, can be conscripted or taken by the 
Government. You understand that can be done now if the Congress 
so determines ? 

Mr. Green. What section of the Constitution confers that author- 
ity upon Congress? 

Mr. CoLLixs. Well, that is the authority; we have that authority 
now. 

Mr. Green. To conscript labor? 

Mr. Coins. Yes; to conscript labor; to conscript them and put 
them in the Army; conscript them and put them anywhere we 
want to. | 

Mr. Green. What section confers that authority, Congressman ? 

Mr. Cotirns. We have that authority. 

Mr. Green. You said it was in the Constitution, didn’t you? 

Mr. Cotutns. The only limitation is the taking of private property 
without due process. That is generally admitted. 

Mr. Green. Well, I am not a constitutional lawyer; I am not 
competent to speak on that. I do know that in the last war Con- 
gress exercised its power to create a selective draft statute and that 
statute operated; but I never understood 

Mr. CoLLixs. Oh, if we can take them and put them in the Army, 
we can take them and put them anywhere else in the event of war or 
great emergency. There is no question of doubt about that. So that 
we find ourselves in the position, then, where you can conscript 
human beings and take them and use them; the Government has 
the power now to do that; but if it is private property you can not 
do it unless you pay the man a reasonable compensation. Now, then, 
that is the reason this resolution dealt with the power of this com- 
mission to recommend a constitutional amendment so as to treat soap 
or eggs or shoes or leather just like they would human beings. That 
is the reason for putting in this resolution the right of this com- 
mission to recommend a constitutional amendment. Now, then, with 
that. in front of us, whether or not this commission considers or 
reports upon the conscription of labor is purely immaterial; because 
the Congress has that right now. | 

Secretary HurLeY. Before you answer that question, I would like 
to object somewhat to Congressman Collins's premise and ask him 
if he means to say that the Constitution of the United States now 

rovides under any circumstances that you can cause labor to perform 
involuntary servitude except after conviction of a crime? 
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Mr. Corns. I mean to say this: That Congress can now pass a 
law, whether you call it a selective service law, or a conscription law, 
or whatever you may call it, and allocate labor to this factory and 
that factory, and fix the prices that are to be paid for that labor, and 
I think that power in Congress is well recognized. 

Secretary HurLeY. Now, I do not want to interrupt the Congress- 
man, but the power he has just stated is certainly at variance with 
his first premise which he stated. I would like to say that a law 
requiring involuntary labor, except after the conviction for crime, 
is unconstitutional, and a law passed by Congress to that effect would 
be unconstitutional. 

Mr. CoLLins. Well, I take it that the allocation of labor, the fixing 
of the prices of labor, the registration of labor, and the doing of other 
things is tantamount to the conscription of labor, and I still contend, 
under the Constitution, that the Congress now has the power to do 
those things and that the proviso in this resolution is just so much 
surplusage; because we have now the right to do the things that are 
tantamount to the conscription of labor. So, if my conclusion is cor- 
rect, it does not make any difference whether this commission reports 
on that subject or does not report on it. The report by this com- 
mission on that subject would not give to Congress any greater power 
than 1t now has, unless we recommend a constitutional amendment 
in that regard. 

Mr. Green. May I make this observation, Congressman? 

Mr. Cotirys. Yes. 

Mr. Green. I can not recall the number of the constitutional sec- 
tion, hut it seems to me it 1s 5, where it states that involuntary service 
is prohibited except as punishment for crime. 

Mr. Cotzirys. Oh. vou are referring to conviction bv a court, and 
so on. 

Secretary Herrey. The fifth amendment is on the taking of prop- 
erty without due process. 

Mr. Green. I think it is the thirteenth amendment. 

Mr. CorLrys. But we took people and put them into war; we 
drafted them and put them into war. We have actually done it. 
Now, then, with reference to the mobilization plan about which the 
Secretary of War questioned vou, you stated you were willing for a 
study to be made of the mobilization of industry and to be revised 
from vear to vear? 

Mr. Green. I stated that I favor a study of the Nation’s experience 
during the last war, so that all of that experience could be made 
avallable for use in case of another war. 

Mr. Cotirns. That is what you meant to say? 

Mr. Green. That is what I said. 

Mr. ConLixs. Well, if that is what you said, that is all right. And 
then, after that study is made, vou further stated, if I remember 
correctly, that the plans as studied should be presented to Congress 
in the event of war. Now, vou are not committing yourself in that 
statement, are vou, to any particular plan that might be presented ? 

Mr. GREEN. I have not any particular plan in mind, but I compre- 
hend the whole field of study to be presented to the Congress so that 
it could develop a plan that would make the winning of a war as 
nearly successful as possible. 

Mr. CornLixs. Oh, we are not different on that, Mr. Green. 
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Mr. Green. Yes. 

Mr. CoLLINs. There is not any difference in our minds on that, 
but I want you to tell this committee as to whether or not you are 
committing o to any plan that is being studied now or whether 
you are not 

Mr. Green. I have not any particular plan in mind. 

Mr. Coturns. I do not imagine you have. If you are not commit- 
ting yourself to any particular plan that is being studied, I would 
like for you to say so. 

Mr. Green. Well, I have not presented any plan. I have an- 
swered frankly the questions that have been submitted as to the con- 
stitutional amendment and the taking of profits out of war. 

Mr. Corns. Let us consider it another way, then. There is a 
plan being determined now that has the approval of the War De- 
partment, according to a letter that 1 received from the Assistant 
Chief of Staff. Do you know what is in that plan? 

Mr. GREEN. No; I am not acquainted with that plan. I am not 
rar with any plan that has been drafted. 

Ir. Cottrns. Did you mean, in your answer to Mr. Secretary 
Hurley, that you were giving approval to that plan ? 

Mr. Green. What plan? 

Mr. Corkins. The one I have just asked you about. 

Mr. Green. I do not give approval to any plan that I know 
nothing of. 

Mr. CoLLINs. Well, you did not, then? 

Mr. Green. I do not know anything about the plan you refer to. 

Secretary HurLeY. You might add, also, that the chairman did 
not ask you to give approval to that plan. 

Mr. GREEN. rev there was no plan submitted to me. 

- Mr. Cors. All I want to find out is whether or not you are 
giving approval to that particular plan. That is all I want to know. 

Mr. Green. I have not given approval to any plan, particular or 
otherwise. 

Mr. Corns. That is all I want to know. 

Mr. Green. Very well; I am glad to answer you directly on that. 

Secretary Doak. And you have no particular plan of your own to 
submit ? 

Mr. Green. I have not any to submit. 

Mr. CoLLixs. You were also asked about equalizing the burdens 
of war and said that you were in favor of any plan that might 
equalize the burdens of war. You said generally that, as 1 under- 
stood you—* or any plan that would more nearly equalize the bur- 
dens of war.” If you should pay labor the same salary that you paid 
soldiers, a dollar a day or a Tolar and a quarter a day, that would 
more nearly equalize the burdens of war, would it not? 

Mr. Green. I do not think 

Mr. CoLLrNs. I mean with a large class; it would add other human 
beings to that particular class known as the soldier class and to that 
a more nearly equalize the burdens, would it not, of a larger 
class? 

Mr. Green. Congressman, that question was not asked me. 

Mr. CoLurNs. Well, I think it could be considered from one angle. 

Mr. Green. That is your opinion? 
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Mr. CorLLrxs. I think it could be considered from one angle as hav- 

ing been asked you. 
ír. GREEN. You have a right to entertain vour own opinion. 

Mr. CoLLins. Well, if you do not think you answered that ques- 
tion, that is all I want to know. 

Mr. Green. It is difficult to understand how you can build up such 
a hypothesis as that and then say, “ Did you do this? ” or “Did you 
do that?” Ido not recall any such question was submitted. 

Mr. CoLLins. All I want to know is whether or not you were giving 
approval to those sentiments. 

r. GREEN. I did not hear any such sentiments expressed. I am 
trying to present my point of view in this way, that, after all, war 
is to be abhorred. think that is the attitude of the working people 
whom I have the honor to represent. They shrink from the very 
thought of it. But, of course, if the thing we abhor actually happens, 
then we realize there must be a plan and that plan must be a prac- 
tical plan and a reasonable plan, and I am trying to explain to the 
committee that in the application of methods and measures looking to 
the successful conclusion of any war the rule of reason must apply; 
that the experience we have gained must be utilized, because when 
we are in it we must face it and we must get out of it as quickly as 
possible and as successfully as possible. 

First of all, there is an army in the field and that army must be 
supplied and cared for fully with equipment and all that is essential 
to success. Then back home is the citizenship; the morale of the 
citizenship must be maintained at a high level. If you attempt to 
put into effect impractical methods, methods that will create rebellion 
and opposition, then vou break down the very thing you need. and 
that is the morale of the people—the support of the people back 
home. Now, I can not conceive of any administration ever attempt- 
ing to carry on a war that we abhor and that we are reluctant to enter 
into, without taking into account that intangible quality and char- 
acteristic, and doing a thing that would be unreasonable. I can not 
conceive of that. That would affect labor. If labor is to give the 
best service, then you can not do the thing that is going to destroy 
the morale of labor and I can not conceive of you taking the key 
men, the men that are needed to supply the Army in the field away 
from their positions of responsibility and service. The last war 
taught us all those lessons; that is the reason I say, in all of this, it is 
difficult for me to understand how vou can set up any rigid rule in 
peace time, because our policy must be sufficiently flexible to meet the 
tremendous changes that have been brought about through the emerg- 
ency. Now. if I would answer all your questions, I do not think I 
could make it clearer than that. 

Mr. Contins. I have no quarrel at all with you on what vou have 
stated, except that I do not want you to commit yourself to some 

lan that has been formulated, or that is to be formulated, unless vou 
now what is in the plan. 

Mr. GREEN. Well. 1 am not in the habit of doing that, Congress- 
man. I should want to have the plan here before I would do that. 

Mr. Corns. I am afraid if you will reread your testimony, you 
will find you have. 

Mr. Green. Well, I doubt that there is anybody here who under- 
stands it in that wav, except you. I know I do not. 
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Secretary Doak. Mr. Green, is it not a fact that what you said was 
that you would favor the studying out of a plan, rather than com- 
mitting yourself to any plan at this time, and you said also you had 
no definite plan to submit? 

Mr. Green. Yes. The record will show just what I stated, and 
I am sure that was it. 

Secretary HurLey. Mr. Green, on behalf of the commission, I 
eal to thank you for the very generous assistance you have rend- 
ered. 

Mr. Green. Thank you for your courtesy and I am very glad to 
respond to your request, Mr. Secretary. 

ecretary Hurtey. The next witness is Maj. Gen. C. C. Williams. 
General Williams served as brigadier general and chief ordnance 
officer of the American Expeditionary Forces in France in 1917-18 
directing the design, manufacture, and supply of munitions r uired 
for the American Army. He was summoned back to the United 
States for duty as Chief of Ordnance in 1918, and served as Chief 
of Ordnance for 12 years. He was awarded the Legion of Honor by 
France, the Order of St. Michael and St. George by Great Britain, 
and the distinguished service medal. 


STATEMENT OF MAJ. GEN. C. C. WILLIAMS, UNITED STATES ARMY 


Secretary HurLeY. General, you have read the resolution under 
which this commission is holding hearings? 

General WiLLIams. Yes, sir. 

Secretary HurLeY. You may proceed in your own way. 

General WiLLiams. I have no prepared statement to read, Mr. 
Chairman. As I say, I have read over this resolution and the first 

uestion it seems to me is in the matter of conscription of property. 
Whatever may be the authority to do that kind of thing, it is a very 
undesirable thirig to do. In war, one of the essential things 1s time 
and time is important not only to the people in the field, but to 
those who are manufacturing and producing the munitions that they 
have got to have to supply them. What we want in the event of war 
is that those who are to produce shall know what they have to do and 
that the organizations of the various sea) ae! and so forth, en- 
gaged in that shall go into it whole-heartedly and with just as little 
delay as possible. And it seems to me the only way to accomplish 
that is to have them first know something about what they have to 
produce. and then a willingness on the part of their organization 
to step into it and make progress just as rapidly as they possibly can. 

As to equalizing the burdens of war, it seems to me that a study of 
our previous experience in the last war will show the way to accom- 
plish that, in so far as it is possible to accomplish it at all. 

Now those are the main ne: I have in mind. If you have any 
question, 1 shall be pleased to try to answer them. _ 

Secretary HurLeY. General, have you a suggestion to make as to 
how this commission should comply with the requirements of the 
resolution to remove the profits and to equalize the burdens of war? 

General WiLLiams. It seems to me, Mr. Secretary, that a study of 
the work that was done by the War Industries Board and other 
organizations along those lines in the last war would point the way 
to determine what we should do in the next war. It seems to me 
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that some kind of price fixing is necessary. I do not see how you 
can get away from it. It seems to me that some kind of recapture of 
profits is necessary. You take different companies that are produc- 
ing exactly the same thing: The profits that those different com- 
panies will make will not be the same. The chances are ninety-nine 
out of a hundred that they will vary, and they will vary consider- 
ably. Therefore, it seems to me that to take care of variations of 
that kind, your tax on earnings and profits would be an essential 
thing. It is necessary not only to fix the prices of the various mate- 
ae and things like that, but likewise to recapture a part of the 
ronts. 

a Secretary HurLey. Have you read the proposal of a plan sub- 
mitted to this commission by Mr. Bernard M. Baruch? 

General WinLiams. No, sir. All I have seen about that were the 
fragments that appeared in the press about Mr. Baruch's testimony. 

Secretary HurLeY. Was your attention called directly to his sug- 
gestion for the so-called freezing of prices at a period about the 
beginning of the emergency ? 

General WILLIAMS. Yes, sir. I saw that and I have heard that 
discussed. It seems to me there is a practical question involved 
there. I can not just see how it can be done. 1 do not see how you 
can anticipate the conditions under which a possible war will occur 
in the future. Just take, for example: How would you fix the price 
of copper, for instance, at the present time? Suppose we got into 
a war to-morrow, would you fix it at the present price, or at what 
price would you fix it? Now, then, the conditions as they will exist 
10 years from now are certainly unknown to-day, and 1 do not see 
how you can do anything more than to provide a framework for 
the organization that would be charged with the responsibility of 
controlling prices and profits in the event of war. I do not see how 
you can foresee and lay down definitely just the things that should 
be done. 

Secretary HurLeY. In other words, in your opinion, any plan de- 
vised now for the next emergency might necessarily have to be revised 
to meet the emergency as 1t existed at the time? 

General WiLLiams. Yes, sir. It seems to me that any plan, no 
matter whether it Le a mobilization plan or any other plan, has got 
to be studied from year to year and kept up to date. You can not 
just make your plan and put it in a pigeonhole and have it ready 
for operation 10 years from now. 

Secretary HurLeY. In other words, you believe that any plan, 
A the plan might be, should be subject to revision from year 
to vear! 

General WiLLiams. Beyond any doubt, sir. That is the way it 
seems to me. 

Secretary HurLeY. Have you thought, General, about the ma- 
eta) necessary to bring about the study and the revision of such 
a an s 

ic WiLLrams. No, sir. I have not thought very much about 
the machinery and the organization necessary—an organization like 
the War Industries Board. I have, of course, in my experience in 
the Ordnance Department, given attention to what we would have 
to do there to keep our plans up to date, and so on. 
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Secretary HurLeY. Would you mind telling the commission what 
rou have to do from year to year to keep the plans of the Ordnance 

epartment on a current basis 

General WiLLiams. The first thing we have got to know—we have 
to know what we want, and we have to know when we want it, and we 
have to know where we can get it. Now, then, what we want, for ex- 
ample, the number of rounds of this or that kind of ammunition or the 
number of guns of this kind or the other, and so on, is determined 
by the war mobilization plans of the General Staff. One flows from 
the other and is directly dependent on the other. 

Now, then, our organization provides for taking these plans, deter- 
mining the amount of each kind of ammunition, of each kind of 
artillery, machine guns, rifles, and what not, that would be neces- 
sary, and then an organization for going into the field and finding 
out where those things can best be manufactured; in other words, by 
keeping in contact with industry we find out which shops or which 
organizations are best equipped to make the forgings or to finish 
the machined shells or various other operations that come into the 
production of the material. As a result of those examinations, we 
make what we call allocations to different companies to produce this 
thing, that thing, or the other. 

Now, then, there is nothing rigid about this; they simply look 
over the drawings and specifications and they say, “We can do 
this,” or “ We can do that,” and the allocations are made and they 
remain until the particular thing that has been assigned to them 
passes from use in the Army or is replaced by something else. Of 
course, in material like ordnance there is constant progress and con- 
stant change in your types, in your models, and so forth, and that 
makes a constant revision of your war plans necessary, and your 
organization must be such that you can keep the people Abe are going 
to produce those things informed as to those changes which are made 
from time to time. 

Now, then, there is no contract made with any individual. We 
have no authority to make any contract to produce anything in the 
future. We can not make a contract for anything except what has 
been appropriated for by Congress. The producers ly say to us, 
“ We will do so and so,” and in event of an emergency we would first 
have to negotiate the contract covering the stuff they say they will 
produce; then get them going just as soon as possible. 

Now that, in general, is the outline of the plans that are made in 
the Ordnance Department to produce material in event of war. 

Secretary Herrey. The resolution suggests the equalizing of the 
burdens of war. Have you addressed yourself to that subject or 
made a study of it at any time? 

General WinLrams. No, sir; no particular study. 

Secretary HurLeY. You have had quite a long and varied experi- 
ence in the Army? | 

General WiLLrams. Yes, sir. 

Secretary HurLeY. Has that experience suggested to you any 
method by which the burdens of war can be equalized ? 

General WiLLiams. Well, I am not at all sure you can completely 

ualize the burdens of war. Of course. there are a good many 
different kinds of burdens and they are all very different things. 
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Secretary Hurtey. Can you approximately equalize them? 

General WiLLiams. You can approximately equalize them where 

ou can measure them in dollars. Where you can not measure them 
in dollars, I do not just see how you can equalize them. 

Secretary HURLEY. As a matter of fact, General, with all of the 
discussion about the lack of capacity to equalize the economic bur- 
dens of war and all the obstacles in the way of doing that, that 
could more easily be done than the equalizing of the burdens of war 
eee by soldiers even in the same company or battalion, could it 
not 

General WiLLrams. Yes. sir. 

Secretary Hurury. For instance, in a charge on a machine-gun 
nest, the soldiers may go forward in the charge shoulder to shoulder ; 
one may come out unscathed and the other pay the supreme sacrifice. 
Is there any way of equalizing the burdens borne by those two 


men ? 
General WiLLrams. No, sir; I do not know of any way to equalize 


them. 

Secretary HukLey. Then, in the armed forces there must neces- 
sarily be the further lack of equalization by reason of the fact that 
one man may be ordered to the service of supply and the other to 
a combat unit? 

General WinLiams. Yes. sir. 

Secretary HurreY. Do you know of any way of equalizing the 
burdens between those two men ? 

General WiLLrams. No, sir; I do not. 

Secretary HurLey. Then, in equalizing the burdens of war we 
should address ourselves at this time to the economic burdens. Do 
you not think so? 

' General Winniims. That is the way it seems to me, sir. It seems 
to me that was the sense of this resolution. 1 do not know whether 
that is true or not; at least that is the idea I got from reading it. 

Secretary HurLeY. Have you studied any plan by which you be- 
lieve the economic burdens of war could be equalized ? : 

General Witirams. 1 could not suggest anything better, Mr. 
Chairman, than a study of our previous experiences. It seems to 
me that they must be the basis of anything we attempt in the 
future. 

Secretary HurteyY. Do you think it would be well to conserve 
the lessons of the late emergency and to perpetuate them for use 
and guidance in any future emergency? 

General Wintiams. Bevond any doubt. 

Secretary Hurrey. Thank you, very much, General. Now, I have 
a letter here from the Chamber of Commerce of the United States 
of America, dated March 6, 1931, and signed by Julius H. Barnes, 
chairman. If there is no objection, I would like to have the secre- 
tary read the letter into the record. I might say also that I have 
not read the letter myself. 


Major ErsENHOWER (reading) : 
MARCH 6, 1931. 
Hon. Patrick J. HURLEY. 
Secretary of War. 
My Dean Mr. SECRETARY: In response to the very courteous invitation in 
your letter of March 6 to make a presentation to your commission created by 
public resolution No. 98, Seventy-first Congress, I regret I shall be unable to 
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appear personally on Monday but ‘wish to call your attention to the positions 
which the United States chamber has taken through vote of its membership. 

In the period since 1919 the United States chamber has repeatedly expressed 
its support of measures which will at once preserve the national interest and 
give assurance against future wars. Quotations from these declarations 
include: 

“ The United States by tradition and practice stands and always has stood 
committed to the promotion of international justice through the process of 
peaceful solution of controversies rather than through force. 

“The United States is committed emphatically and always has stood for 
the peaceful solution of international disputes.” 

The board of directors and the officers of the chamber and the membership 
have been actively supporting this principle, and will continue in its active 
support. 

Both in the hope that measures of this kind will be adopted, and will prove 
effective. and in the absence of any reason to foresee war in which the United 
States would be involved, the United States chamber has not undertaken to 
give consideration to the resolution under which your commission is making 
its inquiry, and in view of the representative processes which would have to 
be completed before the chamber would have a position, there is not opportunity 
for ascertainment of the attitude of the membership specifically upon the propo- 
sitions involved in the subject before your commission. 

When it appeared likely that the United States would become involved in 
war. and immediately after the entrance of the United States into war, the 
United States chamber by overwhelming votes from its membership took very 
definite and clear-cut positions, and there is every reason to believe that the 
business men's organizations in our membership would take comparable posi- 
tions if a national emergency should arise in the future. For the purpose of 
indicating the attitude taken by business men’s organizations, I may quote 
from the declarations of the United States chamber in 1917 and 1918, as 
follows: 

“It is not to be expected that the powers delegated by the people in times 
of peace will enable the Government to meet the problems of war. 

“It is the spirit of American business that however fundamental may be 
the change in the relation of Government to business. the Government should 
have the power during the period of the war to control prices and the dis- 
tribution of production for public and private needs to whatever extent may 
be necessary for our great national purposes. 

“All war buying should be assembled under the control of one board or execu- 
tive department. * * * This war supply board or department should be 
given full power to procure war supplies to the best advantage to the Govern- 
ment as to price, quality, and delivery, and in a way to maintain essential 
industrial life without disturbing social and economic conditions, including the 
power to fix prices not only to the Government but to the public on essential 
products and to distribute output in a manner to promote the national defense 
and the maintenance of our industrial structure. 

5 Authority to control prices should extent to all articles which have impor- 
tance in basic industries as well as in war and which enter into the necessaries 
of everyday life. 

“With the least possible delay Congress should enact legislation for the 
entrol of prices in every line where war needs and the public interest require it 
on such a basis that the full production vital to success in the war shall be 
insured. 

* During the war it is essential to the maintenance of sound industrial rela- 
tions that there be no profiteering by producer, distributor. laborer, or manu- 
facturer. 

“Since the fixing of prices and control of excess profits by taxation go hand 
in hand. it is our belief that present tax laws should be amended so far as 
necessary if they prove inadequate to prevent abnormal and unreasonable 
profits as a result of the war.” 

It may be stated with the utmost assurance that Americain business opinion 
opposes any profit interest in war. 

After the war was ended, the membership of the U nited States chamber was 
just as Vigorous in opposing the continuation into times of peace of the 
measures which the membership advocated for the emergency of war. 
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As I have already indicated, I am sure that the record of the United States 
chamber, from which I have quoted above. warrants the utmost confidence 
that, if there should be another national emergency, business men will at once 
come forward and advocate measures of the same thoroughgoing character and 
appropriate for the conditions of the emergency. 

Yours very sincerely, 
JuLIus H. BARNER. Chairman. 

Secretary HurteY. That concludes the business of the commission 
for to-day. We meet to-morrow morning at 10 o'clock, 

(The commission thereupon adjourned until to-morrow, Wednes- 
day, March 18, 1931. at 10 o'clock a. m.) 


WASHINGTON, March 18, 1931. 

The commission met at 10 o’clock a. m. March 18, 1931, in the 
minority caucus room, Senate Office Building, Washington. D. C., 
Hon. Patrick J. Hur ley (chairman ) presiding. 

Secretary Hunter. The first witness this morning is Mr. Howard 
E. Coffin, a member of the Naval Consulting Board since 1915; 
member of the Advisory Commission of the Council of National 
Defense, 1916-1918; chairman of the Aircraft Board, 1917-18: mem- 
ber American Aviation Mission, 1919: member the Morrow Board, 
1925. 


STATEMENT OF HOWARD E. COFFIN, MEMBER OF THE NAVAL 
CONSULTING BOARD 


Mr. Corfix. Mr. Secretary, I have for several years had very little 
contact with the plans looking toward the national defense and. until 
the receipt of vour telegram a few davs ago. I had no idea I was 
going to be called upon. Therefore I have no prepared statement. 
I think I can be most helpful by telling of some of the problems 
encountered in the work of the Council of National Defense and in 
pointing the way to their solution. Then, following this hearing, I 
will be glad to prepare a more comprehensive statement of recom- 
mendations based on the questions which may be asked at this 
hearing. 

I should feel quite at home in a hearing of this kind. I think this 
is the third or fourth that I have attended upon much the same sub- 
jects. The first, as I remember it. was March 16, 1916. a hearing 
before the Committee on Naval Affairs of the House of Representa- 
tives in connection with the work of the Naval Consulting Board. 
The next was February 2, 1918, in connection with the War Depart- 
ment’s work as of that date. 

This latter was nearly a vear after we had entered the war. I do 
not see that the principles involved have changed in the least. We 
are perhaps now approaching the subject with a broader view, and 
certainly with a broader experience behind us. That, of course, 
should be extremely helpful. I read last night Mr. Baruch’s state- 
ment on the work of the War Industries Board. It is a most able 
presentation of the subject of national defense, and touches, either 
directly or by inference, many of the collateral problems of the 
public psychology which are perhaps equally as important as the 
mobilization of the actual materials of war. 
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I think in any approach to this subject—and, as I say. this is the 
third or fourth with which I have had personal contact—our first 
decision must be as to whether we are seriously contemplating a prac-- 
tical degree of national preparedness. In short, whether we are 
earnest in our intention to do those things necessary to set up our 
peace-time plans upon a basis which can be in emergency readily con- 
verted mto an effective war-making machine; or whether we are merely 
gesturing to meet the political exigencies of the moment. The last 
thing that we should do is to deceive our own people, and yet that is 
exactly what we have sometimes done in the past. Statements to 
the effect that never again can the unsatisfactory conditions of 
1917-18 develop and that we are now prepared to make the strength: 
of the United States immediately effective in any future armed con-- 
flict are misleading, because it should be quite obvious to all of us. 
who have had experience that unless very definite and very compre- 
hensive plans are given practical effect during peace time we are: 
certain to encounter again in some considerable degree the costly 
conditions of confusion and delay which confronted us at the out- 
break of the World War. 

So my mind turns first to the thought as to whether or not we are 

ving to carry through and really accomplish the things which must 
he done to effect an orderly prearrangement for the national de- 
fense—I like that word “ prearrangement ” much better than I do 
“ preparedness ”; because, after all, it is only through prearrange-. 
ments of the most practical kind during the leisure years of peace: 
that we can hope to insure an economical and orderly and effective 
transition from the conditions of peace and commerce to those condi- 
tions which must maintain where a large percentage of the Nation's 
resources, in man power. in manufacturing equipment, in industry 
generally, must be concentrated upon the vital issue of winning a 
war. The winning of a war is, after all, the most important question: 
involved. In such an emergency the American people will at the 
time care very little about the many lesser issues which we are asked; 
to discuss under this resolution. Delay will be the besetting sin with. 
which the Nation can have no sympathy. ‘The question of profits, 
questions of prices and unequal burdens—all of the other issues in- 
volved will fade into insignificance beside the one great demand that 
we get on with the job of winning the war. 

Mr. Secretary, I would like to go back to February 2, 1918, and 
outline to you, briefly, some of the recommendations made at that 
time. 

Secretary Hur1eY. Mr. Coffin, may I ask you where those recom- 
mendations appear; because we have examined most of it and it may- 
be that we have examined that which you are going to read now? 

Mr. Corrin. I assume that you must have. February 2, 1918, In- 
vestigation of the War Department. Committee on Naval Affairs;: 
Senator Chamberlain, chairman. | 

Secretary HurLeY. Well, of course, we have examined that; but: 
I have no objection to vour putting it in the record. You may in- 
clude it in the record. ` 

Mr. Corrin. There is at least some portion of these 1916-1918 
statements that I would like to put in. 

Secretary Hurtey. If 1 would not interrupt your line of thought. 
I might say this, Mr. Coffin. that that which is already of record: 
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on the subject has been and will be examined by this commission. 
Our purpose in holding these hearings is to have expression from 
men like yourself as to the methods bv which we can minimize the 
burdens and eliminate war profits. Now, that, of course, is what 
we would like to hear from you now. 

Mr. Corrix. Inasmuch, then, as these exrlier documents are 
already of record, 1 will read only a paragraph here and there, as 
occasion warrants. In leading up to this subject. 1 would like to 
outline the conditions of the 1914-1917 period. Immediately fol- 
lowing the outbreak of the European war. there began, of course, 
among our own people a great agitation for some measure of pre- 
paredness. There came also some popular realization of the 
changed conditions of modern war. The first concrete reaction of 
the administration looking toward preparedness came in August, 
1915, with the creation of the Naval Consulting Board by the then 
Secretary of the Navy. So soon as those of us who were appointed 
to this board, contacted with the affairs of the governmental depart- 
ments, we began to realize the great weakness from the industrial 
side of the picture. We knew that we must have first-hand infor- 
mation as to the munitions-producing capacity of the country. We 
therefore organized at once for the taking of what we called a 
National Industrial Inventory. Mr. Walter Gifford, of the American 
Telephone & Telegraph Co., then chief statistician, now president 
of that companv, was loaned to me as chairman of that committee 
of the Naval Consulting Board known as the committee on indus- 
trial preparedness, for the year 1916, to handle the direction of this 
work. Some 30.000 concerns in the United States doing a business 
of over $100,000 a year were inventoried as to their munition-pro- 
ducing possibilities through the nationally organized members of 
the five great engineering organizations—the American Society of 
Mechanical Engineers; Civil; Electrical; Chemical; Mining, and so 
forth. Some 25,000 civilian engineers were organized for this work 
which was accomplished with little or no cost to the Government. 
All expense was met by the men who did the work. Over 20,000 
af these inventories are now in steel filing cases in the War Depart- 
ment and represent, as of that date, the Government's first-hand 
knowledge of the munition-producing possibilities of the country. 

The form used in this inventory questionnaire was a very compre- 
hensive thing. Five officers of the War Department were assigned to 
our committee during 1916—including General Williams, later Chief 
of Ordnance of the Army—for a proper analysis of these reports as 
to the munitions-making capacities of the various sections of the 
country. This sort of thing which we may call and which should 
be made a running inventory of the Nation’s productive resources, 
must be kept up to date by the Government, as it is upon information 
of this kind that any adequate plans for industrial preparedness and 
mobilization must be based. 

The work of the committee on industrial preparedness came before 
the various committees of Congress and led to the creation, by the 
Army act of August. 1916. of the Council of National Defense and 
its advisory commission of seven civilians, the council consisting of 
six Cabinet officers. This was not intended as an executive body: but 
as a peace-time investigating and advising agency. The first meet- 
ing was held in December, 1916. Monthly meetings were called for 
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the first two or three months. After relations with Germany were 
broken off in January, 1917, and we saw that we were certainly going 
to be precipitated into the conflict, more frequent meetings were. of 
course, held, and the real task of laying the foundation for the Na- 
tion’s participation in the war was begun. 

As f have said, the council was not created as a war-time body. 
But under the conditions encountered it was forced into what was 
essentially—for the first eight months of the war—a war-making 
agency; in reality, the war cabinet. Under the commission were or- 
ganized many activities. It fell within my sphere of the work to 
begin the organization of the industrial side of the picture; in short, 
to prepare for the production of munitions. One of the first and 
most important problems was to get the War and Navy Departments’ 
own houses in order. It was obviously foolish to call upon manu- 
facturers, organize them, for the production of munitions, until such 
time as the departments’ own specifications, drawings, and require- 
ments could be put in order and could be effectively presented to the 
producing industries. 

During peace time, under the conditions existing before the World 
War, nearly all of our munitions work was either done in arsenals 
_or by a few specialized concerns, dealing almost entirely in the pro- 
duction of Government orders. There was no general dissemination 
either of munitions information or of Government contracts through- 
out the country; there was no interest in and practically no knowl- 
edge of the production of war materials upon the part of 95 per cent 
of American industry. In fact, there was no particular interest on 
the part of the country’s commercial producers in anything relating 
to the Government’s business. Inasmuch as specifications and draw- 
ings were obviously one of the first considerations. a board was 
created in my sector of the work known as the munitions standards 
board, of which Mr. Frank Scott, of the Warner & Swayze Co.. of 
Cleveland, was made chairman. On this board served six or seven 
others, including Samuel Vauclain and Mr. John Otterson. They 
discovered immediately that the departments—particularly the War 
Department—were woefully lacking in the detailed information— 
specifications and drawings covering the quantity commercial pro- 
duction of war materials. This board set about the correction of 
these conditions, in so far as lay within their powers. Unfortu- 
nately. however, there was no time to carry through with this job 
in any comprehensive wav. because on April 6 we Weclared war and 
were precipitated into the conflict without adequate preparation in 
this line. 

There are two steps, Mr. Secretary, which I have not seen men- 
tioned in any of the testimony before you thus far. both of which 
were a part of the then plan of industrial mobilization for the na- 
tional defense, and are basically necessary to any practical form of 
preparedness. One of these was attempted in the spring of 1917. 
just before we entered the war. (General Crozier, then Chief of 
Ordnance, organized a trip throughout the Middle West for the 
lining up of manufacturers not then engaged in the production of 
war materials, upon a program of “educational orders.” 

In the Army bill of August, 1916, we had gotten a clause which 
directed the War Department, through its Secretary, to expend cer- 
tain funds in the preparation of jigs, tools, gauges, and other aids 
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to the production of war materials, and to make a general survey of 
industrial America from a munitions-making standpoint. In this 
bill there was also a clause, inserted with ‘the consent of Congress, 
that up to a certain amount orders might be placed by the War 
Department without the necessity of asking for bids. This per- 
mitted the establishment of an educational system which might be 
carried to any necessary extent in the teaching of units of American 
industry over a period of years during peace time the jobs which 
they would be depended upon to do in the event of war. Unfortu- 
nately there was no time for carrying out this educational program, 
and. as I have said, we were precipitated into the war without that 
orderly background of training which we might have had through 
prearrangement. had there been time. And I would like to point out, 
Mr. Secretary, that time is perhaps the one vital element that no 
nation can buy. The appropriation of hundreds of millions of dol- 
Jars will not save a day or a week or a month of time. This was 
the outstanding lesson we should have learned in connection with our 
entry into the World War. 

This commission will not arrive at any effective program of prac- 
tical preparedness for national defense in a future war unless it 
obtains from Congress the permission to the procurement depart- 
ments to establish a comprehensive system of educational orders with- 
out the necessity of asking for bids. There is no other way that I 
have been able to evolve or that anyone else, so far as I know, has 
been able to suggest or can suggest that will insure that the skilled 
mechanics and the manufacturing industries of this country can 
maintain over the vears of peace the necessary specialized knowledge 
which they must have if they are to cooperate without disastrous 
delay with the defense departments of the Government in time of war 
emergency. 

Any discussion of the other equally necessary steps would almost 
seem taboo under the terms of the resolution 

Senator Swanson. Do you object to my asking you a question at 
this time? 

Mr. CorFIN. No; not at all. 

Senator Swanson. As I understand, you recommend that the law 
be changed in peace time so that the Government can make contracts 
without having bids? 

Mr. Corrin. Up to a certain reasonable amount, and only for the 
definite purposes of a continuing and orderly educational program. 

Senator Swanson. That is largely for experimental purposes, too, 
in both the Army and Navy ? 

Mr. Corrin. I do not like the word “experimental,” because that 
implies dealing with new things. This would be a comprehensive 
plan of continuous education, to keep alive the technique of war 
production. It will accomplish two things: One, the continuous edu- 
cation of American industry in the production of munitions, an up- 
to-date knowledge of which factories must have if we are to expect 
them to function quickly; and the other—even more important as a 
matter of fact—as we found out at the beginning of the World War, 
the reaction upon the Departments of the War and Navy themselves, 
in that it will force them to have continuously corrected in their files 
all of the latest information and all of the technical data, drawings, 
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specifications, and so forth, which they must supply to contractors in 
the event of war. Just as soon as a manufacturer is given an educa- 
tional order, whether it be for $10,000 or $50,000—whatever the 
amount or the article may be—the first question the manufacturer 
asks the War Department 1s, “ Where are the specifications and draw- 
ings under which I am to proceed with this work; what are the meth- 
ods of test; what are the specifications of materials; where are the 
sources of these materials?” He will ask for all of the other data he 
must have before starting the job. We were not able to supply this 
information at the beginning of the World War. It is notable that 
in many instances, after a manufacturer had then been given an order 
by the Government, his principal job for the next period of weeks or 
even months was to commute between his plant and Washington in 
an effort to find out, after having signed the contract. just what it 
was that the Government really wanted him to do. We were not in 
a position to supply the information to the manufacturers upon 
which they could proceed. And we will not again, in event of future 
war. be able to supply that information unless we have a continuing 
peace-time contact between the departments and industry, which 
requires not only the knowledge and the skill and the practical know- 
how upon the part of the manufacturer, but also forces the govern- 
mental departments to keep their own houses constantly in order, 
their own files complete, and their own knowledge of the technique 
of the munitions art in such shape as would make commercial quan- 
tity production quickly possible. Do I make myself clear? 

Senator Swanson. Now, you belong to the consulting board of 
the Navy; that has been continued since, has it not? 

Mr. CorFIN. Yes, sir; it is still in existence. 

Senator Swanson. What do they do now? 

Mr. Corrin. Very little. We hold one meeting on the 11th of 
November each year and discuss the various scientific developments 
with which each member has been in contact during the year. We 
pass resolutions of condolence, and so forth, for the families of 
those members of the board who have passed out during the year— 
and they are passing out quite rapidly. 

Senator Swaxson. Well, there is no fault in the law which would 
not permit you to be as active and to have as many meetings as 
you desire, is there ? 

Mr. CorFin. Just as active as ever. 

Senator Swanson. What do you recommend about the consulting 
board of the Navy, of which you are a member? 

Mr. Corrix. Well, any recommendation would be based, of course, 
upon what the Navy Department’s present attitude is. If I were 
Secretarv of the Navy (I will put it that way), I would reconsti- 
tute that board; I would fill in its depleted ranks by appointment 
of the leading technical men of the country and I would have at 
least semiannual meetings during time of peace in order that my 
department might be kept in close contact with the scientific develop- 
ments in industry. 

Senator Swanson. That could be done under existing law, could 
it not? 

Mr. CorFIN. Oh, I think the law is still in existence. I do not 
think any legislative enactment necessary. I believe the technical 
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group of the Navy would welcome a return to that degree of activity, 
at least; because it would insure to them a very definite and official 
channel of contact with the current achievements of the country in 
all scientific lines. As a matter of fact, so far as I know, there has 
been no abrogation of the act creating the Council of National De- 
fense. I assume that the Council of National Defense, with its 
advisory commission, is still a going concern in so far as Congress 
is concerned. 

Senator Swanson. Well, now, would it be necessary to modify 
the law permitting the Navy to make contracts irrespective of the 
lowest bidder in order for this consulting board to do its work 
efficiently ? 

Mr. CorFIN. I think so. It is my impression you will find fairly 
close restrictions as to the placing of contracts, in that they must 
ask for bids and, within reasonable limits, give the contracts to the 
lowest responsible bidder. 

Senator Swanson. What do you call “ within reasonable limits ”? 

Mr. Corrin. I think that term would be clarified by saying only 
“ lowest responsible bidder.” I mean that within limits of the manu- 
facturer’s ability to produce and his financial responsibility they 
have some latitude, of course. 

Senator Swanson. You think that would not produce a great deal 
of dissatisfaction and the idea that favoritism was being displayed in 
the mind of the general public ? 

Mr. Corrin. You mean in connection with educational orders? 

Senator Swanson. I mean on big bids, without giving it to the 
lowest bidder and giving everybody an opportunity to bid. To what 
extent would you permit that in the Navy Department, say? 

Mr. CoFFIN. The general business of the Navy would still be con- 
ducted on the present method of bidding; but a broad policy of edu- 
cational orders would be set up which would be an entirely different 
thing and which, frankly, would be looked upon by manufacturers 
as a nuisance, rather than an asset. In putting into effect any edu- 
cational order program, the question is not one of favoring the 
manufacturer; it is one of favor to the Government. 

Senator Swanson. That is true; but the impression would be 
produced that favoritism was being shown to certain concerns. 

Mr. Corrix. I do not not think so. We went all through that 
matter in 1916. 

Senator Swanson. What limit would you make; what depart- 
ments would you permit to make contracts without bids? 

Mr. Corrin. What departments? 

Senator Swanson. Yes; what departments—something concrete? 

Mr. Corrin. The procurement departments of the War and Navy 
Departments. 

Senator Swanson. Take something concrete, now: Would you 
have turbines, engines, or what would you do, now, as a concrete 
illustration of something that is not for experimental purposes ? 

Mr. Corfix. The educational system would not apply to items of 
regular current commercial manufacture. In the building of ships 
the building of turbines, engines, trucks, and so forth, the normal 
developments of industry would require no educational system; 
but where we have the specialized things, such as guns, gun sights, 
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recoil mechanisms, shells, time fuses, and any other non-commercial 
munitions of war, all of which require a very highly specialized 
technique, 1 would applv the continuous educational program. 

The other matter which has not been touched upon, Mr. Secretary, 
and which, as I have said, seems almost taboo from a reading of 
the resolution, relates to labor. The resolution states that the com- 
mission is prohibited from considering or reporting upon the con- 
scription of labor. After all, labor is one of the most important 
elements of the entire preparedness picture. Just why the commis- 
sion was instructed by Congress to dodge that very vital question, 
I do not know. I assume that there must have been political pres- 
sure from some quarter. That is usually the reason for limitations 
so obvious as is this one. As a matter of fact I do not think that 
we can conscript labor; so that, from my viewpoint, even a discus- 
sion of the conscription of labor is a waste of time. We can and 
must preorganize labor for emergency war service, but we can 
not drive it. We must lead it. 

Secretary Hurry. Mr. Coffin, might I ask you just one ques- 
tion there: We are not prohibited from considering any part labor 
will have in the mobilization of industry; we are prohibited from 
considering or reporting upon the conscription of labor. There 
are other wavs in which labor could contribute its share to a war 
program other than under a method of conscription, are there not ? 

Mr. Cottrns. Before you answer that question, it is not my pur- 
pose to quarrel, but my interpretation of that portion of the resolu- 
tion is that we are not to report upon a constitutional amendment 
regarding the conscription of labor. I am just throwing that out 
for the purpose of letting everybody on the commission understand 
what is in my mind regarding the interpretation of the resolution. 

Mr. Haptey. Mr. Chairman, there are two factors in that equa- 
tion. One is the constitutional amendment; the other is to minimize 
the war burdens. If we are inhibited from reporting on it as a 
matter of constitutional amendment or statutory enactment, we cer- 
tainly are likewise prohibited from considering it as a matter of 
policy. I simply broaden my understanding of the resolution under 
which we are acting; in addition to the suggestion made by Repre- 
sentative Collins, I think it extends further and goes to the question 
of policy. 

Secretary Hurtey. The only word used as a restriction in regard 
to labor is “conscription”; therefore, if we have a definition of 
the word “conscript,” the whole field of labor, with the exception 
of “conscript,” is subject to review so far as is necessary to reach 
the conclusions of this commission. The thing we are prohibited 
ae doing is considering or reporting upon the conscription of 
abor. 

Mr. Corrin. Mr. Secretary, of course the relation of labor to the 
war problem is one of the most essential elements of the entire 
picture. Labor can not be forced or conscripted in a broad national 
sense any more than can capital; which is another story I would 
like to touch upon later. Labor can be organized and led through 
intelligent and sympathetic leadership. That is exactly what we did 
with it to a very great extent in the World War. The Council of 
National Defense came directly in touch with labor. The matter of 
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industrial relations in the early davs of the war lay within my sphere 
of the council’s operations. ‘The men who then headed the American 
Federation of Labor, I found among the most helpful and the most 
loval of all with whom we came in contact in the organization of the 
industrial side of the country. Mr. Samuel Gompers particularly 
was always a tower of strength in any reasonable and sane approach 
to the problems which affected labor. The country lost a great 
man through Samuel Gompers's death. Those of us who went 
through the war with him perhaps realize this more than can 
any others. 

Senator Swanson. You found him a conservative, helpful force, 
did vou not? 

Mr. Corfix. Always. Let us look for a moment at the practical 
side of labor's relationship to the war program. One of the manu- 
facturer’s most lively concerns in any war emergency affecting the 
man power of the country is whether or not his producing ma- 
chinery, as represented by his skilled organization, is going to be 
left intact, or is going to be broken up. One of the most potent 
influences on prices, costs, and profits in connection with the war 
program hes Just there—is an effective organization built up over 
10, 20, or even more years of commercial productive effort, going to 
be wrecked, to be later rebuilt or replaced. 

Moreover, this is not a question of age. Many of our most skilled 
toolmakers and mechanics in the country to-day are young men. In 
the case of any call for volunteers during the 90 days, say, 1t would 
take to get our draft machinery functioning, a large percentage of 
these aggressive young skilled workers would volunteer. It makes 
no particular difference whether we lose them from industry through 
the volunteer system, or whether they are taken off of the job by 
the draft; either condition is not only disturbing and costly, but far- 
reaching in its influences. It takes much longer to heal a broken 
organization than it does a broken leg. Ninety days in a training 
camp will send men back to the plant entirely changed in their attı- 
tude toward their job—their psychology changed toward their place 
in the scheme of things. Our plan should be so set up that we could 
safeguard against this. Every nation in the war went through 
stich the same experience. It was not realized, of course, at the 
beginning of the war that the worker's sweat had to be so thoroughly 
mixed with the blood of the fighting men. In 1914 we had no idea 
of the part labor must play in modern war. In Germany, there 
was some conception of it, but even in Germany no adequate pro- 
vision had been made for a sustained, long-drawn-out industrial war 
effort. 

Now every one in making a speech about the industrial mobiliza- 
tion of the country for war, makes his bow to labor and accords it a 
place of importance with the armed forces. We usually drop it at 
that conversational stage and, having paid labor this verbal compli- 
ment, we leave it with no particular recognition of the individual 
workman and his status, other than upon the basis of a paid em- 
ployee of industry whose duty it is to do the best that he can in the 
production of the war materials. We do not bring to him any feel- 
ing of his individual importance and responsibilities; we do not 
appeal in any way to the psychological ae of his nature, and we 
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make no effort to build in him that spirit so necessary to create and 
maintain throughout our army of workers to counter the strains, 
anxieties, and the fears of the war period. 

Now, in our plans in 1916, and again in 1918, we proposed what 
we call an “industrial reserve :” this industrial reserve, during peace 
time. to be definitely recognized not only as a body of importance, 
but that recognition to be carried down to the individual worker in 
the plant: each manufacturer to list and to have enrolled, in time 
of peace. the essential personnel of his particular institution—the 
executives necessary; the toolmakers necessary; the skilled labor 
necessary to man his plant; definite recognition of such enrollment 
to be conferred as an honor to the individual workman; give him 
a button for his lapel, an insignia showing him set apart for service 
in the national industrial scheme of things, letting him feel by that 
very button he wears a recognition that his individual status is 
secure, that he is considered of a superior skill and of an importance 
greater than those workmen not enlisted in the industrial reserve. 

We have not. so far as I know, ever made any effort to build up 
and maintain the morale of the individual workmen; we have con- 
centrated nearly all of our attention upon the creation and the main- 
tenance of the morale of the fighting man, but have not given similar 
attention to that equally important group of men which we designate 
in this bill as “labor.” I do not believe any effective plans for the 
national defense can be formulated, or ever will be formulated, which 
do not take cognizance of these two points I have raised—one, the 
necessity of the educational program; two, the creation, during peace 
time. of the “industrial reserve ” which will hold in our factories the 
human machinery necessary for putting quickly and smoothly into 
effect the Government's great production program at the outbreak 
of a war. 

Have you any questions you would hke to ask concerning the 
labor side? i 

Senator Swanson. What specifie recommendation do you make to 
accomplish what you have suggested in that respect? 

Mr. Corfix. I do not know whether or not any legislative enact- 
ment would now be required for the creation of an industrial reserve. 
I assume that it should be legalized by statute and the departments: 
authorized to accord proper recognition to such a reserve. Specific 
recognition would come in connection with the plans for industrial 
mobilization. There would be built up an industrial reserve—recog- 
nized as such—with the object of retaining in industry the skilled 
personnel necessary for the conduct of the business affairs and the 
operation of the plants upon which the Government must plan ta 
depend for the production of munitions. 

And perhaps I may here mention another thing. We are possessed 
in this country of such great production capacity for supplies of all 
kinds, specialized or otherwise. that by no conceivable stretch of the: 
imagination could it all be needed, 1f properly organized, behind 
any war effort we can now visualize. I think that our greatest pres- 
ent plan would contemplate no greater armed force than the four: 
millions we had under arms in the World War. There may be an 
impression that nearly all of American industry was employed during 
1917-18 upon war work. That is not the fact. Certainly not more 
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than 30 per cent of the then existing productive capacity of the 
country was actually used. Certainly that percentage of the produc- 
tive capacity would have been ample, had the necessary plans of pre- 
arrangement been made effective before the outbreak of the war. 
Small manufacturers, in general, throughout the country had little 
or no part in the actual war program. <A great number of manu- 
facturers did not attempt contracts in connection with the war pro- 
gram. This leads us to a pretty broad subject within itself, that is, 
such a distribution of war contracts, as will convert plants to the 
purposes of the National Government upon a percentage basis—their 
after-the-war commercial activities to be given thought even in the 
preparation for war. 

Wars are usually brought about through commercial conflicts of 
one kind or another. Commercial rivalry is immediately in evidence 
at the end of the military struggle. An extreme illustration of this 
is perhaps evidenced by the attitude of the French toward some of 
our own activities at the beginning of the war. Documents which 
came into our hands showed that there was a very considerable oppo- 
sition in France to the teaching of American industry along certain 
specialized lines vitally necessary to our effective participation in 
the war. It looked as if the French would rather take a chance of 
not winning the war than impart to America knowledge which would 
permit of our competition in the commercial field with a return of 
peace. 1 say that is an extreme illustration, but it points my mean- 
ing when I say that commercial considerations wield a wide influence 
and must be given thought even in the preparations for war. There- 
fore a percentage conversion of industry is but the part of wisdom 
and of foresight. 

Nearly all manufacturers have widely ramified trade relationships, 
certainly throughout our own country, and in many instances 
throughout the world. There are sales organizations built up at 
vreat outlay of capital and patient effort, over long periods of years, 
and if the entire production of plants is to be commandeered to fill 
the needs of the defensive machine, it means that this entire com- 
mercial mechanism is wrecked either permanently or at least for a 
period of years. No sales organization can be held together indefi- 
nitely without conducting some percentage, at least. of commercial 
business. Moreover, a percentage conversion of industry permits of 
a far wider distribution of war contracts. It permits, also, of a 
much more smooth and a much more effective conversion of industry 
from peace-time pursuits to the production of war materials. 

One of the outstanding necessities, of course. in the conduct of a 
war is its financing. It is therefore obviously desirable to keep 
every section of the country so nearly satisfied and as prosperous as 
possible. This means that our plan should contemplate keeping all 

arts of the country busy in a certain degree upon war work and 
ae up the commercial activity and the spirit of enthusiasm for 
the general support of the Government's program. 

Perhaps the worst possible way to begin a war is with closed fac- 
tories and bread lines and a depressed public mind. There is cer- 
tainly nothing in such a situation conducive to the subscription to 
Liberty loans or the raising of the necessary financial levies for car- 
rying on a long conflict. I think our object should be, therefore, to 
utilize, in so far as possible and in proper percentage, even the com- 
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paratively small manufacturers throughout the country. There is 
nothing, perhaps, that will so effectively remove the fears and 
hysteria which are apt to develop in connection with a sudden war 
emergency as will the knowledge that each community has a very 
definite thing to do and a prearranged program in which the people 
can set their teeth. From our experience in the entrv into the World 
War I should say this matter of meeting the desire of the average 
citizen to know and to do his part, to do something effective and to 
do it immediately, is one of the very important elements with which 
we should plan to deal. To those of us who were here during those 
early days of 1917 it was astonishing to meet the enthusiasm and the 
spirit and the desire to become immediately effective that permeated 
our people. And there again rests a very important responsibility 
upon the Government, in that certainly looking toward any future 
emergency we must have set up here in Washington some very 
definite and convincing agency to deal with the sudden rush of public 
sentiment. To send people back home after a trip to Washington 
with the feeling that no information is available, that no one can be 
found to give them any idea of what it is all about, and with a feeling 
of disgust at the state of unpreparedness and seeming indifference 
with which they have been met in their patriotic efforts to learn what 
they can do to be helpful, creates one of the most serious psychologi- 
cal effects to be later overcome. 

Secretary HurLey. Mr. Coffin, while you are on that subject, 
would it interrupt you if I would direct your attention along cer- 
tain lines for a few moments? If it would interrupt you in any 
way, I will let you proceed. 

Mr. Corrin. No; go ahead; whatever you like. 

Secretary HurLeY. You spoke in the beginning of the conditions 
that prevailed at the outbreak of the last war, and made statements 
to the effect that those conditions prevail now in our state of pre- 
paredness for national defense. Are you familiar with section 5 
(a) of the national defense act ? 

Mr. Corrry. Well, I presume so. I do not know it by that sec- 
tion, but I think I know what you mean. You misquote me to this 
effect—at least I meant to say 

Secretary HurLeY. I may have misunderstood you. 

Mr. Corrix. I meant to say that those conditions, in the event 
of a future war, are apt to recur as they always have in the past, 
rather than that they exist at the present moment. 

Secretary HurLeY. Now, let me proceed with that line; let me 
see if we are not all together on this. Are vou familiar with the 
organization set up under the national defense act for the mobiliza- 
tion of industry ? 

Mr. Corrin. In a general way; yes. 

Secretary Herry. You have suggested the necessity of ascer- 
taining the munitions-manufacturing capacity of the Nation? 

Mr. CorFIN. Yes. 

Secretary Hurry. Do you know that that has been done and that 
this Nation is set apart in 14 districts? 

Mr. Corrin. Yes. 

Secretary HurLeY. That officers are operating throughout the 
Nation and tabulating continuously that information, and that it 
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is available now for you or for any one who might be charged with 
the responsibility that you had at the beginning of the war? 

Mr. Corrie. Yes. 

Secretary HurLeY. Do you know that that has been done and is 
available now ? 

Mr. Corfix. Yes. 

Secretary Hcriry. The next question you have discussed at length. 
Do you know that at numerous times during the past eight years 
the question of educational orders has been widely discussed and 
recommendations made to Congress by the War Department on that 
subject ? 

Mr. CorFFIN. Yes. 

Secretary HurLeY. Do you know that this same organization. set 
up under section 5 (a) of the national defense act, has considered 
at great length the relationship of labor to national defense ? 

Mr. Corrin. Yes. 

Secretary HurLeY. And has a program in being on the subject 
now, which has been presented to this commission ? 

Mr. CorFFIN. Yes. 

Secretary HurLeY. Then assuming that these vital propositions 
which you have suggested have been under continuous discussion for 
10 years 

Mr. CorFIN. That length of time is one of the unfortunate features. 

Secretary Hurry. It is unfortunate to discuss them and to under- 
stand them? 

Mr. Corrin. No; that it takes 10 years to get something done. 

Secretary HurLeY. Oh, you do not think that this discussion will 
do anything; but we do think that 1t will promote intelligence on the 
subject, will 1t not? 

Mr. Corfix. Oh, surely. 

Secretary HurLeY. Now, I would like to ask you further, if, after 
all, it is not your purpose, the purpose of this commission, to ascer- 
tain the lessons which the people of the United States learned through 
the World War and to perpetuate them in such form as to be avail- 
able to the man who occupies the position in the next war that you 
did in the last? Is not that the purpose ? 

Mr. Corrin. Yes; just as Mr. Baruch has done. That is, perhaps, 
the greatest service that any of us can render. 

Secretary HukrLeY. Then these discussions of 10 years that seem to 
meet with a certain degree of disparagement 

Mr. Corrin. No, not that; but I assume that you have again to 
impress upon Congress the necessity for doing these same things we 
are again ee here this morning. You are bound to meet op- 
position in your educational program; you have met it, and what I 
am trving to do here this morning, Mr. Secretary, is not in criticism 
of the work and the very wonderful work which the department is 
doing, with which 1 acknowledge I am not so closely in touch with 
as I would like to be because of the busy years that have come to all 
of us, but to record, in so far as possible, the reasons based on prac- 
tical experience that Congress do, and do without further delay. the 
very things vou are going to have to ask them to do within the near 
future—to give sanction to a comprehensive preparedness program. 
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Secretary HurLeY. That brings me to a point 1 want you to advise 
the commission on: What are we going to have to ask Congress to 
do within the very near future? 

Mr. Corfix. Two very po en things I have just mentioned, Mr. 
Secretary—that Congress shall give authority for the procurement 
departments related to the national defense to put into practical effect 
the educational order program with all that goes with it—with the 
attendant necessities for the investment of considerable sums of 
money in the jigs, gages, tools, and all of the highly technical and 
specialized equipment that must be a part of that educational pro- 
gram. That is one. 

Secretary Hurtey. Now. I realize fully that your answer applies 
to that part of this resolution that deals with the “ policies of war.” 
Now, will you go one step further and tell.us in what way that 
equalizes the burdens and eliminates the profits of war? 

Mr. Corrin. Shall we say first, Mr. Secretary, the cost of war; be- 
cause, after all, profit is merely an element of cost. I do not think 
we can judge our experiences in the World War with any great de- 
gree of finality, because of the fact that the allied requirements had so 
greatly distorted our entire structure of production and prices. I see 
no more definite and comprehensive way of exercising price control 
over the commodities of war than through educating for their pro- 
duction, in prearranged percentage, the very largest possible number 
of American manufacturers. For instance, to state a case in point, 
I happen to know through conversation yesterday with some of the 
officers in your own office—the department’s proposal in connection 
with the fabric for clothing of the troops. You are changing your 
specifications to the point where, instead of depending upon a few 
specialized manufacturers for that product, vou are arriving at a 
specification under which the entire fabric industry of the country 
can swing into its production and hence developing much potential 
capacity and competition in the supply of that particular material. 

ecretary HurLeY. Yes. Mr. Coffin. Now you will pardon me, 
won't you, because my questions do not necessarily express my own 
views on the subject; they are merely an attempt to get from the 
wealth of your experience information that will be helpful to us. 
I agree that fabrics are an incident in the program for the War 
Department; munitions are another; ordnance—all of these essen- 
tials for the waging of war are an incidental but necessary part of 
the whole machine. No matter how efficient may be considered our 
program for procuring those things, we are not confronted now by 
the set-up of that plan, except in so far as this commission may 
recommend change in that set-up. The big question before the com- 
mission now is to equalize the burdens and eliminate the profits of 
war. Have you evolved in your mind a plan such, for instance, as 
contained in Mr. Baruch's statement—in his suggestion of a law? 
Does your mind meet him on that? Do you suggest the freezing of 
prices at the outbreak of the war? Do you suggest a constitutional 
amendment that would permit the commandeering of all property 
by the United States Government at the outbreak of a war? Or. 
have you a concrete plan of your own that you would like to submit 
to this commission ? 
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Mr. Corris. You have asked quite a number of questions in one 
and. to use the popular expression, they state quite a mouthful. I 
do not entirely agree with Mr. Baruch and, as a matter of fact. Mr. 
Baruch is not in entire agreement with his own plan, in that, hav- 
ing frozen his prices, he immediately suggests a scheme whereby 
they can be unfrozen. 

Secretary Hurry. Let ine interject just another thought there: 
There is always. Mr. Coffin. is there not, the necessity of great flexi- 
bility in handling the problems that arise at the outbreak of an 
emergency ? 

Mr. COFFIN. Of course, and there always will be, and no two pro- 
ducing agencies, perhaps, in the last equation can be treated quite 
alike. There are too many varying elements to be taken into ac- 
count. In connection with the profits of war. Mr. Secretary, let me 
point out that the so-called profiteering in the World War, and the 
question of both cost and profits. for that matter, were largely the 
result of the Government’s own uncertainty. vacillation, and lack of 
any intelligent prearrangement or plan in that direction. 

You can appreciate that. having been confronted with the declara- 
tion of war on the 6th of April, before any of these plans which we 
then had in view looking toward an orderly mobilization of Amer- 
ican industry could be put into effect. we were placed in a position 
of having only one commodity that was plentiful and poweria: and 
that was money. I think the Congress and the people in general 
were quite imbued with the thought expressed by Mr. Bryan in a 
certain famous speech. to the effect, as I remember it, that a million 
patriotic Americans would spring to arms overnight in the event 
of war. The impression, 1 think, was that, since we were the 
wealthiest nation in the world, about all we had to do. and about 
all the responsibilities Congress would be called upon to undertake. 
would be the appropriation of money with which we could make 
up for all of our shortcomings in every other direction. I think the 
imagination of all of us can quite properly and quite readily con- 
ceive of the impossibility of any efficiency under such circumstances. 
We set out to cure our unpreparedness by spending money lavishly. 
even though we knew it was a most wasteful procedure. We did 
not have time to move with ordinary business method: we did not 
have time properly to develop the things for which we spent money. 
It was a case of doing everything that we could to counteract the 
effect of years of inattention to the now very well recognized require- 
ments of modern war. 

Continuing for a moment while I am thinking along that line, 
Mr. Secretary. as I have said, the whole question of profits is involved 
as an element of cost. Cost can be broken down into a great many 
items. One of the biggest is time. and 1 think we all ought to thank 
God that we had a lot of alhes who were holding the line while we 
were muddling around trying to find out what it was all about. I 
am afraid we can not look forward to assistance of this kind in any 
future war, ansl we certainly ought not to plan upon a recurrence of 
any such good fortune in that direction. We were in the war, so far 
as our manufacturers were concerned, about a year: no manufacturer 
got really under way until about October or November of 1917; it took 
months of time to get contracts signed, find out what was wanted, 
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get the specifications, drawings. blue prints. and the necessary work- 
ing information into the hands of the producers. You can see quite 
readily that if the Government gave a manufacturer a contract for 
some millions of dollars’ worth of war material on the outbreak 
of the war, but was unable to supply complete working specifica- 
tions for three or four months thereafter, the manufacturer had to 
add all of the costs of those months of delay while an organization 
had to be carried without any visible means of support but held 
always in readiness for the go-ahead which was “just around the 
corner.” 

Now, all of this expense had to go into the cost of the production of 
the material which the manufacturer ultimately delivered. Tremen- 
dous sums were spent in plant expansion and in many other direc- 
tions at a time when neither labor, materials, nor constructive effort 
should have been necessary in those directions; because, had proper 
mobilization plans been in existence. ample plant would have been 
available in the United States to take on the burden without inter- 
fering with the reasonable needs of the civilian population. A ver 
large percentage of all of our munition costs in connection wit 
the World War are chargeable directly to our lack of orderly pre- 
arrangement in connection with the procurement of supphes during 
the first several months of the war. Excessive profits were in many 
instances chargeable to the Government’s own agencies. Forms of 
contracts were evolved which at that time seemed wise, and perhaps 
it has not yet been proven that they were unwise. The so-called 
bonus plan, so often attacked after the war and made the agency 
through which business men were threatened with indictment and 
with suits for the repayment of profits, is a case in point. This 
form of contract was not a development of the industrial people; 
it was a creature of our governmental agencies, and it had a very 
logical background. 

Secretary HurLeY. Will you pardon me for interrupting you 
again. It has been said that some people did, during the war, reap 
unreasonable profits and did become rich, or wealthy, out of war 
profits while other men were required to offer or to give their lives 
in defense of the country. We are now asked to find a method b 
which the burdens of war can be equalized and profits eliminated. 
Now, let us assume that we know the details of what occurred in 
the last war. Have you any plan, with the exception of what you 
have stated in regard to the regulation of labor, the placing of edu- 
cational orders, and perhaps I inferred also you mean to say that 
the profits can be equalized by the assessment of taxes on profits 
both during and after the war, have you now a complete program— 
eliminating all detail, of course—as to how to equalize the burdens 
and to eliminate war profits ? 

Mr. Corrin. Mr. Secretary, I can answer you in just one word 
and it gives expression to the program that you are working toward 
in the War Department. That one word is “ prearrangement ”— 
know what it is we are going to do and buy, and where—before the 
emergency arises. The thing that will cause a recurrence of the 
unsatisfactory conditions of the last war will be that we are again 
caught in an emergency without adequate prearrangement; when we 
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are forced to do to-day what we ought to have done a year ago. and 
where there is no time for evolving any orderly or ethcient plan of 
action. 

Secretary HurLeY. Then I understand from your testimony, Mr. 
Coffin, that you believe through intelligence, knowledge of the 
manufacturing capacity of the Nation, together with the leadership 
that emergencies usually bring out, the burdens can be equalized and 
profits eliminated. Is that your attitude? 

Mr. CorFIiN. There is no question about it. Of course, we will 
never equalize burdens to the extent that we can hope to offset the 
loss of life in the trenches. I do not know of any method of putting 
any part of the burden of the fellow who loses his life over on the civil 
population in any other way than to properly look after his family. 
There will always be inequalities in the burdens of a war, because 
the one outstanding objective is to win the war, regardless of the 
welfare of the individual or of the detail of the method employed. 
Wars are perhaps peculiar in that, in the long run, they bring no 
profit to anyone, either to the winner or the loser. I believe, in the 
long run, it may be said that there is no lasting profit to the indi- 
vidual. Here and there some scheming intellect, or some fortunate 
individual, may create or have created for him a condition where 
he may make an abnormal amount of money out of some phase of 
the job; but when we set such instances off against the tremendous 
savings, running into billions of dollars, which we might have made 
in the conduct of the World War had we had any intelligent and 
orderly plan of prearrangement before we went into it, the question 
of profit becomes an unimportant detail. 

Mr. CoLLINs. You said something about educational orders; that 
was one of your recommendations? 

Mr. Corrtn. Yes, sir. 

Mr. CoLnrxs. How far would vou like to go with educational 
orders? Any further than ordnance? 

Mr. CoFFIN. Into any field that is specialized or that requires a 
degree of knowledge which is not continuously in existence in the 
ordinary course of our commercial life. Wherever there must be 
created for the benefit of the defensive departments a production 
source requiring specialized knowledge, equipment, or process, there 
we must educate. 

Mr. CornLixs. Well, let us get at it another way. What outside 
limit on appropriations would you make on your educational orders? 

Mr. Corrin. I think the limit we arrived at in 1916 was $50,000 
per order, not to exceed that; and in connection with the production 
of jigs, tools, dies. etc., $200,000. 

Mr. Cotiins. For jigs, dies, tools, and gauges the Congress always 
appropriates the amount that the War Department asks, and last 
year the War Department’s estimates were not pared down by the 
Budget and were passed by Congress practically as the bill was 
written and submitted to us. And every year an appropriation for 
Jigs. dies, and gauges is made by the Congress for the worth-while 
implements that the War Department thinks would be necessary in 
case of an emergency. 

Mr. CorrFix. Well, Congress did the same thing in 1915 and 1916. 
and my recollection is that out of something like $600,000 available 
for that purpose little, if anything, was spent. 
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Mr. CoLLins. Well, of course, the Congress does not spend the 
money. 

Mr. Corrix. No; but I am pointing out that as a matter of prac- 
tical application what Congress wanted done was not put into effect. 

Mr. Cotirxs. Now, you would limit each educational order te 
$50,000 ? 

Mr. Corrin. Not necessarily. Conditions probably have changed. 

Mr. CoLLixs. What about the number of orders; how would you 
limit that? 

Mr. CorrIN. Only in accordance with an orderly and compre- 
hensive plan oral out by the department itself. 

Mr. CoLLIxs. With reference to educational orders, take, for in- 
stance, an order on tanks. Suppose we had been spending money on 
educational orders for tanks and the War Department should adopt 
another type of tank. In that case the time the manufacturers of 
the country had spent on educational orders on tanks practically 
would be worthless. would it not? 

Mr. Corrin. No; I do not think so. 

Mr. CoLLiNs. You do not? 

The following is taken from General Pershing's Story of the War: 

One serious deficiency, which imposed a harder task on our splendid infantry- 
men and subjected them to the certainty of additional losses, but which, however, 
could not be remedied, was the lack of tanks, only 18 being available instead 
of several hundred which were sorely needed. 

It seems strange that, with American genius for manufacturing from iron 
and steel, we should find ourselves after a year and a half of war almost com- 
pletely without those mechanical contrivances which had exercised such u great 
influence on the western front in reducing infantry losses. As usual, the Ameri- 


can soldier discounted the odds pluced against him and carried the day by his 
dash and courage. 


Mr. Corrin. You are insuring that a specialized knowledge is 
maintained. And let me point out to you that, so far as the expendi- 
ture of funds is concerned in this educational program we are here 
discussing, we know from actual experience that the adoption of such 
a program means not minor advantages in the event of a war emer- 
gency, but the actual saving of billions in war expenditure. 

Mr. CoLLIxs. But you realize, on the question of educational or- 
ders, that most of the objects you have mentioned are protected by 
patents. How would you handle that? 

Mr. Corrin. Not a serious consideration at all. 

Mr. Corns. Not a serious consideration ? 

Mr. Corrin. We met the patent situation very adequately in the 
World War. 

Mr. CoLLins. By paying the patentees for the use of their patents? 

Mr. Corrin. By forcing all patentees to license other manufactur- 
ers under anything that related to national defense. 

Mr. CoLLINs. And, of course, paying them? 

Mr. Corrin. Well, a reasonable amount of. royalty, where legal 
counsel so advised. 

Mr. Corns. Of course. Now, with reference to this reserve that 
you spoke about creating in industry; would you commission those 
reservists? 

Mr. Corrin. No. 

Mr. CoLLins. You would just give them a button? 
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Mr. Corrin. I would be against the introduction of the United 
States uniform and military ‘organization in anything touching in- 
dustry. 

Mr. CorLixs. Do you share Mr. Baruch's views that we ought not 
to militarize industry ? 

Mr. Corrin. I certainly do. 

Mr. Couurns. Or to industrialize the Army? 

Mr. Corrin. I certainly do. 

Mr. Cottins. Now. you spoke about labor. What do you think 
about the Government drafting about twice as many men as it needs 
and then taking those that 1t does not need for strictly fighting pur- 
poses and using them as labor? 

Mr. COFFIN. Entirely impractical, except in some specialized in- 
stances, as, for instance. our timber situation in the Northwest. 
That was a situation that. late in 1917. had to be met in just that way, 
and it probably was the wisest way to meet it. 

Mr. Coruixs. You believe in that in certain circumstances ? 

Mr. Corrixn. Where a condition of alien activity existed which 
could not be overcome in any other way. 

Mr. CoLLixs. You believe in that in certain instances 

Mr. Corrinx. 1 should sav where alien activity is prevalent we might. 
have to do it. 

Mr. CoLLins. You would limit it entirely to alien activity? 

Mr. Corrin. I think we could say so; yes, sir. 

Mr. CoLLiws. You said, generally, that you had certain things in 
mind, thoughts that ought to be done now in pae time, in prepara- 
tion for armed conflict: have vou anything that vou would suggest 
other than those you just mentioned? Would you increase the per- 
sonnel, for instance? 

Mr. Corfix. I do not think so. I will answer that question by 
saying that I would simply give point and force—and I am speak- 
Ing now perhaps from the congressional standpoint, if vou like— 
that I would do everything possible to give point and force to the 
early practical application “of the plans “for industrial mobilization 
which the War Department is now formulating. 

Mr. Cottins. In other words, you recommend congressional ap- 
proval of the War Department’s mobilization plan ? 

Mr. Corrix. Yes: just as soon as it can be put into practical 
effect. 1 would aid in putting it into practical effect. 

Mr. Conniss. You would not do it in peace time, would vou? 

Mr. Corrin. Well. now. we are talking about two different things, 
I am afraid. I am advising here the putting into effect of the meas- 
ures Of prearrangement which we have been discussing. I am not, 
of course, advocating the setting up of the entire war-time mecha- 
nism which would have to follow this: I am not recommending put- 
ting the country industrially on a war footing to-morrow or next 
day, but I am urging the setting up of the necessary working plans 
and relations, so that we can expeditiously do it and so that the 
country can effectively respond when the time of emergency comes. 

Mr. Corriss. What do vou think about the idea of commission- 
ing as officers in peace time about 14,000 industrialists so that they 
can aid in the mobilization plans of the War Department? 

Mr. Corfix. We would ruin them. 

Mr. CoLLixs. That is all. 
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Mr. Corrix. We ruined more good men during the war by put- 
ting them into uniform than we had in the casualty list of the 
fighting forces. 

Mr. CoLLrNs. That is all. 

Secretary HurLeY. Mr. Coffin, would you prepare for the commis- 
-sion, during your leisure time in the next two months, your suggestion 
of a plan to equalize the burdens and minimize the profits of war? 

Mr. Corrix. I am afraid any such plan, Mr. Secretary, would 
get down to very much what I have said to you here this morning. 
All of the questions in connection with costs and profits will adjust 
themselves just as soon as the Government is prepared to deal with 
this whole broad subject upon an orderly basis of prearrangement 
and will apply to this war activity the ordinary principles of busi- 
ness, which are everywhere practiced in commercial industry. 

Secretary HurLeY. Yes. Now, that is true and, of course, the 
record has what you have said; but there is not any question but 
that you understand what vou have said better than any of us could. 

Mr. Corriy. I can not subscribe to that. 

Secretary HURLEY. Now, if you could put in very short form the 
suggestion of a plan for the commission, we would appreciate it. 

Mr. Corrin. I would be glad to do it. 

Mr. HapLey. Right upon that point and relating to the answer 
of the witness to the chairman's interrogatory, I would like to sup- 
plement it to this extent: 1 understand quite fully, I think, the 
‘statement you have made with regard to requisite prearrangement 
in order to effect adequate preparation. Then when he interrogated 
you in regard to the removal of profits, you referred to it as a matter 
-of detail, as compared to the process of winning the war. Of course, 
that may be true; but this commission is charged with a very grave 
and primary responsibility in regard to profits, whether rightfully 
or wrongfully, and we are operating here within the jurisdiction of 
that resolution which deals primarily with that question and we 
have to focus upon it. Now, what I would like for you to do, in 
line with the request of the chairman, is to advise this commis- 
sion how and wherein a prearrangement which you have fully dis- 
‘cussed here will articulate in its operation with the automatic 
removal of war profits, if it will—excess profits, I mean? 

Mr. Corrin. Yes, sir. 

Mr. Haptey. If it will, how do they articulate? That has not been 
made clear, perhaps for want of time and opportunity to interrogate, 
and if that can be made clear I think the extension of remarks that 
may be put in the record by the witness will be very much in point 
and very helpful. 

Mr. Corfix. Well, we have tried, of course, Mr. Secretary, to cover 
in a couple of hours this morning a subject that has occupied the 
thought of a great many of us perhaps over a period of years. All 
of the aspects of these subjects, of course, can not be covered in any 
two hours’ session. 

Mr. Hap tey. I realize that; and my own observation was intended 
to focus your mind upon the point which was disturbing me, namely, 
to determine wherein this will work out by way of removing war 
profits, if given effect. 

Mr. Corrin. Of course, I assume that none of us are seriously con- 
templating taking normal profit out of war any more than we would 
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take it out of industry at any other time of emergenev—because the 

Mississippi had ov erflowed its banks or for any other reason. Dollar 
turnovers each carrying its reasonable and usual normal profit are a 
necessary source of war finance. We must keep our people feeling 
prosperous if Liberty loans are to be keep cheerfully oversubser ibed. 
We must keep our industries functioning as smoothly and upon as 
nearly a peace-time basis as we can, not only in the interest of win- 
ning the war but for the ready reconversion of these facilities to the 
commercial purposes of peace following the war. Sources of irrita- 
tion and of proper criticism have dev eloped ï in connection with World 
War contracts—in manv instances greatly exaggerated—in that the 
Government, whether through its own fault or the scheming of cer- 
tain contractors, did pay exorbitant profits. 

Now, if I may have just one minute, 1 would like to say, Mr. Sec- 
retary, that dur ing my several vears of relationship with the govern- 
mental departments, beginning in 1915 and not ending until 1921, 
after all investigations were completed. 1 would like to say that I 
do not believe the country has any proper appreciation of the general 
loyalty and willingness for service and. shall I say. willingness for 
sacrifice upon the part of our American business men. The natural 
tendency at the end of the war was for all of the men who had deal- 
ings with industry during the war to get quickly back into their 
niches in civil life. This brought an entirely new strata of personnel 
into the field, most of them, by the very nature of things, men who 
had no better job than to try to hold on in W ashington. There was 
no more certain way of holding that job than to stir up suspicions 
and investigations with the bringing of suits on the part of the De- 
partment of Justice or other interested departments for the reclaim- 
ing of funds alleged to have been improperly paid. This brought 
American business men in general under a cloud which was abso- 
lutely undeserved, and, Mr. Secretary, I welcome this added oppor- 
tunity of saving that I do not believe the American people have ever 
doubted that the American business man’s ; part in the war was a 
great tribute to our national ideals. The criticisms aimed after the 
war at the dollar-a-year men and others who served were never 
carried to the point of proof in any instance of consequence, and 
died a natural death because of no valid foundation. Our business 
man’s participation in the war, 1 believe. exceeded in integrity and 
spirit and lovalty that of the business men of any other nation in- 
volved in the World War. 

Secretary HurLeY. Thank vou very much, Mr. Coffin, and we will 
expect vou to submit, if vou will, a short plan as to how to equalize 
the burdens and eliminate the profits of war. 

Mr. Corrin. I will be be glad to. 

Secretary Hunter. Thank vou, very much. The next witness will 
be Mr. Philip A. S. Franklin, president of the International Mer- 
cantile Marine Co.; president ‘of the Atlantic Transport Co., West 
Virginia; chairman of the shipping control committee, at New York 
City, a joint creation of the War Department and the United States 
Shipping Board. Mr. Franklin was awarded the Distinguished 
Service Medal by this Grovernment and the Chevalier Legion of 
Honor by France. 
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Mr. Corfix. And, Mr. Secretary, Mr. Franklin was one of the 
first men whom we called into Government service, and served with 
wonderful ability and loyalty throughout the war. 


STATEMENT OF PHILIP A. S. FRANKLIN, PRESIDENT OF THE 
INTERNATIONAL MERCANTILE MARINE CO. 


Mr. FraNkLIN. Mr. Secretary and gentlemen of the commission, 
as far as I am concerned I think we ought to be very thankful that 
this commission has been appointed by the Senate and the House. 

As far as shipping is concerned, which is all I am going to men- 
tion, unless you have any questions you want to ask me, the experi- 
ence in the World War was that you did not get into the final con- 
trolling body until February 7, 1918, Therefore, the primary 
thoughts that you gentlemen are going to give this matter should 
be very helpful, so that such a body, or such action as that which 
was taken then, could be taken the day war is declared. If you 
will allow me, I will read my suggestions to you and leave you a 
copy of them. 

Secretary HurLeY. Thank you, sir. 

Mr. FRANKLIN. At the time war is declared— 


(1) All ships over 2,500 tons deadweight suitable for deep sea trade should 
be requisitioned by the United States Shipping Board. 

(2) Such ships as are required by the United States Navy in connection 
With its operations should be turned over to the United States Navy to be 
handled as naval transports. 

(3) All other requisitioned ships should be operated by their owners as 
agents of the United States Government under Government orders and super- 
vision. 

(4) The United States Shipping Board and the Secretary of War should 
appoint a joint board or committee of competent, practical shipping men to 
supervise on behalf of the Government the management and operation of 
requisitioned ships. This board or committee should have the sole manage- 
ment of the ships without interference of any other Government department 
or body. The basic plan would be to keep the fleet in a liquid condition, to 
be used as conditions dictated, and that the proper Government authorities 
should specify the amount and character of cargo to be carried, but should 
have no authority to insist that any particular ship be assigned to curry this 
cargo. 

(5) The Government should pay a fair compensation to the owners for 
the use of their ships and services and should not permit profiteering of any 
kind. What will be fair must necessarily depend on circumstances at the 
time the ships are taken. 

(6) At the conclusion of the war the Government shall restore the ships 
to their original condition, ordinary wear and tear excepted, and return them 
to their owners. 

Now I think that embodies everything I have to say. It is a more simple 
problem, by long odds, than any question of manufacturing or anything of 
that sort, and it is the only fair way to do it—to take them all, so that no 
one owner Would reap a tremendous benefit out of the war, whereas the other 
owners might have a third or half of their ships taken. 


Secretary Lamont. Would this commission or board have power 
to build new ships, or additional tonnage, or anything of that sort? 

Mr. FraNKLIN. Oh, yes; they would have to build new ships, just 
as we did in the last war. 

Secretary Lamont. You did not mention that. 

Mr. Frankin. No. They would have to go on and build. And, 
at the same time, I think it might be a very wise thing if your 
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commission recommended to the Army and Navy that they should 
make a study of what ships are required or would possibly be re- 
quired, and the various types of steamers, in case of war—a study 
of what vou have now in the fleets of the country and what you 
would probably require. But this suggestion Just gives you the 
same control, really, that was accomplished on the (th day of Feb- 
ruary, 1918. 

Now if there are any questions you would like to ask, or 1f there 
is anv further information you would like to have later on, 1 will 
only be too glad to endeavor to supply it. 

Secretary HurLeY. We may call on you again, and if, in the course 
of these hearings, any further plan suggests itself to vou. we will be 
glad to consider it. On behalf of the commission, I thank you very 
much for the short and comprehensive manner in which you have 
submitted your plan. 

Mr. FrankLiN. Well, I thought that is what vou wanted. Now 
here is the shipping control committee’s appointment, with its au- 
thority and all that sort of thing, that I thought vou might like to 
have in vour record. 

Secretary HurLeyY. If there is no objection. we will place that in 
the record. 

Senator Swanson. Yes: I think we would like to have that in- 
cluded in the record. 

Mr. FrankLix. I thought you would like to have that, because it 
is the authority given by Secretary of War Baker on the 7th day 
of February and it would be a good thing to have before you in 
deliberating about this. My suggestions I will leave with you and, 
if I can do anything further, Mr. Secretary. please let me know. 

Secretary HurLeY. Thank you very much, Mr. Franklin. 

(The following was submitted for the record by Mr. Franklin :) 


War DEPARTMENT. 
Washington, February 7. 1915. 


THE SHIPPING CONTROL COMMITTEE (P. A. S. Franklin, chairman. H. H. Ray- 
mond, Sir Connop Guthrie, K. B. E). 


GENTLEMEN: 1. The distribution and allocation of tonnage now under the 
control of the War Department. or which may come under its control, engaged 
in the movement of the Army, its supplies and equipment—including the ship- 
ments to be made by the various bureaus and divisions of the department—are 
vested in the shipping control committee. 

2. The committee is charged with such management of the steamers as will 
include the work of loading and unloading, commissary, Coaling, supplies, 
repairs, and, except where vessels are manned by the Navy Department. of 
inspection and manning, the management and operation of the docks, piers. 
Slips, loading. and discharging facilities now under the control of the depart- 
ment, or of any board, officers, or agency now operating such facilities; and the 
direction and management of minor craft to be used in connection with the 
handling of steamers and their cargoes in port. 

3. The director of storage and traffic will keep the shipping control con- 
mittee advised of the number of troops, the quantities of cargo and supplies 
and equipment to go forward from month to month, and priority thereof, so 
nearly as may be practicable. The shipping control committee will recommend 
to the director the ports through which the traffic should be routed, arrange 
for the loading, transportation, and delivery thereof, with all possible prompti- 
tude, with the tonnage under its control, or such tonnage as may be obtained 
through exchange with or substitution from the Allied Government. 

4. The agencies, boards, and officers of the department now engaged in or 
about the work now committed to the shipping control committee will report 
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to the committee, and the committee will report to the director of storage 
and traffic. 

d. The shipping control committee is authorized to utilize the staffs and 
agencies now engaged in the work hereby vested in the shipping control com- 
mittee, to reorganize the same, so far as it may be considered desirable, and 
may request the detail of such officers of the Army as the director of storage 
and traffic may be able to spare for assistance in the committee's work. 

Respectfully. 
NEWTON D. BAKER, Secretary of War. 


THE SHIPPING CONTROL COMMITTEE, 
Now York City, February 11, 1918. 
The SECRETARY OF WAR, 
Washington, D.C. 


Sm: 1. Acknowledgment is made of the receipt of your letter of February 7, 
conferring certain powers, therein mentioned, on the shipping control com- 
mittee and instructing the committee to report to the director of storage and 
traffic. 

2. The committee accepts the authority and duties conferred upon it by your 
letter. It has effected an organization and acquired a domicile at 45 Broadway, 
New York City, N. Y.. and also maintains a representative at the United 
States Shipping Board in Washington. 

3. The committee has advised the director of storage and traffic of its organi- 
zation and domicile, has been in communication with the representatives of the 
embarkation and quartermasters departments of the city of New York, and is 
proceeding as rapidly as possible with the assumption of the various duties 
entrusted to it by your letter. It will keep the director of storage and traffic 
fully informed with regard to its work. 

Respectfully, 
P. A. S. FRANKLIN, Chairman. 


PROCEEDINGS OF THE UNITED STATES SHIPPING BOARD 


FEBRUARY 11, 1918. 
Present: Commissioners Donald, Colby, and Page. 
The following resolution was adopted: 


Resolved, That P. A. S. Franklin and H. H. Raymond be appointed, each at 
a salary of $1 per annum, to act, together with Sir Connop Guthrie, K. B. E., 
as a shipping control committee, of which committee the said Franklin shall 
be chairman. 

Resolved further, That said shipping control committee be authorized to 
exercise on behalf of the board the powers and duties set forth in the following 
memorandum submitted to the board by said P. A. S. Franklin, H. H. Raymond, 
and Sir Connop Guthrie: 

“The shipping control committee, consisting of P. A. S. Franklin, chairman, 
H. H. Raymond. and Sir Connop Guthrie, is appointed with the object of ob- 
taining more effective use of American-flag tonnage by coordinating the necds 
of the various departments of the Government, and effecting such interchange 
of tonnage and traffic as may be practicable with the Allied Governments; and 
to effectuate these objects the committee is empowered to operate, manage, 
control, distribute, and allocate all tonnage now subject or which hereafter 
may become subject to the control of the United Sates Shipping Board, by 
ownership, charter, or otherwise. All applications and requirements for ship- 
ping tonnage are to be referred to the committee and be determined by it. 

“The Shipping Control Committee is authorized to charter. hire, or other- 
wise utilize any necessary steamers, docks, tugs, or other floating or stationary 
equipment, and to rent such accommodations and employ such staffs as it 
considers necessary; and all existing machinery, departments, and agencies of 
the Shipping Board nuw engaged in or about the functions now committed to 
the shipping control committee are to cooperate with and report to the 
committee. 

“The Shipping Control Committee is also authorized to utilize such agencies 
as now exist, or to create such agencies as may be necessary, efficiently to 
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arrange for the movement of cargoes, whether for war purposes or otherwise. 
to and from the proper ports at the seaboard, in order to insure the correct 
handiing of steamers, and the loading., so far as may be. practicable with 
proper proportions of weight aud measurement cargoes. to utilize all available 
capacity of steamers, and to avoid congestion at the seaboard. 

“All expenses incurred by the Shipping Control Committee in the discharge of 
the above-mentioned functions to be defrayed by the Shipping Board.” 

Resolved further, That it is understood, however, that the foregoing delega- 
tion of authority does not include any of the following: 

(a) The requisitioning of ships and the determination of what ships should 
or should not be requisitioned, and of questions under the requisition charter 
or the fixing of just compensation, 

(4) The control of freight rates, whether on American ships, either requisi- 
tioned or not requisitioned, or on neutral ships. 

(c) The acquisition of ships, through purchase or charter, whether Ameri- 
Can or foreign: but in an emergency the committee may charter or employ 
on behalf of the board such tugs, barges, or other small vessels as may be 
necessary for the efficient operation of tonnage. 

Resolved further, That the Division of Operations is directed to employ and 
furnish to said committee such staff and clerical assistance and such quar- 
ters and office equipment as said committee may require. All expenses of said 
committee shall be paid hy the Division of Operations as financial agent of the 
Shipping Board. 

THE SHIPPING CONTROL COMMITTEE. 
New York, November 26, 1918. 


From: The Shipping Control Committee, New York. 

To: Hon. Newton D. Baker, Secretary of War (through Maj. Gen. Georze W. 
Goethals, Director of Purchase, Storage, and Traffic, Washington, D. C.) 

Subject: Resignation of Shipping Control Committee. 


1. In view of the present military situation, we feel that the time has come 
when the War Department can comfortably dispense with our services and 
relieve us of duties confided to us by your letter of February 7, 1918. Accord- 
inglv we tender to you our resignation, to take effect at your convenience, and 
hope that you can relieve us not later than January 1, 1919. 

2. We shall be only too glad to render to our successors every assistance 
within our power, both before and after the acceptance of our resignation, and 
to do everything possible to insure that no interruption in the service takes 
Place during the change. 

3. It has been a source of greatest satisfaction to us to have been associated 
with you and vour assistants, and our relations with the War Department have 
been most agreeable. We have deeply appreciated the opportunity of being able 
to render such service as was within our power in the Army work. and we 
avail ourselves of this opportunity to express our sincere appreciation of the 
splendid cooperation and unfailing courtesy that have been extended to us at 
all times by yourself and the officials of the War Department with whom we 
have been in association. 

P. A. S. FRANKLIN, Chairman. 


War DEPARTMENT. 
Washington, December 5, 1918. 
Mr. P. A. S. FRANKLIN, 
Chairman the Shipping Control Committee, 
New York, N. Y. 
(Copies for Mr. H. H. Raymond. Sir Connop Guthrie, K. B. F.) 


My Dear MR. FRANKTIN: In accepting the resignation of the Shipping Con- 
trol Committee. which you forwarded to me under date of November 26, T feel 
that it is proper for me to express to vou and the members of the committee 
the appreciation and thanks of the department fer the splendid service which 
you have rendered during the present emergency. 

The successful outcome of our operations overseas is due in a large measure 
to the efficient way in which the transportation problem has been handled, The 
part that vour committee has plaved in this work 1s well known to the mem- 
bers of the committee and to those familiar with our operations generally, and 


WAR POLICIES COMMISSION 313 


I am sure it must be a source of gratification to yourself and the other members 
to review what has been aceomplished. 

May I ask that vou convey to the other members of your committee my 
sincere appreciation for the splendid cooperation, untiring efforts, and the suc- 
cessful operations of the Shipping Control Committee. 

Cordially yours, 
NEWTON D. Baker, Secretary of War. 


THE SHIPPING CONTROL COMMITTEE, 
New York, December 11, 1918. 
Hon. Newton D. BAKER. 
Secretary of War. Washington, D. C. 


My Dear MR. SECRETARY: Your valued favor of the 9th instant accepting our 
resignation is acknowledged. and I have passed on its contents to the other 
members of the committee. 

We very deeply appreciate your remarks contained therein concerning the 
Work of the committee. 

With very kind regards. we are, 

Cordially yours, 
P. A. S. FRANKLIN, Chairman. 


THE SHIPPING CONTROL. COMMITTEE, 
New York, December 8, 1918, 
Ilon. Epwarp N. HURLEY. 
Chairman United States Shipping Board. 
Washington, D.C. 


Dear Sir: In view of the very material reduction in the movement of military 
traffic to France, and the general easing down of that situation. and the fact 
that the altered conditions regarding shipping will probably free a good deal of 
tonnage for commercial trades. this committee feels that the time has come 
when it should he relieved of the duties delegated to it by the resolution of the 
United States Shipping Board dated February 11, 1918. Accordingly, the com- 
mittee tenders its resignation effective at the convenience of the hoard, but in 
any event not later than January 1, 1919. Both before and after the acceptance 
of their resignations the individual members of the committee in an unofficial 
eapacity will be very glad to render whatever assistance may be desired and 
will do everything possible to see that there shall be no interruption of business 
during the change of control. 

The committee is very deeply appreciative of the board’s action in extending 
to them an opportunity to have been of such service as was within their power 
during the emergency, and desires to express their sincere thanks for the many 
courtesies received from the board. 

Very truly yours, 
P. A. S. FRANKLIN, Chairman. 


UNITED STATES SHIPPING BOARD, 
Washington. December 10, 1918. 
P. A. S. FRANKTIN, Chairman. 
H. H. RAYMOND, 
Sir CONNOP GUTHRIE, K. B. E.. 
Shipping Control Committee, New York, N. Y. 


Dear Sirs: The Shipping Board to-day accepted with great regret your resig- 
nations as the shipping control committee, to take effect December 31, 1918. 

The board adopted the inclosed resolutions, which I am instructed to send 
to you, expressing its warm appreciation of the valuable service which you have 
rendered. It also acknowledged with much appreciation your announced desire 
to assist the board in any way that you can, regardless of your resignation, and 
the board desires to freely avail itself of this offer, the sincerity of which it 
fully recognizes. 

Yours very truly. 
JoHN A. Donan, Vice Chairman. 


314 WAR POLICIES COMMISSION 


RESOLUTIONS ADOPTED BY THE UNITED STATES SHIPPING BOARD 


UNITED STATES SHIPPING BOARD, 
Washington, December 10, 1918. 


Resolved, That the resignation of Mr. P. A. S. Franklin, chairman, and 
Mr. H. H. Raymond, and Sir Connop Guthrie, K. B. E., as the shipping control 
committee of the United States Shipping Board. said resignation to take effect 
December 31, 1918, be and the same hereby is accepted: and be it further 

Resolved, That the United States Shipping Board hereby express its grateful 
appreciation of the highly efficient and patriotic service of the shipping control 
committee in its successful conduct and discharge of duties, that have been 
most difficult and involved. and of the highest importance in the successful 
prosecution of the Nation's military plans and operations: and be it further 

Resolved, That the thanks and acknowledgments of their colleagues of the 
United States Shipping Board be extended to the shipping control committee. 


THE SHIPPING CONTROL COMMITTEE. 
New York, December 12. 1918. 
Mr. JOHN A. DONALD, 
Vice Chairman United States Shipping Board, Washington, D. C. 

My Deir Mr. Donatp: Your favor of the 10th instant received. inclosing 
copy of the resolutions adopted by the United States Shipping Board on 
December 10, accepting the resignation of the shipping controi committee, effes- 
tive December 31, 1918. 

On behalf of the committee I wish to express to you our very deep apprecia- 
tion for the very gratifying contents of the resolutions referred to above, and 
your letter. . 

It has been a great privilege to assist the members of the board iu their 
work during our national emergency. 

With very kind regards, we are, 

Yours very truly, 
P. A. S. FRANKLIN, Chairman. 


Paris, FRANCE, December 17, 1918. 
P. A. S. FRANKLIN, New York: 

Upon your resignation which I hope vou will postpone for the present I want 
to say that your fine organization capacity and high ability proved of tre- 
mendous influence in the success of our shipping effort in the war. An enor- 
mous burden was imposed upon the shipping control committee and each mem- 
ber of your organization. but its work was done so fairly and impartially that 
the radical requisitions that were necessary were met by the shipowners with- 
out complaint or hesitation. Your work was done so quietly that I doubt 
whether vou will ever receive the complete recognition it deserves. The maxi- 
mum service was obtained from every ship under your expert and efficient 
direction and l am pleased at the opportunity to make this statement to you 


EDWARD N. HURLEY. 


THE SHIPPING CONTROL COMMITTEE, 
New York, December 26, 1918. 
To the heads of the departments: 

In laying aside the duties and functions delegated to us by the Secretary of 
War and the United States Shipping Board. the committee is desirous of mak- 
ing due acknowledgement of the splendid cooperation and assistance given at all 
times by those who have been associated with the committee in its work. It 
is doubted whether any more efficient and capuble staff has ever been engaged 
in any one enterprise. | 

Whatever success has attended the work of the committee is due to the une 
selfish devotion of the men and women who have striven day in and dav out 
in the accomplishment of the individual tasks with a loyalty that could only 
spring from the highest patriotism. 
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It is a truly remarkable thing that of the sume 3,600 employees of the ship- 
ping control committee, not a single man or woman had to be discharged. 

The thanks of the United States Government and of this committee are due 
to our staff and it should be extremely gratifying to all who worked with us 
that they played an important part in the great emergency and contributed in 
no small measure to the winning of the war. 

In leaving, we desire to express our very deepest appreciation to all who 
labored with us and wish them the very best possible things for the future. 

P. A. S. FRANKLIN, Chairman. 


Secretary HurLeY. The next witness will be Mr. Homer L. Fergu- 
son, president of the Newport News Shipbuilding € Dry Dock Co. 
Mr. eran was assistant naval constructor of the Columbia Iron 
Works, Baltimore, Md.. from 1895 to 1896; president of the Chamber 
of Commerce of the United States, 1919-20; a member of the Na- 
tional Foreign Trade Council, and president of the Society of Naval 
Architects and Marine Engineers, 1928-29. 


STATEMENT OF HOMER L. FERGUSON, PRESIDENT OF THE NEW- 
PORT NEWS SHIPBUILDING € DRY DOCK CO. 


Mr. Ferouson. Mr. Secretary. I have no prepared statement and 
will try to confine what little I have to say to the business with 
which I am associated. 

The experience of the last war, particularly in relation to our 
business, demonstrated the necessity of advance planning and that 
when the Government shall want vessels of any type, either naval 
or merchant, they shall first know what they want. Generally speak- 
ing, 1t takes as long to design a ship as it does to build it and while 
we can hurry processes of production and particularly of mass pro- 
duction, which is not applicable to my industry, there has been no 
method yet discovered of hurrying the processes of the human mind. 
So that the time that could be saved by knowing before war starts 
the type and kind of vessel that would be required for this, that. 
or the other service, would shorten any ordinary war, as compared 
with the last one, in my judgment, about six months, so far as it 
pertains to our business. 

That same idea runs through the major part of the war material 
that I know anything about—that knowing what is wanted consti- 
tutes, in point of time, about half of the total time required to pro- 
duce it, starting from nothing at all. 

Another point is that in settling on a program which presumably 
is settled on either by the Council of National Defense or by the 
President’s Cabinet, it is desirable that the program relating to all 
kinds of things with the same source of material supply be arranged 
in such a way as not to overstep. For instance, to start out with a 
program of building in this country 10,000,000 tons of ships a year 
and to lay your plans accordingly will, in my judgment, result in a 
less production than if a program that can be attained is settled on 
in the first place. It results in a great mass of weird and unwieldly 
and quite worthless designs, because some one, somewhere, settled 
on a maximum that could not possibly be attained, so that the ordi- 
nary materials and the ordinary usual methods were not applicable. 

Of course, in event of another war, the problem of production 
would be vastly simplified; because, as I understand it, we have a 
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great many factories in the United States in addition to those that 
might be required for the normal commercial work. 

Ön the broad subject that you have asked the other witnesses 
about, Mr. Secretary, of eliminating the profits from war, I presume 
that term “ profits “© really refers to corporate profits. I do not 
know whether it refers to labor's profits, or farmers” profits, or any- 
body else's profits; but it is almost impossible to tell ahe ad of time, 
in my business, in time of peace, what the profit will be. You can 
not settle on a fixed price per ton for ships and say that will result 
in a fixed profit. A doubling of the output will quadruple the 
profit: what might be a profit for some concern, would not be for 
another. 

Undoubtedly we will always have, as we had in the last war, 
a thoroughly definite price fixing by the agencies of the Government; 
but that does not control the profit which, in some eases, may be 
ereat, on account of the superior management and better facilities, 
and in another case might be small. So the only way I see to regu- 
late that is for the Government to take back such part of it in taxes 
as may be considered excessive, and 1 do not see any use of the 
Government taking over industries and operating them in war if 
the object is to secure the greatest possible production. It can not 
be secured except through the agencies then existent in the industries. 

If profit were to be eliminated from war altogether, 1 do not 
claim to be a social economist, but it looks to me hke you will have 
to start before the war and get that sort of scheme going. instead of 
waiting until you get into war, if you ever want to get through the 
war. Of course, the idea is that the soldiers who go to the front 
and suffer have put upon them an unequal burden. and I do not 
see how that can be equalized. It seemé to me that what is due 
to the soldier and the fighting man is that his length of service 
<hall be shortened and that his chances for not being shot up shall 
be lessened by having complete facilities to fight with. 

Secretary Hervey. Would you limit the number of times that a 
man shall go into battle. for instance ? 

Mr. Fereuson. Yes, sir. I think that anything that tends to 
shorten the war—and certainly industrial production as well as 
boats would—is the greatest service that can be performed by those 
of us at home for the men at the front. I was pleased to hear your 
remarks about the provisions that are made for industrial mobiliza- 
tion. I do not know that Congress has appropriated any money 
for the making of things. but from my viewpoint the most impor- 
tant single thing for production is that plans of the materials 
required, manufactured materials. shall be in existence: that they 
should be submitted to the men who make them and that changes 
in these plans, whether they be of ships or munitions, should “be 
kept up to date. And all of them nee essarily are changed every 
year. So that the manufacturer should have in his possession in- 
formation which he needs as to tooling up and that sort of thing. 
and I should think it would be a good thing for either the Govern- 
ment itself, or for manufacturers. to make enough of these small 
things to be sure that the tooling and production processes were 
exactly what is wanted. I think that form of industrial prepared- 
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ness in case we are ever in war will save more time and more soldiers 
and sailors than any other one thing I know of. 

Secretary HurLeY. Now, I would like to ask you if vou have had 
an opportunity to read the plan suggested by Mr. Bernard M. 
Baruch ? 

Mr. Frereuson. Yes, sir. 

Secretary HurLeY. Regardless of the details that we must consider 
in this commission, the chief purpose is to find a way, if possible, to 
equalize the burdens of war and to eliminate the profits. You have 
: touched upon the question of equalizing the burdens. Have you 
thought ofa general plan to eliminate the profits of war? 

Mr. Ferctson. Yes; I have thought about it. 

Secretary HurLeY. You have suggested taxation. 

Mr. Fercuson. Yes, sir. 

Secretary HurLeY. You have not specifically prepared a plan that 
you would like to see adopted by Congress for the purpose of making 
arte fora in equalizing the burdens and eliminating the profits 
of war? 

Mr. Fercuson. No; I have no definite plan. I read Mr. Baruch’s. 
I am in accord with the larger part of 1t, but I do not think that 
the burdens of war can be equalized, nor do I think the profits of 
war can be eliminated. I think the only practical thing to do with 
profits, after holding them to as low and as fair a level as you can, 
is to take them back in taxes. I do not see how a country that oper- 
ates through profits in peace time can go on a schedule of operating 
without profits in war; because somebody had to pay for the war, 
and I do not know of any better way to do it; because you can 
not in my industry say, “We will operate this industry without 
profit.” It can not be done. 

Secretary HurLeY. You do not assume, however, that no progress 
could be made toward the attainment of that ideal? 

Mr. Fercuson. Well, I do not think it can be done—not with our 
form of government; no, sir. 

Secretary HurLeY. You do not think that conditions could be made 
more nearly equal? 

Mr. FercusoN. Oh, yes. 

Secretary HurLey. Than in the last emergency ? 

Mr. Fercusox. Oh, yes; I think they could be made much more 
equal than they were in the last war through proper preparation 
and through knowing. l 

Secretary HurLeY. That is it. I understand you do not agree with 
the ideal that the burdens of war can be completely equalized or that 
profits can be entirely eliminated ? 

Mr. Fercuson. No. 

Secretary HurLeY. But you do agree that the conditions that pre- 
vailed, not only in the last war but in all wars, can be ameliorated; 
that you can do better than was done before. Have you a plan 
whereby this improvement could be attained? = 

Mr. Fercuson. Nothing beyond what I have stated; no, sir. 

Senator Swanson. Mr. Ferguson, I understand that your idea is 
that in shipbuilding it takes half the time, nearly, to draw the plans 
for the vessels? 
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- Mr. Fercuson. In my business; yes, sir. 

Senator Swanson. During the last war I was chairman of the 
Naval Committee in 1916. We made an appropriation to survey 
every vessel we would need in time of war to determine what im- 
provements were needed and have the plans made, so that they could 
go about it as soon as the war was declared and proceed rapidly with 
the improvement of the ships then built. 

Mr. Fercuson. Yes. 

Senator Swanson. My understanding of vour idea is if we had 
another World War like the last and had to transport troops to 
Europe, or Asia, they ought to have a plan of what transportation 
they would need, what ships they will ask the navy vards and the 
private vards to build, and have the plans already prepared for the 
ships to be used in event of war, so that as soon as war is declared 
or the emergency exists, those plans could be sent out and you 
would start at once to construct the ships? 

Mr. Fercuson. Yes, sir. 

Senator Swanson. So that by that plan you could get the troops 
in Europe quickly, or in Asia, or anywhere we want to send troops, 
and you think the Navy and the Army ought to have these plans 
for transportation and the other things all prepared / 

Mr. Ferocson. And the Shipping ‘Board: 

Senator Swanson. And the Shipping Board—that they ought 
to be prepared so that we can save half of the time in construction? 

Mr. Feravson. They would save a lot of time. Of course, a ship 
can not be built as easily as a gun. 

Senator Swanson. It takes time. 

Mr. Frrevson. It takes a lot of time to design a ship, and a new 
type of ship can not be designed by anybody and gotten ready on 
a moment's notice. 

Senator Swanson. And you think the Army, the Navy, and the 
Shipping Board ought to have their plans ready, and be prepared 
to have these plans given quickly to the shipyards, so that they 
can proceed at once? 

Mr. FerGusoN. Certainly. I also think there should be some 
point of definite contact between the people responsible for the 
preparation of the plans and the people who eventually will prob- 
ablv have to built the ships so that, as much as possible, moot points 
can be threshed out and settled. There is a good deal of difference 
between a plan and making the required article, and some of the hard- 
headed people who have to make these things, I think, would be good 
advisers in the preparation of the plans in a purely unofficial way. 
That would not cost the Government anything. and I am sure that 
every man in my business would be glad in piping times of peace 
to give his advice and assistance on the the preparation of what you 
might call an approved standard plan that could be used as of any 
given date for production; because, if you are going to produce in 
quantities vou have finally to make up your mind just what you 
want and just what you will do. 

Senator Swanson. Your experts in shipbuilding and all of the 
experts in shipbuilding confer with the Navy pro and con and fix 
up plans for the Navy, do you not? 
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Mr. Ferectson. Oh, yes. And very much in the same way with 
the Shipping Board. Where they got off in the last war was in 
deciding that they could build ships faster than they could roll 
steel, and we could not make enough ordinary boilers, or ordinary 
engines, to go into them. So we started out on a ten-million-ton- 
a-year program, and we people who have been making our living 
in the business for a long time were not wanted around, because we 
said, “ You can not make more than 4,000,000 a year.” But they 
started out on 10; they started in on flat ships, flat bottoms, and 
flat ships, which, incidentally, were harder to make than round 
ones, and with wooden ships and pipe boilers, and all sorts of 
new machinery. It induced everybody in the United States to go 
into the shipbuilding business, but did not result in the production 
of any particular quantity of ships right off; and, as a matter of 
fact, the war shipbuilding plants that were started when the war 
started did not produce any ships at all that ever got into the war. 
There were plans at that time that were furnished, but they did 
not provide for mass production, because they were not predicated 
on the usual sheets rolled by the steel mills. 

Now, with the Navy Department it was quite different. The Navy 
Department was keen enough to take over the facilities of all the 
regular shipyards, practically complete, before the Fleet Corporation 
got well under way, so that the plans you mentioned of the de- 
stroyers—150 destroyers’ were built—were prepared and came 
taba in very good shape, you see. Now, whether that was the 
best thing for the country to do, I do not know. 

Senator Swanson. Your idea would be for the War College to 
have definite plans of how many troops they would need in case of 
a war with this nation or that nation? 

Mr. Frreuson. Yes. 

Senator Swanson. And to furnish the Navy Department with 
information of what they would need for transportation, and then 
let the Navy Department or the Shipping Board and the expert 
shipbuilders, in both the private yards and the navy yards, consult 
with them and have these plans all prepared in case any emergency 
arose with any nation. 

Mr. Fercuson. Yes. 

Senator Swanson. Showing how many troops they would need to 
transport, and they would not need as many to carry on a war with 
a small nation as they would with a large one. That is your idea of 
preparedness so far as ship construction is concerned ? 

r. Ferauson. Yes. And there is another idea. We hear a lot 
about wages. My experience has been that everyone during the war 
operated along in about the same way and everyone I saw wanted to 
help win the war, but the wage condition and the crowded condi- 
tions were brought about very largely by the Government’s activi- 
ties. It operated through so many fingers and all of them, for 
instance, decided that Hampton Roads was a good place to have this, 
that, and the other thing. It was a naval place essentially, and the 
Army moved down in half a dozen different spots and they started 
all kinds of things there together, and it resulted in a crowded con- 
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dition that inevitably resulted in a high cost of living and increase 
of wages and a good deal of dissatisfaction. Now, I think in a 
war, where you are producing all kinds of materials, the segrega- 
tion of the industries is a vital factor—to keep them as far from 
each other as possible, so as to avoid the consequence of competition 
for services and for man and for labor. And I think that the sea- 
ports, for instance, should be held largely for ships and shipping 
and that kind of activity, and the things that can be made back in 
the interior of the country should be made there. 

There was a tendency in many of the seaports to bring together a 
great many activities which were more than the community really 
could stand, and, as a matter of fact, in our community we have not 
gotten over it vet. The Government, through various offices and 
agencies, established here, there, and at other places, things without 
reference to what was already going on. That was corrected to an 
enormous extent by the priorities established by the War Industries 
Board that Mr. Baruch was on. That was also due, in my judgment. 
to a lack of pre-arranged plan, such as we are discussing here. 

Senator Swanson. You have an idea that the taxing power can 
substantially take any excessive profits out of the industries and 
equalize them? 

Mr. Frrcuson. It certainly did with us and it did with everyone 
else with whom I am familiar. The biggest problem in that connec- 
tion is the providing of additional facilities, I can not see how, if 
you are not earning anything, vou can keep on going and can go out 
and borrow money to put in additional shops; but the taxing power, 
it would seem to me, gets the answer both wavs. It satisfies the Gov- 
ernment as to recovering excess profits and it does not slow down 
production due to taking it over by a Government agency. I do not 
differentiate between the Government in time of war and all the rest 
of us. I consider myself just as much a part of the Government as 
somebody conducting the Government, and I think this war belongs 
to all of us, and what we want is to produce goods at a fair price 
and to operate that Government, in so far as they will apply, with 
the excess profits that are made out of the war, and which no man 
can regulate. I could not tell you in war whether we are going to 
make $500,000 a year or $3,000,000. to save my soul, and no one else 
could. It depends on the volume; it depends on conditions. But the 
Government's taking back the excess profits, it seems to me, is not 
only the proper thing but should satisfy the people who profit. 

Senator Sw.nson. In war the first problem is to secure production ? 

Mr. Fercuson. Yes; to get the stuff for the soldiers. 

Senator Swanson. And to stimulate production in the last war. 
you let a man think he was making a good deal of profit. A great 
many of them thought they were making a good deal 

Mr. Fercuson. They thought they were making a good deal more 
than they did. l 

Senator Swanson. And subsequently they took 80 per cent in the 
excess-profits tax, and then they found that most of the profit had 
been taken out of it. 

Mr. Fercuson. Frequently so; particularly those who had put up 
additional plants. The war broke a good many people who got en- 
thusiastic and added more plant than they needed, and since the war 
it has gone down. 
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Senator Swanson. Take price fixing: Do you think it is advisable. 
say, 90 days before war is declared, to fix prices all over the United 
States and then subsequently to change them? . 

Mr. Fercuson. Well, I think price fixing is more or less inevitable 
in war. I think it ought to be subject to change; but, so far as I 
know, everyone is willing to leave that with the Government. 

Senator Swanson. Is it better to fix a certain specific date, or to 
create a board and let that board act and fix prices after holding 
hearings instead of just fixing all of the prices and freezing them? 
Which is the better course to pursue; which would disturb business 
the least? 

Mr. Fercuson. I do not know that it is necessary to do it so 
quickly. I can say it is desirable to do it, and, of course, fixing prices 
means fixing to a considerable extent the profits and costs, and also 
the prices of labor, but I would not have any very rigid rule about 
it. As to when it should be done, I have not thought of 1t. 

Senator Swanson. You were in close contact with the methods 
used during the last war in connection with the taking of profits out 
of war, after the United States entered the war. Were the profits 
really taken out on a substantial basis in the system of taxation that 
was adopted ? 

Mr. Fereuson. I think so. I think you might almost call it unrea- 
sonable in some cases. The profits tax went as high at 75 or 80 per 
cent and then, after the war, those of us who were engaged ln war 
work of building ships had all of our contracts canceled and were 
put out to graze for about six years; so we do not look, in my busi- 
ness, on war as being a particularly profitable experience. We would 
very much prefer to go along in peace times. 

Senator Swanson. Now, if the Government should need commer- 
cial ships and transport ships to project its military powers into some 
country, you think the plan should be prepared and ready at the 
time the emergency arose? 

Mr. FercusoN. Yes. 

Senator Swanson. You think that would save half of the time? 

Mr. Fercuson. It would save, in our business, as against prepar- 
ing new designs, half of the time. And also, I think in our business 
that the expansion of facilities should be scattered under the man- 
agement of the people who know how, but in a different location, and 
that the building of everything in one place is wrong. and that you 
could save a lot of time and money, too, by extending the efforts of 
the people who know how to build ships. instead of starting in on new 
plants to produce them by the mile, and all that sort of thing, which 
did not end in any ships. The largest number of ways that any ship- 
yard ever had in the world in time of peace has been about 12, so 
that I would put that as the war limit. But the building of enormous 
ways in one location is what complicates the labor situation. and that, 
I think, is a very serious thing for the laboring man. and vou can 
not blame them, and all that congestion should be avoided. Just as 
an illustration, in our community during the war, a town of 35,000 
was swollen to a town of 125,000, and when vou do that von bring 
about a condition that inevitably results in discontent, results in a 
tremendous overcrowding, results in very high prices and results in 
labor absolutely demanding and having to have more. That is a 
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feature of the wage business I have not heard touched on much, and 
I think that it 1s something that 1s involved here—too great conges- 
tion 1n any one area. 

Senator Swanson. You can hardly prevent congestion in Chesa- 
peake Bay, because in every war we have had that has been the main 
place for sending ships abroad and sending soldiers abroad. 

Mr. Fercvson. They discover it in every new war, Senator. 

Senator Swanson. After a careful survey, I think the Army and 
Navy both agreed that the Chesapeake Bay was the best place to 
send ships out, and troops and sailors, and in every war it has gen- 
erally been used for that purpose; has it not ¢ 

Mr. Fercuson. Yes. 

Senator Swanson, And in the Spanish-American War and the 
World War! 

Mr. Frerauson. Yes. The profits of war undoubtedly were great 
with a great many companies and also with a great many individ- 
uals, but our profits did not increase anything like as fast as the 
wages of our men. Having a central committee to settle wages all 
over the United States, I think is particularly a bad form of activity 
for the Government. In some cases we had black men who run air 
drills, who had their peace-work rate raised about six times, so that 
they made about $220 a week, and it seems to me there is a good deal 
of profit in that, and an unnecessary one. That was brought about 
through trying to fix the wages in Newport News the same as in 
Seattle, Portland, New York, and Boston. I think that induced 
more discontent in our community than anything else, because we 
had a great many mechanics that made more money than the fore- 
men and superintendents. They did not ask for it particularly, but 
the edict was issued that they had to do it. I have no idea we will 
do that again. But from my association with soldiers—a great 
many of them went out and into Newport News during the war—the 
fact they were offered 30 bucks a month getting shot at, and some- 
body they knew was making around $500 a month for pounding 
rivets, bothered them more than what our company was making, 
because it was generally understood that the Government was taking 
most of that back again. The soldiers alwavs discussed that particu- 
lar point. That is what I meant by my first remark; then when you 
talk about taking the profits out of war, I do not know just what it 
means—whether it means corporate profits or individual profits. 
But 1 do know, in the efforts to standardize wages all over the 
country, many men, on account of the peculiar local conditions, were 
enabled to make earnings entirely out of reason. 

Senator Swanson. We took both kinds of profits during the war 
under the income tax and the excess-profits tax. 

Mr. Feravson. We had both income tax and the excess-profits tax, 
and the income-tax collector down our way wrote me letters for 
several years after the war and asked me if I would not make some 
of our mechanics pay their income tax. I told him I had nothing 
to do with it; that he would have to do his own collecting. But they 
had made very handsome incomes during the war and presumably 
they reported on them; but whether they collected the tax or not 
I do not know. But if the income tax and profits tax are paying a 
large proportion of the expenses of the Government, it does not 
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seem to me possible to dispense with profits as soon as you get into 
war, when the Government needs the greatest credit and the greatest 
revenue. 

Senator Swanson. It would be impossible to fix any basis of value 
for any ship prior to the conditions that would be created after the 
emergency arose; vou can not say a ship is worth so much a ton? 

Mr. Fercuson. I will show how impossible it is, Senator. When 
the war started, we had 11 ships under construction. We esti- 
mated the profits on those ships at $1,200,000. We finished those 
ships in the war period; we finished them just as we went into the 
war, or a little afterwards, and on those ships on which was esti- 
mated a profit of $1,200,000, we made $90,000 on the lot. Now, it is 
impossible to predict the cost over such a long period. The cost 
is affected enormously by the volume of work on hand. For in- 
stance, if we have $25,000,000 of work a year and are making a 
million profit, if we have $50,000,000 of work a year, we will make 
four or five million profit with the same plant expenses, except they 
are distributed over more vessels. So it is impossible to predict 
ahead what the profits will be. | 

All the work we did during the war was done on the 10 per cent 
basis, and all the estimates we made were made on that basis. Now, 
we did get into the cost-plus work Mr. Coffin mentioned this morn- 
ning and which I think is very bad, and as soon as the war was 
over we went to the Shipping Board and got the Shipping Board 
to put all of our contracts on a fixed price and away from cost plus; 
because cost plus is simply an mvitation to the men, to the manage- 
ment and everybody else, to be happy at the expense of the purchaser. 

Secretary HurLeY. Thank you very much, Mr. Ferguson. 

Mr. Fercuson. I wish to thank the commission. 

Secretary HurLeY. The next witness. is Mr. Benjamin C. Marsh, 
secretary of the People’s Lobby, managing director of the Farmers’ 
National Council, and executive secretary of the People’s Recon- 
struction League, 1921-1928. 


STATEMENT OF BENJAMIN C. MARSH, SECRETARY THE PEOPLE’S 
LOBBY 


Mr. Marsu. Mr. Secretary, I would like to say that I have dis- 
cussed the following suggestions with Prof. John Dewey, who was 
president of the People’s Lobby, and in presenting them I present 
them on his behalf as well as for the People’s Lobby and as well as 
for my own. 

The other day, after hearing Mr. Baruch, we asked him for some 
of his pamphlets, and he sent to us the statement which he pre- 
sented to you and wrote, “It concerns preparation against war,” 
which we construe to be the real purposes of this commission, because 
we would want to express our Prao sympathy for you, if you 
were really planning for another war. which would be in violation, 
of course, of the Kellogg pact outlawing war and would be acknowl- 
edging preparations for an act of outlawry. And, of course. you 
are turning your attention, as we understand it, more directly to 
the question of how to prevent war, and we want to suggest this, 
that the only real preparedness against war now is world organi- 
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zation to prevent war, since a vial of disease germs thrown in the 
water supply of a few great cities, poison gas, and high explosives 
can be relied upon to quell the war spirit of civilian populations 
which in the past, from cupidity or stupidity, egged the male youth 
on to slaughter. 

The fact that another large-scale war will end the present eco- 
nomic system also militates against war and operates to put the 
world organization on a cooperative basis which alone can prevent 
‘conflict. 

War can not be exorcised by prayer, power, property, nor pre- 
oe It can be prevented by establishing such cooperation 

etween the nations of the world as obtain between the 48 States 
of the United States, even when a great water development affecting 
7 States whose inhabitants used to be pretty quick on the trigger 
is involved. 

Several measures of international cooperation are essential to con- 
vince the world how stupid war is, and so to prevent war, but the 
following are of immediate importance: 

Greater freedom in the exchange of goods between nations. 

A public record of terms, and conditions under which obtained, 
of concessions held by foreigners in every undeveloped nation to 
be deposited with some international agency such as the League of 
Nations. 

Determination by some agreement between international invest- 
ment bankers or by some avency of the League of Nations of pro- 
cedure they will apply with respect to private loans to undeveloped 
nations and citizens thereof, and for collection of debts, and agree- 
ment of governments not to approve nor influence the making of 
such, or any other loans by their nationals, similar to the resolu- 
ee recently adopted on this subject by the Senate of the United 

tates. 

Adoption of some plan for the international allocation of natural 
resources and other raw materials similar to the system in operation 
among the Allies for the World War period. 

Mutual concessions as to reparations and interallied debts and 
recognition that world peace will be in unstable equilibrium as long 
as America has about two-fifths of the world’s income in wealth but 
continues its policy of extending its influences and increasing its 
wealth and income at the expense of nations less efficient and less 
lavishly endowed by nature with natural resources. 

a Adherence, without abdication of essential rights, to the World 
court, 

To study these measures, an international economic disarmament 
conference should be convened for reasons brilliantly set forth by 
Mr. Raymond Leslie Buell in an article in the March Forum. This 
should precede the military disarmament conference planned for 
1932, and I wondered, Mr. Secretary, whether I might ask to have 
this article by Mr. Buell, which appears in the March Forum, entitled 
“Toward Peace or War: A Plea for Economic Disarmament,” and 
a plea for holding such a conference before we try to revise the arma- 
ments again up or down, placed in the record with my remarks. It 
is a very able article. Mr. Buell, as you know, was the first director 
of research of the Foreign Policy Association of New York. It is 
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only a few pages. He has traveled extensively over the world and, 
if you could get him as a witness, I think he would give you facts 
and extremely valuable information. 

We want to make those suggestions, because we believe Mr. Baruch 
stated it correctly when he said your commission is meeting to evolve 
methods which concern preparation against war. And I want to say 
this, on my own initiative, that I feel your studies are of very great 
importance; because you are planning for a condition of war—armies, 
and so forth. We have a standing army of seven or eight million 
unemployed now. If the Government can, as it did in the World 
War, prevent the suffering which obtains throughout the world to- 
day, then the Government, if it represents in any way the rights of 
the common people—and every government should, we feel, and we 
believe that is the purpose of Congress, we trust so, in adopting this 
resolution and creating your commission—then the governments of 
the world should, as Mr. Baruch suggests and as is obvious, devote 
themselves to the task of planning for peace. I think Mr. Coffin 
commented that the primary thing to success in war, or the successful 
conduct of war, is the prosperity within a nation, and obviously we 
have not got it in this country. 

Of course, as several of your speakers have pointed out, we fight 
for commercial purposes. tn the summer of 1929 I attended an anti- 
imperialistic conference in Frankfort on the Main. I heard the dele- 
gates of the various countries tell what conditions obtained in their 
countries. When the delegates explained they expected to have up- 
risings, I did not believe they would come for several years. This 
was in July, 1929. I went with the representatives—I can not give 
names—and asked the secretary of the P of Nations with refer- 
ence to the calling in this country of an international conference on 
the question of the allocation of national resources; I talked with the 
labor leaders of the Second Internationale I happened to meet in the 
council—that is not the Third Internationale—and I was astonished 
to find that, almost without exception, they were suspicious of us, 
and I doubt very much if we are ever going to remove those sus- 
picions until we remove the economic grounds for those suspi- 
cions, in so far as they are based on any justifiable grounds. Get- 
ting a big Army and getting a big Navy won’t do it. Now, I pictured 
to myself, here America has taken the lead in outlawing war and is 

oing to create a commission to disavow its action in taking the lead 
in the outlawry of war, and I ran through the gamut of nations, and 
it seemed to me this commission would consider now, if we are going 
to fight England we would want to prepare in one way; if we are 
going to fight a pacifist-resisting country like India we want to 
prepare another way. 
ecretary HurLeyY. If you fight India you would almost necessarily 
be fighting England, would you not? 

Mr. Marsu. I am not sure. You remember Sir Wilfred Lowry 
said some time ago, after that Dominion conference, that Canada 
would no longer sign a check in blank for Great Britain, and I am 
not at all sure how closely the nations are going to hang together; 
therefore I could not answer your question positively, Mr. Secretary. 

Secretary HurLeY. Pardon me for interrupting you just a minute, 
but do you understand there is in the resolution under which this 
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commission is operating any direct objective involving any other 
nation in the world} 

Mr. Marsm. Either that or a declaration of preparedness for war 
against every other nation of the world, whichever alternative this 
commission wants to take in putting its construction upon it. It is 
one or the other; it is all or some, and each one says, “Am I it? What 
have I done,” or they may say, “What have I got that the United 
States wants? ” 

Secretary HurLey. Have you read the resolution ? 

Mr. Marsn. I read it pretty carefully. 

Secretary HurLeY. Did you find anything in the resolution that 
justified that statement ? 

Mr. Marsu. It seemed to me so. Then I took partly the construc- 
tion placed upon it in this letter which I quoted from Mr. Baruch, 
in which he said in his pamphlet it concerns preparation against 
war, and I hoped that would be the interpretation put upon it. If 
it is either preparation against war, or preparation for war, what 
is the purpose of considering war when this country is in such a 
condition to-day as we have not had for years before? There must 
be some purpose in creating this commission and taking the valuable 
time of you gentlemen in discussing these problems. We under- 
stood we went into the World War to end war. 

Secretary Horey. Then, if I might further clarify your view, 
if you think this commission is created for preparation against war, 
against war with whom? 

Mr. Marsu. Anybody; because admittedly we are building a navy 
apparently for war and you were selected to consider this phase of 
it. We do not say with whom, but apparently America is getting 
ready against England, France, Germany, Italy, Austria, Japan, 
or any other country, and not for the outlawry of war in accordance 
with the Kellogg treaty—and I will ask Senator Swanson to correct 
J if I am wrong—as a policy of the national conduct of the United 

tates. 

Senator Swanson. Since you appeal to me, the Kellogg pact, by 
an exchange of notes with all of the powers, excluded war of 
defense. 

Mr. Marsun. Entirely. Am I right? 

Senator Swanson. No; excluded war of defense. A war of de- 
fense is not covered by the Kellogg pact, by an exchange of notes 
with all the nations. 

Mr. Marsu. And no war has ever been fought that was not a war 
of defense. 

Senator Swanson. Consequently, each nation must decide for it- 
self what it needs for defense. In other words, any nation under the 
Kellogg pact can fight for its own defense. That is inherent. That 
was agreed upon in an exchange of notes preliminary to the ratifica- 
tion of the Kellogg pact. 

Mr. Marsą. Then, of course, your investigation, in conformity 
with that construction of the purpose and intent of the Kellogg 
peace pact, would mean you would investigate through this com- 
mission only how to defend America against attack. 

Senator o The only kind of war now permissible under 
the Kellogg pact is a war of defense, and every nation decides for 
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itself as to whether a war is one of defense or not. Nobody else has 
a Ben to decide for it. 

r. Marsu. But, taking your strict interpretation of it, then 
all you would consider would be how could America defend itself if 
it is attacked ? : 

Senator Swanson. You see, America has really never declared 
war; it has always stated there was a state of war existing and 
that they declared against it. 

Mr. Marsu. It is, of course, one way of expressing it, but it in- 
volves what was discussed this morning. 

Senator Swanson. In the Mexican War, we declared that Mexico 
had declared war against Texas and had taken part of her boundary, 
which she was entitled to, and we were defending American territory 
because Texas was our possession at that time. In the World War, 
we declared a state of war existed against the United States; that 
Germany had dectared war against us in her submarine warfare, 
and we were defending ourselves. 

Mr. Mars. Of course, every other nation might say we were 
declaring war against them when our financiers go in there and get 
control of their resources. 

Senator Swanson. It is Mr. Kellogg’s interpretation of the pact 
by an exchange of notes with all nations who agreed to it, that it 
excludes a war of defense. 

Mr. Marsa. I appreciate very much your courtesy in letting us 
preen this memorandum as carrying out the presentation of Mr. 

aruch, thinking the commission was interested in preparation 
against war. | | 

Senator Swanson. All of us are interested in that—trying to pre- 
vent war from ever coming, and then to be prepared 1f ever war 
comes. 

Secretary HurLeY. 1 would like to ask this question: Do you know 
of anyone who wants war? 

Mr. Mars. Why, if no one wants war, it does not happen. 

Secretary Horey. I did not ask you that; I asked you, do you 
know of anyone connected with this commission or otherwise who 
wants war? 

Mr. Marsa. Anyone connected with this commission ? 

Secretary HurLeY. Or with Congress or the executive departments 
of the Government? 

Mr. Marsa. I would say, answering in the form of the language of 
Senator Swanson, that although they might say they did not want 
war, if, however, they put themselves in the position, through their 
international policies, which make other countries think that we are 
fighting them without declaring war, are sending the marines to 
Nicaragun without act of Congress or otherwise, I would say it 
would seem to me that some of them do want war; and if they retain 
those marines in Nicaragua, fighting without authority by Congress, 
that they do want war. Now, may I finish 

Secretary HurLeY. But you have not answered my question yet. 
I hope you will. 

Mr. Marsm. I would say that apparently some members of the 
administration and those who retain these armed forces in other 
countries do want it. Let me go further, answering your question, 
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and say there is an amendment under which the President of the 
United States, on the request of the president of any Latin Ameri- 
can Republic, may send officers of the Army, Navy, or Marine 
Corps—I think I am quoting it literally, but anyway that is the 
substance—to any of those countries. We endeavored to get a bill 
through repealing that authorization. It was vigorously opposed b 
members of the committee—by Mr. Reed, of Pennsylvania, I think 
chairman of the Committee on Military Affairs. I would say any- 
body who defends universal military training wants war, because 
that is one of the things that produces war. ji would say anybody 
who stands for a system of exploitation which our country is con- 
ducting throughout the world, wanted war, whether in or out of 
Congress, or the administration, because those conditions produce 
war. And I assume every member of the administration is of age 
and of sound mind and abie to reason from cause to effect, just the 
same as we expect the young men to be þefore we graduate them from 
a military college. Yes; I regret to say apparently there is a very 
large, overwhelming majority of those in public office, knowing how 
fortunes are made, who want war, because of the policies being 
adopted, and we think they are wrong. 

Secretary HurLEY. Now, having made your general statement 
against everyone except possibly yourself, can you answer my ques- 
tion: Do you know of anyone who wants war? 

Mr. Marsu. I have said that I think anybody who advocates a 
system which leads to it. 

Secretary HurLeY. Well, who advocates it? Now, tell me some 
person, in your opinion, who wants war who is charged with any 
responsibility in connection with this matter. Name him. 

Mr. Marsu. Who maintains the marines in Nicaragua? 

Secretary HurLeY. Well, I have asked you—you have made the 
assertion about some one wanting war, and I have asked you who. 
You make the general statement, and I have asked you to name some 
one. 

Mr. Marsu. Why, anyone who maintains conditions which lead to 
war I think can be fairly said to want war—not active aggressive war 
right off, but they want to maintain that system, if war commences, 
where they would be ready for it. As I remember, Mr. Coolidge 
said, “Where the American dollar is, there is American territory.” 
I think I am quoting him correctly. 

Secretary HurLey. Let me get down to names: Are you saying 
ex-President Coolidge wants war ? 

Mr. Marsu. I think anv man who takes a position like that would 
be in serious danger of having his remarks so interpreted and should 
take such responsibility for his remarks. 

Secretary HurLeY. Then is ex-President Coolidge the gentleman 
to whom you had reference when you said some people wanted war? 

Mr. Marsu. I would stick right there and be glad to see, in the 
next Congress, a number of measures brought up to find out who 
wants war and who wants to remove the causes of war, and they will 
show clearly if they do not want war. 

Secretary HurLeY. Did you ever serve this country in time of war? 

Mr. Marsu. I was eligible and subject to the draft. If they had 
reached me, I presume I would have been taken. 
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Secretary HurLey. That was not my question. Let me ask you 
the question again: Did you ever serve this country in time of war? 
I do not want to insist upon your answering, but I am asking the 
question—did you ever serve this country in time of war? 

Mr. Marsu. You mean in uniform? 

Secretary HurLry. Yes; or otherwise? 

Mr. Marsu. No; neither did any man—did the men who were 
making their millions out of us serve the country in uniform? 

Secretary HurLeY. I am not asking you about anyone else; I am 
asking you about yourself. 

Mr. Marsu. Now I am answering you—no. No; not in uniform. 
I was working. 

Secretary HurLeY. Now let me ask you another question: Do you 
know of anyone who did serve this country in time of war who 
wants war? 

Mr. Marsu. I would say it depends on what attitude they take on 
the causes of war, not what they say. “How can I believe what you 
say when what you do renounces so loud in my ears the fear 
expressed.” To say you do not want war and then to go right ahead 
with a system which is provocative of war, which makes it necessary 
for this nation to defend against you—and you do not dare to men- 
tion names—the presumption 1s you want war, or you do not know 
enough about it when you say they do not want war. If they cdo not 
want war, they should abjure and give up the causes which lead to war. 

Secretary Hurtey. Tlien the statement you made saying this com- 
mission is seeking a way to avoid war is not a correct statement ? 

Mr. Marsu. I think it is absolutely correct. 

Secretary HurLeY. How do you make that coincide, now, with the 
statement that what it is doing is provocative of war? 

Mr. Marsu. Because you have not given the public the impression 
you thought it is purely for defense. If it would be made very 
clear we shall not ever send any soldiers across the seas, or any muni- 
tions, to fight anybody, then 1 think you would make it pretty clear 
that the whole intent was purely for defense. 

Secretary HurLeY. You think, then, the very fact we are talking 
about industrial mobilization for national defense is an indication 
that we do not mean what we say, but we mean for national aggres- 
sion, and we should use the word “ aggression ” in place of “ defense.” 

Mr. Marsu. As I stated, no war has ever been admitted to be any- 
thing except a war of defense. 

Secretary Hurtey. Then you do not give credit to those who 
ei = the purpose is to defend the institutions of the United 

tates 

Mr. Marsu. Yes; but are you not considering methods of trans- 
porting soldiers across the seas and of fighting across the seas? 

Secretary HurLeY. Well, of course, we are considering every phase 
in connection with defense. You may know where it is going to 
be necessary to defend yourself, but we have not that power of 
prophecy. 

Mr. Marsu. Yes. Then, if I understand it, in order to defend 
our country from invasion, it may be necessary to fight throughout 
the world. If there could be such an economic system where that 
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is possible, why your present proposed system of defense is rather 
interesting. 

Secretary HurLeY. Now, speaking for mvself—and I think I come 
from the body of the citizenship of the United States—our Nation 
has no designs on the property or territory of any other nation in 
the world. It desires to live on terms of peace and amity with 
all mankind; it desires a degree of preparation necessary to main- 
tain its existence, and it does not want any degree of preparation 
that would be considered a menace or a danger to the peace or 
happiness of any other people on earth. Now, if you impute to us 
motives other than those, you are doing us an injustice and you 
are building up a straw man to fight, when you have not any real 
issue to go on. 

Mr. Marsu. When you say “us” you mean the people of the 
United States or the commission of which you are now chairman ? 

Secretary HurLeY. Well, I mean the commission and the people of 
the United States. I mean as a Nation. 

Mr. Marsu. Of course, I do not know by what authority you speak 
for the people of the Nation. I could not assume to, but sometimes 
gentlemen in military authority do make certain assumptions which 
absolutely do not seem justified. May I give a case in point? Some 
two and a half or three years ago I was talking with a gentleman 
in the Department of Commerce with regard to getting a record of 
the national resources held by American citizens abroad. We have 
tried for years to get the Senate Committee on Foreign Relations, 
of which Senator Swanson is a member, to make such an investiga- 
tion of public record. Well, this man in the Department of Com- 
merce said to me, “ It will be a terrible thing to do.” I said, * Why? ” 
He said, “Take Chile”—I am giving you his figures—he said, 
“Americans and Britishers together own, roughly, nine-tenths of the 
national resources of Chile, about 50-50 between the two countries.” 
He said, “ If the Chileans ever got wise to that, there would be a 
revolution.” Well, there was a revolution; we had something to 
do with it. I do not know the terms under which Americans have 
gotten themselves concessions, because they are not a matter of public 
record; but when you say we are fighting to defend our country we 
get the feeling that you ought not to be preparing methods to fight 
to ag investments that have been stolen or gotten illegally by 
bribery obtained by Americans abroad. I do not blame you, Mr. 
Secretary. 

Secretary HURLEY. Just wait a minute. I do not care whether 
you blame me or not. Please eliminate me personally. because I have 
no desire to escape any blame. 

Mr. Marsun. You seemed to think I was getting into personalities. 

Secretary HurLey. To arrive at your conclusion, you must charge 
every man interested in the perpetuity of the United States Govern- 
ment with motives less worthy than your own. 

Mr. Marsu. Not at all. There are a great many people I think 
agree with me, if we have to adopt any methods of defending this 
country—that is, military, naval, and other operations—that the 
best defense is just economic conditions. I have stated a case in 
point. 
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Secretary HurLey. Then you say that the avowed purpose of this 
commission is misleading, because our motives do not mean what 
we have stated them to be. 

Mr. Marsu. Your commission was created by act of Congress. 
Anything you do under that act of Congress does not impugn your 
motives. It may impugn the purpose of the Congress and, as I 
understand it | 

Secretary HurLeY. Well, do you impugn the motives of Congress? 

Mr. Marsu. Not so much the motives, always, as the powers of 
their perception. 

Secretary HurLeY. Then your idea is that they are not qualified 
to understand what they are doing? 

Mr. Marsu. The large number of lame ducks which follows nearly 
every election would seem to indicate a good many of them are not. 
I think the number of them may be increased. Whether it will help 
things or not, I do not know; but it is some answer to your ques- 
tion as to whether Congress is always able to know what the people 
want. They are not, and they nearly go crazy in trying to guess, 
from election to election, what the people want. That has been my 
observation from nearly 13 years’ work with the Congress, 

Secretary HukLeY. Then your quarrel is not with the commission 
that is following out the mandate of Congress ? 

Mr. Marsu. Not at all. 

Secretary HurLeY. But with the power of Congress to know what 
it wanted the commission to do? 

Mr. Marsu. Well, a good many people criticized the American 
Legion for getting through the adjusted compensation bill over the 
President’s veto, but it is a significant thing that the people who are 
unemployed, who are suffering, could not get anything except little 
dollar loans, and so forth; but the gentlemen who knew how to fight 
got it. I understand the American Legion wanted to get through 
the ae to get conscription of the men. This I do not know off- 
cially 

Secretary HurLeY. Would you like to put these things in the record 
that you admit you do not know? Have not you any desire to have 
the record that you make be truthful? 

Mr. Marsu. A very great desire; so I suggest you invite the officers 
of the American Legion here to see if I am correct. I do not know, 
but Mr. Taylor told me—— 

Secretary Hurry. Wait just a minute. Why should we invite 
the officers of the American Legion here to find out whether you are 
telling the truth or not? Why should not you ascertain what the 
truth is before you put it in the record? 

Mr. Marsu. Answering your question, now Mr. Taylor, I know, 
was interested in the conscription bill for the conscription of men, 
in the Capper bill, if I remember, in which he said you also con- 
scripted capital. I told Mr. Taylor, “ If they ever get us into war, 
they will forbid the conscription of wealth, but they usually get the 
men in somehow.” And I do say that you can get Mr. Taylor, of 
the American Legion, before you, or any other officers, and ask them 
whether they believe in conscription of men, in the selective draft, or 
any other method by which they will get the active man power to 
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fight a war with. As I pointed out, I think every student of war 
realizes there is going to be more use of disease germs in the future— 
I am not an advocate of that; I deplore it—and poison gas, and high 
ena and they are going to intimidate the civilian populations. 
Of course, large expenditures for armies and navies are very profit- 
able to somebody. Of course, you can not always make excess profits, 
but last year 504 people made incomes of over a million, and the year 
before there were 511, so somebody is making profit even in peace 
time, and great profits were made in time of war. 

If we are going to prepare for defense, what are the methods of 
defense which we should use; shall we use things which cost the 
taxpayers a lot, or what methods shall we use? I do not know; 
I am not a military man, but I am sure this commission, in consid- 
ering preparedness for defense, wants to make it just as economical 
as possible, because they are going to have to spend several million 
dollars a year looking after the victims of our prosperity. 

Secretary HurLeY. Now you have described the horrors of the 
next war. Do you assume you abhor those conditions more than the 
rest of us? 

Mr. Marsu. I at least will say that you seem to have viewed them 
and contemplated them with more equanimity than I do. Whether 
they impress you more than they do me, I do not know; because no 
man can compare personal reactions. 

Secretary HurLeY. Let me ask you one more question: The pur- 
pose of this commission is to equalize the burdens and to eliminate 
the profits of war. Have you a suggestion to make as to how that 
could be done? 

Mr. Marsu. Frankly, I do not think it is going to make much 
difference. As I said, 1f you have another war, our present economic 
system is done, and our power to try to eee the burdens by 
taxation is gone, so it does not make much difference. You can never 
equalize the burden, Mr. Secretary—I presume you have a boy; I 
have—if that boy is called in the next war, you can not equalize the 
burden on his mother nor on me by taking every dollar of the Rocke- 
fellers, Morgans, and other wealth of the country from the people 
who have it. That is a burden you can not equalize—the loss of the 
manhood of the country and the intelligence of the country in war. 
That is one thing that Great Britain is suffering from now; a great 
many of her university men went under in the war. You have been 
over there and know how they feel about it. You can not equalize 
the burdens of war until you make human life reproductive after 
it is destroyed, and health reproductive after health is destroyed, 
and you can not do it yet. You can not equalize the burdens of war. 

Secretary HurLeY. Then you have no suggestion to make that 
would help this commission to obtain the objective assigned it by 
Congress? 

Mr. Marsu. Oh, I would have the Government take over every 
dollar, every factory, every person in case of war, and equalize the 
pay according to the cost of living in the cities, and let them know 
you are going to do it, and pay for the war as you go, as we tried 
to get them to do in the last war. That would help. It would not, 
of course, equalize it; but, as I have made clear, you can not equalize 
human beings and money; it can not be done. 
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Secretary HurLeY. I would like to say this, that of course I ap- 
preciate your views and I think everyone else does. The only quarrel 
I have with you is that you seem to think that some of the rest of 
us have motives less worthy than yours; you seem to be setting up 
a straw man to fight, when we are fighting for the elimination of 
war ourselves. And on your idea that anyone connected with the 
military service must necessarily want war—I want to tell you that 
you may be mistaken on other matters, but you are not more mis- 
taken on anything in the world than you are on that proposition. 

Mr. Marsu. Well, of course, that 1s a matter which, again, is a 
subject for other people to consider, too. 

Secretary HurLeY. I know; but, at the same time, we do not mis- 
measure you and tell you that you are dealing unfairly and you are 
indulging in subterfuges when you say what your principles are; 
yet you set up a straw man and say we have stated these things an 
we do not mean them. It is just a question of your setting the 
standard for measuring other people. You are measuring other 
people, possibly, by your own standard; but you know there are men 
in the world who really state, still, what they mean and they stand 
by the principles that they assert, and they do not accuse everyone 
else who do not fully agree with them of being disreputable and not 
meaning what they say. 

Mr. Marsm. 1 would think you have read certain words into my 
mouth. unintentionally, I am sure; but at the same time, if you will 
study the military tactics, as you have, and military history, and 
recall the Zaberly incident and go right down the line—when you 
have a strong military system, or naval system, with the caste, and 
you know ae the system among the officers in the Army of the 
United States is—when you build it up in any country and try to 
maintain that e Or is the Army for if it is not to be used? 

Secretary HurLeY. Now, let me get a question in there: Do you 
think that the Government of the United States is worthy of being 
maintained and perpetuated ? 

Mr. Marsu. I think the people of the United States are worthy of 
being maintained and perpetuated. Governments may come and 
governments may go. 

Secretary Hurry. I did not ask you that question. 

Mr. Marsu. Governments may come and governments may go. 

Secretary HURLEY. Just wait a minute. We ought to get together. 
I did not ask you anything about perpetuating the people of the 
United States. I assume that will be done. I asked you this ques- 
tion: Do you believe that the Government of the United States is 
worthy of maintenance and of perpetuation? 

Mr. Marsu. If vou mean the Hoover administration, heavens 
knows I do not, and I am perfectly willing to make that clear. But 
if you mean to say whether we want to have the form of govern- 
ment—— | 

Secretary Hurrey. I do not mean a word except what I have said, 
and you have dodged the question four different times. Do you 
feel that the Government of these United States is worthy of main- 
tenance and perpetuation? Now, that is clear English. 

Mr. Marsu. It is worthy of maintenance and perpetuation, and 
badly needs improvement, so that it will be out of the control of the 
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big interests that now own it, in my judgment. But the Govern- 
ment will go on, I sincerely nore and I loubt if you are going to 
need an army to maintain it. Now, there was pending before this 
Congress—— 

Secretary HurLeY. By what means would you maintain the Gov- 
ernment in time of emergency ? 

Mr. Marsu. In times of emergency? 

Secretary HurLeyY. Yes. 

Mr. Marsu. For one thing, by looking after the people who are 
starving, which the last Congress would not do, although we begged 
them to, and not relying upon the Red Cross or any other subter- 
fuges for the Government, which I think should be perpetuated and 
made to do its duty in regard to its own people. I am not against 
the Government; I am always for gradual changes—sometimes they 
have to be rapid—by peaceful methods. But as to whether the Gov- 
ernment has changed a good deal, every amendment to the Consti- 
tution, if I correctly understand it, involves some change in the form 
of government. Am I right? Senator Swanson is a constitutional 
lawyer; I am not. 

Secretary HurLeYy. Wait just one minute. Did I understand you 
to say you are opposed to the conduct of Congress during the last 
session f 

Mr. Marsu. Well, if I have not made that clear in the large num- 
ber of interviews I have given in the press, I could not make it any 
clearer. I think they fell down absolutely and ran away from any 
blame, in my judgment. You are asking my opinion. 

Secretary HurLeY. We have not all had an opportunity to read 
your interviews, and so I am asking you—Are you opposed to the 
conduct of Congress during the last session ? 

Mr. Marsu. Yes, sir. 

Secretary HurLey. You are opposed, of course, also to the Execu- 
tive administration. Are you in favor of the administration of jus- 
tice through the judiciary, or are you opposed to that also? 

Mr. Marsu. Well, I do not know what vou mean—whether I think 
the Attorney General has made any mistakes? 

Secretary HurLeyY. Oh, no; it is a little broader question than that. 
You are opposed to Congress; you are opposed to 1he Executive. 
How about the administration of justice? 

Mr. Marsu. Wait a minute; I am not a lawyer. You asked if I 
am opposed to Congress. No. You asked if I was opposed to 
everything in the last Congress. I maintain my constitutional right 
to criticize any Congress; yes. 

Secretary HurLeY. Well, have you done so sufficiently to suit your- 
self? If you have, I will pass on to just one other question. 

Mr. Marsu. I have suited myself more than some others, probably ; 

es. 
Secretary Hurtry. All right. Now, we have in the United States 
a judicial system maintained for the administration of justice 
throughout the Nation. I am not eae of any particular judge or 
officer; I am talking of the judiciary—the judicial system. Is that 
being operated presently to suit you? 

Mr. Marsu. I think thaf the Supreme Court of the United States 
in some of its decisions has been more progressive than have been 
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some of the acts of Congress. The judicial system, of course, as you 
know, like the Supreme Court of the United States, follows the elec- 
tions, and that is why the conservatives always want to elect a con- 
servative President, so he will appoint conservative members of the 
Supreme Court of the United States, and the progressives want to 
elect a progressive President, so that he will appoint progressive 
members, as they regard them. So we have had different views of 
the Supreme Court. Personally I think it would be a good thing 1f 
we had the power in the people, as you intimated, as they do in Great 
Britain, where they do not have a written constitution and get by, 
considering the whole economic conditions, better than we do. I 
think the judicial system could be improved, but I do not think pre- 
paring to defend our country against an imaginary enemy is going 
to help the judicial system or any other; nor do I see, if you will 
pardon the suggestion, exactly the relation, although I am not a 
trained logician, between my views on war and my views on the 
Supreme Couri and the judicial system of the United States. I do 
not limit it to the system they have in New York, or some other places 
where they have a judicial system which you have seen exposed in 
New York City; no. Of course, you did not mean whether I approve 
of what is going on there or in other cities where they have a different 
economic situation. 

Secretary HurLeY. Of course, I agree with you this has very little 
to do with war; but yòu have expressed so many opinions on the 
record for the purpose of using our record as a sounding board, I 
suppose, to get those things off of your chest—— 

r. Marsu. Oh, no; I do not need to do that. The papers are 
very intelligent without hearing the members of the commission, even. 

Secretary HurLeY. You have used our record as a sounding board 
to say what you wanted to, and the last question I asked you was, Do 
you approve of the judiciary—the judicial system of the United 

tates? 

Mr. Marsu. Subject to such amendment as events may find neces- 
sary and as made in the legal and ordinary processes of law. 

cretary HurLeY. Then the best that could be said is it is a quali- 
fied approval of that system. You do not approve of that, either? 

Mr. Marsu. I think it is a mistake to let one single judge of the 
Supreme Court of the United States, appointed by a President, have 
more authority than Congress and the President together, and if you 
will read the editorial on the ruminations of President Hoover in 
Collier’s for the inauguration week on the ruminations of Mr. 
Hoover, when Justice Taft was administering the oath of office, you 
will see a stronger statement than I would dare to make when Justice 
Taft said in that story, “ Mr. Hoover got elected; I got defeated; but 
I am a Supreme Court Justice and I can run the whole thing.” I 
am paraphrasing. I do not think that is a very good system. 

Secretary HurLeY. Of course, it is awfully hard to get you to 
answer a question 

Mr. Marsu. You mean, to like the way I answer it, don’t you, Mr. 
Secretary? I am going to try to answer every question correctly. 

Secretary HurLeY. Oh, yes. You disapprove of the executive de- 
partment, you disapprove of Congress, and you disapprove of the 
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Supreme Court. Now, what is there about the United States Govern- 
ment that you approve? 

Mr. Marsu. I should try to change it, while we have political par- 
ties, so that if the people in an orderly way want to change things, 
we can. That is our salvation. That is why I do not like the hard- 
and-fast system that they have in Russia, for one thing. 

Secretary HurLeY. Then the only thing you approve of in the 
entire political organization is that the people have a right to 
change it! 

Mr. Marsu. Oh, no. I have been criticizing certain acts. I know 
you have to have a President; I approve of this form of government 
and I approve of its adaptability and its flexibility—which is one 
of the things which most writers on the Constitution have noted, 
that you can change it in the proper way. I do not approve of any 
system which results in such an economic condition and concentra- 
tion of wealth as we have in the United States to-day—such suffer- 
ing on the one hand and such concentration of wealth on the other. 

Secretary HurLeY. You blame nobody 

Mr. Marsu. It is not the fault of the President; it is not the fault 
of Congress; it is not the fault of the judiciary; it is the fault of 
the American people who let them get by with it, in my judgment. 

Secretary HurLeY. Do I understand you to say that these incipient 
revolutions in half of the world, the earthquake they had in Europe, 
and the drought we had_last summer are not the fault of the Presi- 
dent of the United States? 

Mr. Marsu. Oh, no, indeed. If you want to know what I think 
was responsible for it, I would be glad to put it in the record, but 
I do not feel it is germane. Of course, we know political parties are 
here to criticize each other. I do not happen to belong to any politi- 
cal party, but our present difficulties —— 

Secretary HurLeY. We are really getting far afield. Have you any 
further suggestion to make? 

Mr. Marsun. No; just the concrete program if we are going to 
prevent war and defend ourselves against war, we have to go in for 
international cooperation and change our economic system so that it 
would be more responsive to our present economic situation. 

Secretary HurLey. Do you know this resolution under which we 
are operating asks us, if we can, to suggest a change in the Constitu- 
tion or in the laws of the land that will benefit this situation ? 

Mr. Marsu. Yes; and if you will do that, why, it will be a good 
thing. But I have not heard much along that line. 

Secretary HURLEY. You say you read the resolution ? 

Mr. Marsm. Yes; and I have not heard much about that. 

Secretary HurLey. Then you have not been here, if you have not 
heard anything about that 

Mr. Marsun. I have read the newspapers. 

ony HurLeY (continuing). Because considerable has been 
said. 

Mr. Marsu. I have been out of the city, I will admit. 
Secretary HurLeY. Considering the probability you want a chan 
made, if you would suggest a reasonable method of change, we might 

agree with you. 
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Mr. Marsu. Change in the laws? 

Secretary HurLeY. And the Constitution. 

Mr. Marsu. I did not construe that it meant a change in the laws 
for peace time; I thought it was laws to apply to the conduct of the 
war. Was I mistaken there? 

Secretary HurLeY. Well, it asks us to ascertain if a constitutional 
amendment is necessary, if a law is necessary, and to report on a 
method for equalizing the burdens and eliminating the profits of war. 
It is a very big field, and I thought possibly, since you have said you 
peut a change, you might suggest to us the changes that you would 

ike. 

Mr. Marsun. Well, I have felt it would be highly inappropriate 
for me, when you are considering what should be done in case of war, 
to come in and suggest an economic program for changes in peace 
time. I did not know that was expected. 

Secretary HurLeY. Of course, this pertains to the burdens of war. 

Mr. Marsu. That is what I thought, as to the burdens of war. As 
I stated, if you get into war, the only way, in any way whatsoever, 
to equalize it, is to do away with the institution of private profit in 
land and in all other agencies of production. That won't equalize 
human beings and the wealth idea; but as between wealth and the 
return to labor for its services, it will come as near as you can come to 
it, probably. 

ecretary Hurtey. Would that be what is commonly termed in the 
world now as “ Bolshevism ”? 

Mr. Marsu. If you want to designate an effort to achieve economic 
Justice, which you say you want, as Bolshevism, you are entitled to 
so regard it. I should not regard it so; I should regard it as the best 
form of insurance for Americanism. 

Secretary HurLeY. Let me ask this question: Would you want the 
‘Government to acquire title to everything in time of emergency? 

Mr. Marsu. At least in time of war. Nothing else short of that is 
conscription of wealth, as far as I can see. 

Secretary HurLeY. Are you in favor of Government ownership in 
time of peace the same as in time of war? 

Mr. Marsm. Of the things which, of themselves, in order to be 
efficiently operated, have got to be a monopoly; yes; not otherwise. 
If you mean I am a socialist; no. 

Secretary Hurtey. Then, of course, you are not a socialist ? 

Mr. Marsu. No. 

Secretary Hury. You are not a Bolshevist ? 

Mr. Marsa. That is T obvious from my statements here. 

Secretary HrRrLEY. And will you at some time before we close 
these hearıngs submit to us—and I ask you this in all candor and 
good spirit—suggestions of a plan that you would like the commis- 
sion to consider, that would bring about the equalization of the 
burdens and the minimizing of the profits of war? Would you sug- 
gest such a plan to us? 

Mr. Marsu. I will suggest how to equalize the financial burdens 
of war, but point out the most important point to be made, that you 
-can not equalize human losses and money losses. 

Secretary HurLeY. Well, really, you know, common sense has some 
part in the make-up of all of us, especially some of those who have 
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had rather definite experiences along that line. What we are trying 
to do is to get the best thought on the subject now, to see if we can 
make some of these changes that you say you are advocating in the 
economic set-up. 

Mr. Marsu. I will be very glad to. And, may I ask, do you feel, 
under the terms of the resolution creating your commission, you are 
precluded from hearing men like Mr. Buell and others who will tell 
you why we need to be afraid that we will have to defend ourselves? 

Secretary HurLeY. We have not closed these doors on anyone from 
any place. 

Mr. Marsa. My presence proves it. l 

Secretary HurLeY. Yes, sir. We want to hear every phase of this 
problem. The only reason I have taken any issue with you 1s be- 
cause you happened to drag in some political matters that you 
wanted to get off your chest. You have gotten them off now, so will 
you now assist the committee in discharging, to some extent, the 
mandate placed upon it by Congress? 

Mr. Marsu. I will be glad to continue my effort to do so; yes, sir; 
as you suggest. 

ecretary HurLey. Thank you very much. 
(The following was submitted for the record by Mr. Marsh :) 


TowarRD PEACE on War: A PLEA FOR ECONOMIC DISARMAMENT 
(By Raymond Leslie Buell) 


I. The world to-day is passing through one of the great pence-time crises of 
modern history. Peoples everywhere are groping their way through a valley 
of despair. For 10 vears governments have paid lip service to the cause of 
peace; they have established the League of Nations and the World Court; 
they have signed the antiwar pact. But so far no government has proved 
willing to make vital changes in its policies for the sake of international 
good will. This era of platitudes and hypocrisies must soon come to an end. 
Governments must prepare to make good their preachments for peace or they 
must prepare for war. 

The present world crisis is marked by three features: Political instability. 
economie depression, and international insecurity. The evidences of political 
instability are at every hand. The last year has witnessed a continuance of 
turmoil in China and the growth of revolutionary agitation in India and Indo- 
China. In Latin America revolution has overturned governments in Santo 
Domingo. Peru. Bolivia, Argentina. and Brazil. These revolts have not been 
due to economic depression alone: they have been caused also by popular 
revulsion against unrepresentative dietatorships, often supported by our diplo- 
mats and business men. 

Europe has not been immune from political unrest. There are few if any 
governments on the Continent that remain upon the old two-party basis. The 
countries of Europe are ruled either by iron-handed dictators or putty-fingered 
coalitions. With a few exceptions, capitalist Europe during the last year 
has moved from left to right. The most astonishing illustration of this trend 
from moderation to extremism was given in the September elections im 
Germany. In a campaign marked by bitter denunciation of the peace treaties. 
socialists, and Jews, the Hitlerites (or Nazis) polled an astonishing vote of 
6,400,000. 

There has been talk of dictatorship in Germany. Citizens in other countries. 
disgusted with the pettiness of parliamentary government, also seek salvation 
in strong-min rule. But the way of dictatorship is not strewn with roses. 
Reports are frequent that Mussolini's hold on Italy is weakening. In January, 
1930, the dictator of Spain, Primo de Rivera, was overthrown, For u year the 
political life of Spain has been in turmoil. The fundamental weakness of 
dictatorship is that while for a time it may severely maintain order. it does 
not develop institutions that can carry on the government after the dictator 
departs. 
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II. The political instability of the world has been accompanied, if not partly 
caused, by economic depression. In the fall of 1929 the era of speculation 
which sucked into the vortex of Wall Street the fluid capital of the world came 
to a sudden and disastrous end. It has been hard for men to turn from the 
feverish life of gambling to the monotonous life of toil. What business men 
call “confidence” has disappeared; stocks have sunk to bottomless depths; 
trade and government revenue have declined: about 12,000,000 men throughout 
the world are unemployed. Despite unemployment insurance in Europe and 
unorganized doles in the United States, the outlook is cheerless. Our workless 
hordes may determine whether other revolutions will occur. 

It is a sad commentary upon our economic system that in a world of hungry 
men there should be a vast “ overproduction” of raw materials and food. 
Ten years ago the politicians attempted to frighten us by the cry of foreign oil 
and rubber monopolies, and the birth-control propagandists solemnly declared 
that unless population were drastically limited, we should all soon run out of 
food. How limited such prophecies were! To-day the world has in stock 
much more food and raiment than people can consume—or at least can pay 
for. The price of rubber, oil, copper, sugar, and wheat are at the lowest ebb 
in years. 

III. The third characteristic of the present situation is international inse- 
curity. Twelve years ago we hailed the termination of the war to end war. 
Yet despite the progress mude in the organization of international machinery, 
despite the changed attitude of the world toward Germany, men talk less hope- 
fully of peace than they did a few years ago. Except for Great Britain, all 
of the great powers are now spending more upon armaments than they did 
in 1925. During the last five years France has actually doubled her military 
expenditures. There is no better barometer of the international temperature 
than the level of armaments. The failure of the Allies to disarm and the 
threuts of Germany to rearm are indicative of the world feeling of insecurity. 

Of the major tensions underlying this insecurity the relations between 
France and Germany are the most serious. To-day these relations are more 
strained than at any time since the 1923 occupation of the Ruhr. Since that 
time France has greatly reduced her reparation claims upon Germany, and in 
June, 1930, the last French troops evacuated the Rhineland—five years in 
advance of the limits fixed by the treaty of Versailles. But in September 
Germany gave an amazing answer to the Briand policy of conciliation in its 
6,400,000 vote for Hitlerism. The French Nationalists contend more bitterly 
than ever that the more concessions France makes, the more Germany will 
demand. 

The Nationalists stand for a policy of force: they believe in building forts 
and in keeping the army strong. Yet machine guns can not force the German 
economic machine to disgorge reparations—and ít is this problem, rather than 
the question of frontiers or even of disarmament, which is the fundamental 
cause of the tension hetween Germany and the allied governments to-day. A 
step in the liquidation of the repuration question was taken in the Young plan. 
But with the advent of the world-wide depression and the increase in the value 
of gold, the theoretical reduction in the reparation annuities made by that 
plan has already been largely wiped out. 

No steps have been taken to remove the fundamental difficulty confronting 
German payments, namely, the apparent impossibility of building up a favor- 
able balance of payments large enough to pay the service on reparations and 
private foreign loans, If the allied governments would reduce their tariifs, 
the likelihood of payment would be improved. But even with a reduction in 
tariffs. it seems that in the long run the present annuities can not be paid 
without still further decreasing the standard of living of the average German. 

According to the Young plan, the allied governments may exact payments 
until 1988. It is hardly conceivable that future generations in Germany will 
voluntarily accept impoverishment to meet a debt arising out of a war for 
which the older generations of half a dozen countries were responsible. Mean- 
while, weighed down with unemployment and a chronic budget deficit, the 
German people are settling into despair. In olden times wars were caused by 
dynastic feuds. In the future wars may be caused by the haunting fear of a 
democracy that it is being gradually strangled to death by outside politico- 
economic forces. 

The Locarno agreements of 1925, which guaranteed the Rhineland frontiers, 
should have eased the tension between France and Germany. No such result 
has occurred not only because of the reparation problem but also because of 
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fear on the part of France that Germany wishes to upset the boundary lines 
of Europe drawn in the treaties of 1919-20, France has assumed the guardian- 
ship of the frontiers of the new States of Central Europe; and as a result of 
this guardianship and of the alliances upon which it rests, the controversy 
between France and Germany has passed beyond the Rhine and become con- 
tinental. 

Meanwhile France has contracted a new enemy in the shape of Italy. The 
tension between these two powers is caused fundamentally by questions of 
prestize. Before the advent of fascism, Italy occupied a position of admitted 
inferiority to France and Germany. To-day, however, the great Mussolini 
loudly demands that this position be changed and that the world grant Italy 
a position of full equality. This demand contlicts with the hegemony of France 
in Europe. And at present these two powers are engaged in a struggle for 
diplomatic mastery. France heads a group of States interested in maintaining 
the status quo of 1919. Italy has openly joined another group, which counts 
Germany and Hungary among its members, and demands that the status quo 
be chanved. As in the Franco-German quarrel, the difficulties between France 
and Italy—far from being localized—have been extended to cover the Con- 
tinent. 

IV. The third major tension is between Russia and the outside world. Soviet 
Russia is the scene of one of the most drastic experiments mankind has ever 
witnessed. In that incomprehensible country, the governing authorities have 
ruthlessly suppressed private capital, with its emphasis upon private ga'n and 
the survival of the strong, in favor of a system of State production and dis- 
tribution of virtually all economic goods. Under its 3-vear plan the Soviet 
Government is attempting to raise the standard of living of Russii's millions 
by gradually converting the country from an agricultural to an industrial 
basis. In this plan it is attempting to substitute for the reckless methods of 
private capitalism, with its evils of cutthroat competition, unemployment, and 
overproduction, an orderly method of production based upon social needs. 
On paper, the contrast between the soviet system of planned economy and 
the present anarchy of the capitalist world is striking. 

At the Geneva economic conference of 1927 the opinion was expressed that a 
modus vivendi between communism and capitalism could be established. Since 
then. however, this opinion has visibly weakened. The Russian communists 
talk more loudly than ever of a world-wide war upon private capital. And 
the dumping last summer of soviet wheat and other raw materials upon 
American and European markets has been interpreted by many foreign busi- 
ness men and governments as the first shot in the campaign. France and other 
countries have replied by legislation directed against Russian trade, and there 
is axain talk of foreign intervention in Russia so as to crush the soviet experi- 
ment by force. Is the future to see a war to the death between the two sys- 
tems? If the capitalist world does not soon mend its ways, will not communism 
Win new victories? Such are the questions which many Europeans and Ameri- 
cans are uneasily asking themselves to-day. 

To these three major tensions dozens of smaller ones might be added. There 
are acute difficulties between Germany and Poland, Poland and Lithuania, 
Italy and Yugoslavia, Yugoslavia and Bulgaria. There are the demands for 
independence made by the Ukraine and Macedonia, now periodically the scene 
of terrorism; there are cries from oppressed minorities in a dozen countries. 
Becuuse of these tensions, which have been woefully accentuated by political 
obstructions to trade, the pre-war psychology of fear has reappeared. Ger- 
many again talks of “encirclement,” as her construction of huge fortifications 
shows, France fears attack on two fronts; men everywhere are beginning to 
say that sooner or later a new war must come. 

Within recent months a few rifts in the clouds have appeared, such as the 
effort of Venizelos to bring about a Balkan rapprochement, and the holding 
of a number of important conferences of the European agrarian States. 
Nevertheless, after one surveys the present international situation it is not 
difficult to conclude that there are as many potential causes for war to-day as 
there were in 1914. 

This does not mean that war is necessarily imminent. Our present econom'e 
exhaustion, the will-to-peace that dominates many individuals who saw the 
horrors of the World War, the new international machinery that has recently 
come into existence—all work against the outbreak of a new world war during 
the next few years. But these forces will not prevent the immediate growth 
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of widespread social disorder, whether in-the form of communism or other- 
wise, the results of which may be more disastrous to human happiness than 
war itself. 

Moreover, unless the leading governments soon do something to remove the 
fundamental causes of war, the so-called * peace” in which we now feverishly 
live can not endure indefinitely. Sooner or later the present economic de- 
pression will lift; the new generation in one country (it is significant that the 
strongest followers of Hitlerism in Germany are adolescent voters), knowing 
nothing first-hand of the hideous destruction wrought in the years 1914-1918, 
may easily pick a quarrel with the new generation in another; international 
machinery is bound to break down unless governments prove that they intend 
to use such machinery for other purposes than the rigorous maintenance of the 
status quo. 

V. There is no magic formula the application of which will dissipate our 
present fears and hates and inaugurate the millennium, Nevertheiess the goal 
of those who wish for peace continues to be clear. They must steadfastly 
work toward the realization of the ideal that the welfare of men in all na- 
tions is superior to the interest of any single national group. It was the great 
Italian Nationalist, Mazzini, who said, “Ask yourselves, whenever you do an 
action in the sphere of your country, or your fam.ly: * If whut I am doing 
were done by all and for all, would it advance or injure humanity?’ and if 
your conscience answers, ‘It would injure humanity,’ desist.” A platitude? 
Yes; in the sense that the stateinent of any principle of conduct is a platitude. 
Yet if the nations of the world applied this principle, armies and navies would 
be abolished in favor of police forces; tariff walls, reparations, and monopolies 
would come falling to the ground; while unjust boundaries would be speedily 
modified. 

It is axiomatic that world peace will be achieved only when present national 
distrust gives way to international contidence. To a certain extent this confi- 
dence can be built up by political machinery. But political machinery will 
prove of little value as long as nations continue to follow policies of economic 
aggression. International confidence will really come into existence only when 
nations become united by the ties of economic cooperation. Until political bar- 
riers to trade are removed, nations will live in fear of poverty if not of starva- 
tion. It is futile to talk of peace as long as these fears persist. But nations 
will not abolish political barriers to trade, and thus become economically 
dependent on other nations until the fear of war is banned. 

Itis a vicious circle from which the nations have not yet been able to extricate 
themselves. The tragedy of the present world crisis is that as conditions grow 
worse, the reactionary, nationalist groups in each country seem to grow 
stronger. The result is that instead of uprooting the policies which have been 
largely responsible for the world’s undoing, we are giving them a new lease 
on life. 

Confronted by mounting waves of despair, the natural tendency of many 
Americans is to take refuge in provincialism—to assert that the United States 
can save itself while the remainder of mankind goes to its doom. The tradi- 
tion of “ isolation,” like other traditions, retains a popular hold long after the 
reason for its existence has disappeared. Nevertheless, the most casual study 
of our present industrial position will demonstrate that, from the standpoint 
of self-interest alone, the United States can not afford to be indifferent to the 
fate of the outside world. If the purchasing power of the European consumer 
is lowered, if European and Latin American governments default, if another 
world war breaks out, if communism or other grave social disorders spread 
from Russia to Germany and elsewhere, the welfare of millions of Americans 
will be affected; the very future of the American industrial system may be at 
stake. Our economic interests demand that the United States work for peace. 

The United States is, moreover, the one nation that can break the vicious 
circle which the world now treads. Our dethched geographic position, which 
has freed us from the fear of attack, our vast financial power, the not yet 
extinguished idealism of the American people impose upon the American Gov- 
ernment a special and unique opportunity to lead the world out of its present 
wilderness. Enjoying a 4-year term, the President of the United States is, 
constitutionally, in a much better position to initiate constructive action than 
the prime ministers of the other leading countries, whose tenure often depends 
upon appeasing an extremist group holding the balance of power. 
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In the past we have approached the problem of world peace from the political 
angle; we have talked of military disarmament, antiwar pacts, and world 
courts. All of these things are important, and we must continue to talk of 
them in the future. Nevertheless, the political problems of the world can not 
be solved until its economic problems are solved. The present world depression 
ig due in large part to the vice of economic nationalism—to high tariffs, ship 
subsidies, monopolistic control over raw materials, export taxes, reparations, 
interallled debts, the World War—policies all caused by governments. It is 
absurd to state that governments can and should do nothing to remedy the 
present economic depression when it is government policy that is in large part 
responsible for this depression. What governments have done they must attempt 
to undo. 

VI. Apparently the great powers have decided to call a military disarmament 
conference for the year 1932. It may sound pessimistic to say sv, but there 
is little likelihood that that conference will succeed unless a degree of economic 
disarmament is first achieved. If the military disarmament conference fails, 
the international result is bound to be disastrous. The one fundamental way 
to protect our own interests and at the same time advance the cause of disar- 
mament and peace is for the United States boldly to summon a world economie 
conference at Washington sometime before the world disarmament conference 
is held. 

There are at least four main subjects which an economic conference should 
discuss. 

1. Tariffs—The enactment last June of the Smoot-Hawley tariff not only 
intensified domestic depression within the United States but dealt a body blow 
at the efforts of European nations to achieve general tariff reduction. More 
than any other single act, the repeal of the Smoot-Hawley tariff would restore 
international confidence and set in motion the disorganized machinery of world 
trade. 

It is true that President Hoover can not reduce the American tariff by treaty. 
But he can ask Congress to make such reduction; and with the result of the 
November election placing the control of both houses in Democratic and Pro- 
gressive hands, the repeal of the Smoot-Hawley tariff is not unlikley, regardless 
of whether an economic conference is held. The probability of favorable con- 
gressional action would be increased if it were known that the repeal of the 
Smoot-Hawley bill would he accompanied by simultaneous reductions in foreign 
tariffs on American exports. 

2. Reparations and interallied debts.—So long-as the burden of war debts 
hangs over the world, the gulf between the defeated and the victorious powers 
in the last war will continue to exist, while international balances of payments 
will remain out of kilter. Within recent months the burden of war debts has 
become more and more onerous; neither in the reparation plan nor in the 
American war-debt agreements is there any provision for modifying charges to 
correspond with the fall of prices. Until the burden of this war indebtedness 
is lessened, there is little prospect of a return to real political peace or world 
prosperity. 

The reparation charges upon Germany can not, however, be materially 
reduced until the interallied debts are reduced. Under the Young plan the 
Allies pay over to the United States the “ conditional” reparation payments 
made by Germany, amounting to about two-thirds of the whole. It is not 
improbable that, during the next few years, Germany will feel obliged to 
exercise its right under the Young plan and declare a moratorioum upon these 
conditional payments, In such an event it will still be legally possible for 
the United States to continue to demand the payment of the interallied debts. 
But in view of the default of the German Goverument, the Allies would have 
to increase taxation to meet the American demands; and it is morally certain 
that the peoples of England, France, and Italy, already burdened hy excessive 
taxes, will not consent to further increases merely to pay sums which, rightly 
or wrongly, they believe the United States should have contributed to a common 
cause. 

The United States has not varied in one iota the debt agreements concluded 
with the Allies beginning in 1923. In contrast, the allied demands upon Ger- 
many have been reduced about two-thirds since 1921. It is probable that once 
Germany and the allied governments go into default on account of the war 
debt, the United States will agree to a reduction in the interallied debt. But 
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there is a grave danger that we will not consent to such a reduction until 
another severe financial and economic crisis—the inevitable result of wholesale 
defaults—has occurred. We can forestall this danger, and at the same time 
revive world confidence and world trade, by agreeing at an international 
economic conference to a mutual reduction in reparation and debt payments. 

3. The question of gold.—Some economists contend that the present depres- 
sion, marked as it is by a fall in prices, ís due to the concentration of nearly 
half of the world's gold in the vaults of American banks. Not being able to 
export sufficient quantities of goods, many countries have paid their debts to 
the United States in shipments of gold. It is contended that the concentration 
of gold in the United States (and in France) has increased the value of money 
and decreased prices in other countries. But the United States does not use all 
of the gokl now within its vaults. Our economic and financial interests in 
foreign countries would be served by a redistribution of the gold supply. The 
third task of the Washington economic conference should, therefore, be to work 
out a plan whereby countries having’an abundance of gold will lend it to 
countries in need. 

4. Economic reconstruction of undeveloped areas.—At present there is a vast 
amount of idle capital in the United States the possessors of which are too 
timid to seek investment through ordinary channels of finance. But under 
proper guarantees this capital could be utilized to recharge the world’s indus- 
trial machine. President Hoover has attempted to alleviate unemployment 
at home by inducing business men and governments to embark upon a vast 
program of public works. If this method could be applied upon a world-wide 
scale, its results would be much more far-reaching than when attempted by 
any one country alone. 

Under the auspices of the League of Nations’ finance committee an inter- 
national plan for the financial reconstruction of Austria and Hungary has 
been successfully carried out. At the present time there are many parts of 
the world, such as China and Central Europe, which are crying for economic 
reconstruction. One of the greatest tasks of the Washington economic con- 
ference would be tu establish some international machinery whereby private 
funds could be attracted to areas now demanding capital but unable under the 
present system to give the necessary guarantees. A system of internationally 
guaranteed loans would increase the exports of the industrialized countries 
and the purchasing power and standard of living of the borrowers. 

Such, then, are some of the topics which a world economic conference at 
Washington might profitably discuss. Even if agreement on only one of these 
topics were concluded, the meeting would be worth the effort. It must be 
reiterated that there is a grave possibility that unless an economic conference 
is first convened the 1932 disarmament conference at Geneva will fuil. The 
two subjects should be linked together by a proviso that the economic agree- 
ments concluded at Washington should enter into force at the same time 
as a disarmament treaty. Economic and military disarmament must go hand 
in hand. 

Skeptics assert that it is foolish to urge the United States to call an economic 
conference because of the attitude of the American Congress. It is contended 
that this body will not agree to the modification of the Smoot-Hawley tariff 
or of the interallied debt agreements. As we have seen, however, the temper 
of the new Congress under proper leadership should be distinctly favorable 
to tariff revision. While it is unlikely that Congress would agree to the can- 
cellation of the interallied debt, it is not at all unlikely that it would agree 
to a revision of the debt settlements if accompanied by a reduction in repara- 
tions and by disarmament. Any change in the tariff and in the debt agree- 
ments can be made merely by a majority of both houses of Congress. 

Admittedly the summoning of an economic conference will require great 
imagination and courage on the part of President Hoover. But the demon- 
stration of such qualities will strengthen his position in this country and 
throughout the world, whereas a policy of do-nothing may increase the im- 
pression that he is timid and irresolute. Mr. Hoover's critics contend that, 
while he is interested in international cooperation, he is unwilling to make 
a fight of any issue where there is the slightest chance that he will lose. 
The next few years will determine whether or not this criticism is correct. 
It may well be that President Hoover’s place in history will be fixed by his 
willingness to grasp this world opportunity. l 
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(The following is a reprint of an article by Hon. John J. Mc- 
Swain, written in April, 1927.) 


ONE PART OF THE PEACE PROGRAM 
(By Hon. John J. McSwain, Member of Congress from South Carolina) 


The problem of peace, like all questions where the factors are human, is 
many-sided. There is no single specific to cure the social ill, called war. I am 
offering the following thoughts on one aspect of the cuse, especially as it relates 
to the “ will to peace”: 

The Constitution of the United States has been universally appraised as the 
highest perfection of wisdom yet attained among the fundamental documents of 
government. Many particular parts have been singled out from time to time 
for special consideration and commendation. I do not remember ever to have 
seen any particular discussion of the wisdom and significance of having lodged 
the power to declare war in the Congress. Among all the older nations of the 
world the power to declare and commence war had been lodged exclusively with 
the executive power, so that kings and emperors had made war, from time 
immemorial, to suit their own interests, ambitions, or whims, und consulted 
the representatives of the people, if any there were, only after the commence- 
ment of war, in order to procure the financial resources wherewith to carry on 
such war. E 

But the erection of the American Republic of Republics, the commencement 
of a great Federal State in this Western Hemisphere. had as a background the 
fundamental conception of the Declaration of Independence, that *govern- 
ments rest upon the consent of the governed,” and exist to secure the life, Jib- 
erty, and property of the people. Therefore, it was but a logical application of 
this fundamental premise that the Constitution mukers should propose, and 
that the people in their several State conventions should accept, a constitu- 
tion that lodged the war-making power in all the representatives of all the 
States. 

THE PEOPLE, THROUGH CONGRESS, DECLARE WAR 


The President alone conducts diplomatic relations with other nations, but 

the President can make treaties only by and with the consent of two-thirds 
of all the Senators. This was a hitherto unthought of limitation upon execu- 
tive power. It hud, therefore, been conceived as preposterous that the people's 
representatives should have a veto power in the making of treaties between 
the royal rulers. But this limitation of power is constantly in the minds of 
Presidents and their executive advisors in the negotiation of treaties, and 
doubtless, has ever been a wholesome and restraining influence. Though the 
President is unrestrained in conducting international affairs, yet he must and 
does feel constantly the restraining check that his international policies can 
not be enforced with physical power in war without the approval of both 
Houses of Congress. But the principle runs still further back. 
-= The President must calculate upon receiving the approval of an overwhelm- 
ing majority of the individual citizens of the Republic. It is constantly in his 
thinking that Members of Congress must respect and heed the wishes and feel- 
ings of their constituents. The President remembers that Members of the 
House of Representatives are all elected every two years, and that one-third 
of all the Senators are elected every two years. Therefore the President must 
be so cautious and prudent in handling international situations as to feel sure 
that the same will be approved by a clear majority of the people. If the Presi- 
dent fails to take these fundamental conceptions into consideration and rushes 
headlong and unadvised into complications with foreign countries that can be 
settled only by use of physical force, he may find himself greatly embarrassed 
by failing to receive the support of the Congress and be. therefore, compelled 
to retreat from his diplomatic predicament. 


NO AGGRESSIVE WAR BY AMERICA 


This particular lodgment of the war-making power in the hands of the 
representatives of the people insures our Nation against a policy of aggres- 
sion. The Constitution makers all knew, from either personal experience or 
close observation, the horrors and demoralizing and destructive attributes of 
war. But they were wise men and realized the forces that had been operating 
upon mankind and among nations since long before the beginning of recorded 
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history. Our forefathers, who laid the foundation of this Government of the 
people, by the people, and for the people, well knew the ambitions and covetous- 
ness that from time to time seize the rulers and ruling classes of nations. 
Wisely, therefore, did they lodge in the central Federal Government the sole 
and exclusive power of declaring, conducting, and concluding war. 

Many powers of sovereignty were left and some still remain with the several 
States. But in the interest of the general welfare and common defense the 
war-making power was placed with the one government that represents all the 
people of all the sections. This Constitution conferred upon the Federal Gov- 
ernment not only the power to declare and carry on war, but the power to 
“raise armies ” and the power to “support armies.” The Constitution likewise 
conferred on this Central Government the power to “ provide a navy” and to 
“ maintain a navy.” There is far-reaching significance in these words, to “ sup- 
port an army” and to maintain a navy.” They imply more than enlisting men 
and building ships. They imply the power to acquire by the exercise of the 
supreme and absolute sovereignty that must rest in any nation to take what- 
ever physical resources and materials may, in the judgment of the Federal 
Government, be necessary for the proper “support ” of that army and for the 
proper “maintenance” of that navy. 


NO “VETO” BY THE PEOPLE AFTER WAR IS DECLARED 


Some have argued that while the Constitution says that Congress may 
** raise armies,” it means that it may only open recruiting stations and offer 
compensation and, by a beating of drums and waving of flags, try to induce 
men to volunteer to enter the Federal Army. It has been argued that to con- 
fine the raising of a rmies to the volunteer system would be a wise and salutary 
restraint upon Congress in declaring war, so that the people, by refusing to 
volunteer, could virtually “veto” a dectaration of war by Congress. But the 
Supreme Court of the United States has in several cases solemnly and un- 
equivocally sustained the power of Congress to reach, with supreme and sov- 
ereign hand, and “take,” by selective-service draft, such human instrumentali- 
ties, either men or women, as the Congress may in the exercise of its power 
declare to be essential to the raising of armies in order to provide for the 
common defense. 

By the same reasoning, by the same inescapable logic, it must follow that the 
power to “support” the armies thus raised is unlimited and unrestrained, and 
may be exercised at the uncontrollable discretion of Congress. It therefore 
remains only for the Congress, with the approval of the President, to say how 
these armies, raised to defend the Nation’s life, shall be supported. 


POWER TO “ TAKE” WAR SUPPLIES 


Heretofore the usual policy of the Government in the supporting of armies 
has been the “volunteer system.” People have been begged and cajoled into 
buying bonds essential to finance armies in the field. By the same reasoning 
it has been argued that to leave the supporting of armies upon this volunteer 
basis would amount to leaving with the people the “ final veto power on war.” 
Congress may declare the war, and may, by a selectitve-service draft, so formu- 
lated as to produce the least dislocation in the industrial and social life of 
the Nation, take those persons that may be best spared from the homes and 
the farms and the factories and the professions of the Nation; yet after the 
armies have been “raised” and are in the field and are at the front and are 
facing the foe they may be totally paralyzed by the failure of the people buck 
home to “ volunteer” sufficient funds to continue the fight. Such contemplation 
sickens the heart of the genuine patriot. The same power that gives Congress 
the right to “take” the man from his family and from his farm and from his 
factory gives Congress the right to “take” such of the produce of the farm and 
such of the product of the factory as may be necessary to “support and main- 
tain ” the soldier in camp and in field and in trench. 


PRUDENCE AND CAUTION IN DECLARING WAR 


As Americans we believe in and insist upon freedom of opinion and freedom of 
expression of opinion, either by mouth or by the press. There should ever be 
the amplest discussion in Congress and in the country before war is com- 
menced. All groups of opinion should be tolerantly heard. The President and 
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the Members of Congress should solemnly contemplate all the possible conse- 
quences of an entry into war. They should patiently and prayerfully seek to 
avert war. Only actual defense of our physical integrity or of our national 
principles and honor, which are more than life itself, should ever provoke us 
to war. God has been good in gathering some of the choice pioneer spirit from 
many nations and planting them upon this new continent, free from the tradi- 
tions and customs of the feudal nations, and in permitting them to develop 
here a civilization unrivaled in power and in variety in all the annals of time. 
The President and the Congress should and do contemplate the fact that the 
nations of the whole world are becoming so interrelated by commerce and com- 
munication as to make it practically impossible to localize war. The war 
from 1914 to 1918 is universally described as the World War, and yet it may 
be fairly concluded that its vast proportions will be far exceeded by the next 
clash among the nations. Like a prairie or forest fire, when once the fury of 
war commences no limits can be set, no bounds prescribed, no time fixed, and no 
measure set. 
WAR, ONCE DECLARED, BINDS EACH AND ALL 


But after all voices have been heard in the Nation, after the President, with 
full realization of the responsibility, has pronounced the situation such that 
wir alone is the answer; after the Congress, conscious of direct responsibility 
to the people, shall have declared war, then, in my humble opinion, the case is 
foreclosed, judgment has been rendered, the matter has had its day in court, 
and henceforth no man dare deny his individual obligation to contribute to the 
utmost limit of his power, either by direct participation as a soldier or by 
direct contribution to the material and financial support of the Army and Navy. 
From the very moment that Congress, representing all, declares war it binds 
every citizen, whatever may be his private and individual judgment of the 
merits. It becomes the law of the land, and henceforth the only course for 
every person is to help to fight it through. There must be no * vetoing ” of this 
war-making power in Congress. If adequate volunteers do not rush to the 
colors, the country may “command” her sons and daughters and “ compel” 
them to go. If adequate resources are not voluntarily contributed, then by the 
same power, for the same purpose, the Congress can “take” whatever the 
Army and Navy may need in order that the full force of the military power may 
be exerted. 

JUST COMPENSATION FOR ALI PROPERTY TAKEN 


But we are reminded that one part of this very same Constitution, to wit, 
the fifth amendment, declares that private property shall not be taken for 
public use without just compensation therefor. When properly understood, the 
fifth amendment offers no obstacle to the war-makihy power of our Government. 

It does not provide that private property shall never be taken for a public 
purpose but merely prescribes that payment shall be made therefor. Such pro- 
vision ix wise and just. It would be manifestly unfair to take one man’s 
factory, or one man’s railroad, or one man's coal mine, or one man's farm, or 
one man's steamboat and use the same in carrving on war and make no ade- 
quate compensation for the use thereof, while other citizens, under equal obliga- 
tien to help carry on war, have their factories, or their railroads, or their coal 
mines, or their farms, or their steamboats untouched and unharmed. But the 
fifth amendment does not say that the property shall be paid for * before” its 
use, and merely provides that at some time “just ” compensation shall be made. 
Therefore, in the emergency, whatever property is needed may be taken, and 
taken instantly, and thereafter just compensation made, and that compensation 
must be “just” not only to the owner but also “just” to the publie that pays. 
“ Justice” means fairness and reasonableness under the cireunstances, There- 
fore justice requires that no fabulous, fictitious, and inflated war-time prices 
shall be paid for property taken and used. The same principle was applied 
in making just compensation for “man power” during the recent World War. 
Congress had prescribed the monthly pay for soldiers to range from $30 a month 
upward. But after the war good conscience and justice. not legal obligation, 
declared that such compensation Was inadequate. and, after much discussion, 
Congress passed legislation to adjust and pay additional compensation for the 
services of the soldiers, There was no constitutional obligation to do this, 

Congress may draft the soldiers without providing one single cent of coni- 
pensation, even during the period of service. But would Congress do such an 
unjust thing? Members of Congress know that they are answerable to the 
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soldiers, and under our system of government the voice of the people is finally 
supreme. Therefore the provisions of the fifth amendment merely conform to 
the ideals of republican institutions and demand a just exercise of the war- 
making power. 


EQUALIZE BURDENS OF WAR THROUGH “ POWER TO TAX” 


But Congress has another power, unrestrained, unlimited, both in war and in 
peace, and this power may be exercised to insure justice in distribution of the 
burdens of war. It is the power to levy and collect taxes. It is a fact that 
many do not realize that about 40 per cent of the revenue raised and expended 
by our Government during the period of the recent war was raised by taxation. 
Many conservative and experienced and well-informed men who had intimate 
contact with the administration during the war have expressed the opinion 
that if there had been no inflation of prices, if a peace-time average of prices 
had been maintained by force of law during the war, the money cost of the war 
would have been reduced by at least one-half. The average price level of all 
commodities during the World War was nearly two and a half times the 
average peace-time price. Bringing these two facts together, we find that if 
prices had not become so much infiated we could have financed the war merely 
upon the taxes that were collected and without the issue of a single bond; and 
if we had done so we would have been to-dav debt free and would not have a 
mortgage in the form of bonds upon the earning power of the people of this 
country aggregating more than $20,000,000,000 that will require the labors of 
two or three generations to discharge. 


NO DRAFTING OF LABORERS 


There has been much confusion of thought and much loose and ill-considered 
utterance in connection with the subject of what is commonly described as 
“universal draft,” and “universal mobilization,” and “drafting of wealth to 
make war,” and other phrases of like import. Some, with sweeping and irre- 
sponsible generalization, have declared that the whole Nation, with all her 
resources, must be instantly militarized, that martial law must prevail every- 
where, and that men and women, old and young, even children, with all that 
they have, must be considered as in one mighty camp, subject to military 
discipl ne, to do and to give whatever those in authority may direct. Some 
have leveled their anathemas at men who labor with their hands and have 
heretofore received wages of eight and ten and fifteen dollars a day for work 
as civilians, while soldiers were suffering and dying in the trenches at a dollar 
a day. Others have directed their maledictions at the wholesalers and fore- 
stallers and engrossers and speculators and manipulators who cornered the 
market for essential commodities and demanded and received fabulous prices 
and profits, became millionaires in a day, and thus capitalized and commercial- 
ized the calamity of war and grew rich out of the necessities and sacrifices and 
sufferings of the Nation. 

I feel compelled to say that progress in the direction of legislation, look.ng 
to a fairer and more just and more equal distribution of the hardships and 
inconveniences and sufferings of war, has been delayed by reason of the 
excessive claims and demands of some of the advocates of such legislation. 
Personally, I believe it would be unwise and imprudent and impracticable to 
undertake the conscription and militarization of manual laborers, whether for 
use upon shipbuilding, or housebuilding, or road building, or factory working, or 
farm working, or elsewhere. It is my belief that only the fight:ng forces and 
those agencies directly contributory thereto, such as medical, quartermaster, 
etc., should be taken from the civilian population by selective-service draft. 
To do otherwise would greatly dislocate, and might paralyze industry, mining, 
and agriculture. The military authorities would not and could not Know how 
to distribute the workers among the factories and farms.. The psychological 
factor must not be ignored. Human beings are not machines. They have 
feelings and thoughts. There are limits beyond which they will not endure. 
The overwhelming majority of the people must first be convinced that a war is 
just and worthy of any sacrifice, even death, and then, when it is declared, 
public opinion, as well as force of law, will compel the acquiescence of any 
small dissenting minority into conformity with the plans and efforts of the 
Nation to raise and support and maintain the armies and navies. 
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NO MILITARIZATION OF INDUSTRIES 


In like manner enthusiasts and idealists have maintained that all the mate- 
rial property and all the financial resources of the Nation must be instantly 
poured into a mighty national war hopper, there to be employed as military 
experts may determine necessary in the conduct of war. Such a proposition 
is preposterous to practical minds. The men who in peace time have built and 
operated industries can operate them more efficiently in war than Army officers 
can. They know how to manage labor in order to get the most satisfactory 
results, If all property were appropriated and commandeered and dumped into 
the war machine, of course, there would be no incomes to be taxed, and, conse- 
quently, no source of revenue wherewith to pay that just compensation required 
by the fifth amendment to the Constitution. 


A SANE PROGRAM OF JUSTICE 


Then what is a fair and reasonable program for the conduct of war so us to 
bring about a more just and equal distribution of the burdens of war? We 
believe that the war is the whole Nation’s business. It is not the affair merely 
of those in the Army or the Navy. The soldiers and sailors have no more at 
stake than the civilians back home. The war is everybody’s business. If the 
cause of the war is not such as to justify a contribution to the limit of his 
qual fications and capacities and resources by every citizen, then we ought not 
to he in the war, and Congress should carefully consider this aspect of the 
problem before declaring war. But this equalization can not be theoretically 
and mathematically exact and ideal. 

It is a practical world we live in, and war is an abnormal condition and, 
fortunately, very occasional and temporary and should be so conducted as to 
result in the minimum of dislocation and demoralization of the existing order 
of things. Therefore, in addition to the exercise of the power of drafting sol- 
diers and sailors by selective service, and in addition to the power to com- 
mandeer and take necessary physical property without delay, subject to 
consequent Compensation, there are two outstanding measures that should be 
taken at the outbreak of another war. We should have our minds made up in 
advance on these matters and, if possible, the outlines of general legislation 
should be placed upon the statute books now and we should not wait until the 
heat and excitement and the tumult of war in order to legislate. The first 
of these is the stabilization of all prices. This ean and must be done by the 
fiat of law. Only the emergency of war could justify such an artificial and 
unnatural mandate. 


STOP PROFITEERING BY STABILIZING PRICES 


The stabilization of prices as contemplated by those familiar with the details 
essential to carry out this program of seeking to equalize the burdens and 
inconveniences of war is not price fixing as ordinarily understood. It does 
not mean picking out different commodities and prescribing by statute the 
prices for which the same may be sold. But it does mean taking the prices 
of all commodities as they are found and ascertained to prevail in a free 
market at a fixed date, say, 90 days before the declaration of war, and pre- 
scribing that the prices so prevailing shall be observed in transactions between 
citizens and in transaction of citizens with the Government. 

This is fair and just, The price of any commodity is a relative matter, 
economically considered. The real price is the quantity of commodity or service 
that must be given for a given commodity or the quantity of service or com- 
modity that may be received for a given commodity. The excuse made during 
the war for the pyramiding of prices was that the raw material and labor, 
rent and interest, and other factors going into other commodities had risen 
and were continuing to rise, and, in order to meet these rises, the prices of 
manufactured articles must be raised, In turn, labor contended that what it 
had to buy and the rents it had to pay had gone up and it must have more 

yages, The merchants claimed that not only had commodities advanced but 
store rents advanced, clerk hire advanced, and taxes advanced, so that they 
must increase prices. These retail prices again, in their turn, affected the 
wages of the laborers and the prices of raw materials. So this vicious circle 
swung rapidly around, rising constantly higher and higher, to the terrific peak 
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of more than 250 per cent of normal prices. The stabilization of prices will 
eliminate such excuses fur price boosting, and the result will be equality and 
fairness to all parties concerned. 


“ PAY-AS-YOU-FIGHT ” PROGRAM 


The next step that practical men, bent upon seeking, so far as possible, the 
ideal of justice among all citizens in the duty to make and carry on war, is to 
understand in advance that taxes, heavy taxes, burdensome taxes, will be 
imposed to meet the current expenses of the war. The slogan should be, as 
far as possible, to “pay as you fight,” so that as the soldier sacrifices time 
and blood and life in carrying on at the front, the taxpayer back home, con- 
ducting his business, living with his family, shall contribute from his substance 
the material things necessary to satisfy the current demands of the fighting 
forces. 

The issue of bonds to finance the war should be reduced to a minimum, if 
not entirely eliminated. Undoubtedly the tremendous inflation of credit and 
currency and prices during the World War was due in part to the stupendous 
issue of bonds. These bonds were largely carried by being floated at the banks 
and the credit and currency of the people were almost doubled. But some 
may protest that to stabilize prices would eliminate war profiteering, and to 
eliminate bond issues would prevent inflation, so that there would be no un- 
usual stimulus to business and, in fact, there might be an apparent stagnation, 
thus resulting in a diminution of incomes, which, in turn, would result in a 
diminution of income taxes, and, if the war should be financed as fought, taxes 
might be so heavy as to amount in fact to a capital levy. That chain of argu- 
ment is considered by its makers as reducing the pay-as-you-fight proposition 
to an ad absurdum. But I refuse to be frightened by the thought of even 
a capital levy in order to carry on war. At most, it can but mean that a very 
small percentage of the existing capital reserves of the people shall be taken 
for the extraordinary and urgent needs of the Government in time of war. 


HUMAN LIFE HIGHER THAN MATERIAL PROPERTY 


Does not the man at the front, and all those under arms cooperating with 
him to make his fight effective, submit to a capital levy to a very real and even 
terrific degree? The best part of the assets and capital of the young man is 
his body, his health, his time—yea, his life. In order to defend the Nation, 
in order to make it secure to every man and woman within its bounds, in order 
that all may equally enjoy the blessings of this Nation, the strongest and best 
of our young men are called out to give in unstinted measure the riches and 
vested rights of health and strength and life. 

Is it fair, is it just, is it in conformity with that fundamental American con- 
ception of equality of rights and equality of obligations, that some of our citi- 
zens should be called upon to give their all to defend the Nation’s rights and 
life and others, at the same time, be not called upon to make a sacrifice of a 
small proportion of accumulated capital’ I recall these words from the in- 
augural address of President Warren G. Harding. March 4, 1921: “There is 
something inherently wrong, something out of accord with the ideals of repre- 
sentative democracy, when one portion of our citizenship turns its activities 
to private gain amid defensive war while another portion is fighting, sacri- 
ficing, or dying for the national defense.” 


JUSTICE A FACTOR IN NATIONAL DEFENSE 


To make effective such a program tending toward a just and fair distribu- 
tion of the burdens of war is the greatest step in the scheme of national de- 
fense. It will mean that all the resources of the Nation will be directed 
instantly upon the outbreak of war to the making and guthering of such a 
combination of human, material, and financial resources as must be well nigh 
irresistible. Further, it wili mean that, among the men who are fighting and 
directing, among those sacrificing and suffering, there will not rankle that 
sense of injustice and of unfairness at the thought that others are not only 
escaping from the obligations of such a service but are actually commercial- 
izing the Nation’s needs and profiteering upon the Nation’s peril. There is 
an inherent and indefinable consciousness in every human breast of what is 
just and fair and right. Education may clarify its definition, but can neither 
create nor destroy its existence. 
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“ PAY AS YOU FIGHT” AND NO PROFITEERING INSURES PRUDENCE 


While this program of invoking all the resources of the Nation to cooperate 
in one combined effort of war when war is inevitable insures military efficiency, 
yet it is at the same time one of the surest guaranties that our Nation will 
never embark upon an aggressive and unjust war. We are a peace-loving people. 
We know that we may best accomplish our mission to build up a great Christian 
civilization for the blessing of our own people and to serve as a shining ex- 
ample to all others only while peace prevails. But we are vividly conscious 
of our obligation to the ideals of the Republic. We feel that these ideals can 
only be achieved under conditions of undisputed national security. Much as we 
love peace and will insist to the limits of patience upon its preservation, yet, 
as a practical people knowing the plain lessons Of history and the teachings 
of bitter experience we refuse to live in a fool's paradise and to bury our heads 
in the sands of a false sense of security. But the program here outlined, of 
no war protits and of heavy war taxes, will prove an eflicacious deterrent to 
the rash and ill-considered agitation of chauvinists and militarists. It will 
compel certain great financial interests thar control the mighty metropolitan 
dailies to think carefully and to speak mildly in crucial times. If the capital 
that controls newspapers knows that it can not profit and may suffer some of 
the burdens of war, it will be cautious and prudent in editorial utterances. The 
man on the street who knows that he is untit by age or physical intirmity to 
bear a soldier's part in war will restrain his tongue and no longer agitate for 
war if he realizes that he must contribute of bis substance, even to the point of 
sacrifice, in order to carry on the war. 


RIGHTEOUS WAR OF DEFENSE 


With all selfish motives of pride and profit by war eliminated, with the 
hysteria aná delirium of war excitement checked and restrained by the thought 
of heavy financial burdens. we miiy feel sure that one motive, and one motive 
only, may ever impel the geod people of this great Republic to take up arms 
agninst another nation. That motive will be the defense of either the physical 
integrity or of the international rights of the Nation. With a war caused 
by and based upon such a condition, with a situation confronting all the people 
that means either supine submission to a foreign will or fighting in defense 
of the nation’s rights and life. there can be no question but that any war 
declared by Congress will be a just war. Being just, being righteous, be ng 
hacked by the heart and conscience of the overwhelming majority of the people, 
the law of selective service for human beings and a law to prevent profiteering 
by the stabilization of prices and to require the equitable contribution of the 
sinews of war by those having capital will not be a heartless mandate to com- 
pel the sullen obedience of the people to a harsh war program, but will be 
merely the legal measure of what all the people will cheerfully do to defend 
the Nation's cause. 


A NEW AMERICAN SLOGAN 


Therefore, are we not justified in advancing one step further in the crystal- 
lization of national ideals into well-remembered phrases that express the heart 
and soul of Americanism? For more than 125 years American citizens of all 
sections and of all parties have acknowledged that the essence of American 
institutions finds a voice in the phrase: “ Equal rights to all and special privi- 
leges to none.” To that incomparable expression of the peace-time policies 
of our Nation let us now, while the lessons of the late war are still fresh in 
every mind und heart, write upon the statute books of this Republic laws 
looking toward the equalization of the obligations and hardships of war, and 
phrase this other epitome of the American war-time policy thus: “ Equal 
burdens and equal sacrifices for all and special privileges and spectal profits 
to none.’ 


(The commission thereupon adjourned subject to the call of the 
chairman.) 
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The commission met at 10.30 o'clock a. m. Wednesday, May 13, 
Senate Office Building, Washington, D. C., Hon. Patrick J. Hurley 
(chairman) PIDE 

Secreta URLEY. The first witness is Hon. Frederick H. Payne, 
Assistant Secretary of War since May 6, 1930; major of ordnance and 
district ene officer, 1918; member of the Bridgeport district 
claims board, 1919; and now lieutenant colonel of the Officers’ 
Reserve Corps. 


STATEMENT OF HON. FREDERICK H. PAYNE, ASSISTANT 
SECRETARY OF WAR 


Secretary Payne. The responsibility of the Assistant Secretary of 
War under the national defense act involves the Army’s business or 
commercial activities both in peace and war. That act specifically 
charges the Assistant Secretary of War, under the direction of the 
Secretary of War, with “supervision of the procurement of all mili- 
tary supplies and other business of the War Department pertaining 
thereto and the assurance of adequate provision for the mobilization 
of matériel and industrial organizations essential to war-time needs.” 

This statutory mission involves the development of a suitable 
organization and systematic methods for purchasing promptly and 
economically the enormous quantities of supplies necessary to the 
Army to permit the rapid expansion a grave emergency would re- 

uire. Procurement of Army supplies remains a responsibility of 
the War Department in peace and in war. The law also imposes on 
my office the responsibility of evolving plans designed to assist a 
war-time President in mobilizing our economic resources and in 
unifying our national industrial effort. This task is obviously one 
that can not be carried out by the War Department alone. The Navy 
Department in particular must share equally with us this duty. 
Through cooperative effort, the two departments, assisted by many 
other agencies and individuals, are developing plans that we believe 
are adequate to the purpose. These plans include provisions for 
setting up an organization, basically civilian, through which the 
President will be enabled to carry out this duty. The War Depart- 
ment, in an emergency, will turn over these particular plans to the 
civilian organization so set up, which will then, under the President, 


have full responsibility for their execution. 
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The intimate relationship existing between these tasks and those 
features of the commission’s work that involve profiteering and the 
distribution of war’s economic burdens is apparent. In recognition 
of this relationship, my office, upon request of the commission, last 
February furnished to each member a copy of a general plan out- 
lining the basic principles and considerations observed T planning 
personnel in the War Department. That document is the basic guide 
upon which are built up the many subsidiary plans of the Army’s 
supply services, and as such is in constant and dal use. As stated 
in that study, the details of the organization and methods proposed 
therein were not to be considered as expressing the final opinion of 
the War Department, but rather as representing the conclusions 
reached up to the moment the general plan was assembled. Since 
that date, based upon suggestions received from many sources, a 
limited revision has been made to clarify some portions of the text, 
and to moud.fy certain others. In view of this, if the commission so 
desires, my cffice will Le giad to replace the copy now in the posses- 
sion of each member by a copy of the later edition. This edition, 
like the former, will continue subject to revision whenever the desir- 
ability therefor is indicated. 

At this point I want to emphasize the importance of constant 
revision in the development of plans for industrial mobilization. 
War Department operation, with respect to supply in war, would be 
limited to the design of of ment, and to the contracting for, 
Inspecting, paying for, an be the items needed. As 
stated emphatically in all our plans, industrial control in its larger 
sense can be no part of War Department responsibility. Whatever 

overnmental control is exercised over industry in war must be a 
unction of the Chief Executive, acting in accordance with the 
wishes of Congress, and through the organization I have already 
indicated. As a consequence, unless plans for industrial mobilization 
reflect substantially the current opinion of Congress, of the Presi- 
dent, and of industry, labor, and finance, they would be obsolete 
when an emergency arose and would be cast aside. They can not 
be the product of a cluistered body of students; they must represent 
the composite thought of national leaders. They are intended to 
meet the conditions of the moment—they would hardly apply to 
the conditions of the remote future except as they are sound in 
general principle. To carry out this idea we offer our plans and 
proposals to every authority that will criticize them praia le 
Any change in trend of thought as to basic organization and methods 
applicable in war will therefore be immediately reflected in revisions 
in our detailed plans. 

While the proposals of my office are closely related to the economic 
questions to be considered by this commission, yet they are but a 

art of the complete War Department program, which naturally 
affects the human as well as the material burdens of war. From 
the department's viewpoint, supply is subsidiary to military require- 
ments, and in support of military effort. Plans for procurement of 
material are based upon those for procuring men, and one side of 
the program can not be presented or considered intelligently except 
in its relation to the other. l 

For this reason General Douglas MacArthur, Chief of Staff of the 
Army, will present the War Department proposals as a unified and 
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conp program, explaining alike the appropriate plans prepared 
by the General Staff and those developed in the office of the Assist- 
ant Secretary of War. 

Secretary HurLeY. That completes your statement f 

Secretary Payne. Yes, sir. 

Mr. CoLLixs. Mr. Secretary, I should just like to ask you one ques- 
tion: The function of this office of Assistant Secretary of War that 
you fill is now generally spoken of as “ procurement planning,” is 
it not? 

Secretary Payne. That is one of the features. 

Mr. CoLLixs. That is the principal feature of it? 

Secretary Payne. Yes. 

Mr. CoLLixs. The idea of having an Assistant Secretary to attend 
to these particular duties is by no means a popular one in the War 
Department, is it? l 

ecretary Payne. I have never seen any signs but what it was. 
If it is an unpopular idea, it has been concealed from me very 
completely. 

Mr. CoLLiN8. Are not there a large number of officers in the War 
Department who feel that this work ought to be handled by the 
General Staff ? 

Secretary Paynr. Not to my knowledge. 

Mr. CoLLins. You have never heard of it? 

Secretary Payne. I have never heard it expressed. 

(Witness excused.) 

Mr. CoLLins. Mr. Chairman, I have a letter here from Bishop Mc- 
Connell, of the Federal Council of the Churches of Christ in America, 
It seems that this same letter was written to the other members of the 
commission, and along with it was sent a statement regarding the 
conscription of life, labor, and capital. 1 should like to ask that the 
secretary of the commission read that accompanying statement for 
the record. 

Secretary HurLeY. I see no objection to that. 

Mr. Montcomery. It is headed “Statement regarding the con- 
scription of life, labor, and capital. Adopted by the administrative 
committee of the Federal Council of the Churches of Christ in 
America, April 24, 1931.” 

In view of the fact that the joint Cabinet Congressional War Policies Com- 
mission is holding hearings and that it has stated that it will be glad to listen 
to the views of all who are interested, the administrative committee of the 
Federal Council of the Churches of Christ in America deems it desirable at 
this time to reaffirm its action of April 9, 1926, namely. “that any program of 
war-time conscription should be put into force only by act of Congress with 
reference to a specific emergency. The committee records the strong conviction 
that whenever human life is subjected to conscription material resources 
should be conscripted with equal thoroughness and rigor.” 

The administrative committee also makes the following additional affirma- 
tions of its convictions: 

1. While recognizing the necessity for reasonable national defense and for 
maintaining international order and international justice. we believe that the 
people and Government of the United States should concentrate thought and 
effort on the development of the spirit and of the institutions essential to world 
justice, mutual confidence and good will, common security, and world peace. 

2. We believe that the supreme need of the world is to make the peace pact 
of Paris thoroughly effective. The United States and all the nations should take 
every practicable step to accomplish this and should unitedly stress the func- 
tions of the World Court, arbitration treaties, and other institutions of peace 
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in the achievement of security. The United States will more surely establish 
its own security by exalting the significance and authority of the institutions 
of peace, which will also provide security for all the nations, and by working 
whole-heartedly for drastice reduction of armaments by all nations, including 
our own, than by perfecting extensive and elaborate war plans for itself alone. 
We believe that such plans will create suspicion and fear among the nations 
of the world and diminish rather than increase the security of the United 
States. 

3. We deplore the emphasis being placed by many on the menace of war and 
the need for expanding preparations for war at a time when the United States 
holds such a commanding position of power and natural security and is not 
in the slightest danger from aggression. 

4. We regard the adoption by Congress in times of assured and prolonged 
peace of detailed and comprehensive plans for the potential. comp:ete, and 
instantaneous war-time control by the United States Army of the country's 
industrial, commercial, and transportation systems as fraught with g.ave 
dangers to our country. 

Secretary HurLey. The next witness will be Gen. Douglas Mac- 
Arthur, Chief of Staff. General MacArthur was appointed com- 
mander of the Eighty-fourth Infantry Brigade in August, 1918; 
commander of the Forty-second (Rainbow) Division, November, 
1918, and superintendent of the Military Academy, 1919. He has re- 
ceived awards of the distinguished-service medal, distinguished-serv- 
ice cross (oak-leaf cluster), 7 S. S. C. (United States); commander 
of the Legion of Honor, croix de guerre (two palms and gold star), 
France; croce di guerre (Italy); commander of the Order of the 
Crown, and officer Order of Leopold (Belgium). 

General MacArtHur. Mr. Chairman, members of the commission, 
my statement will bear upon the requirements of the joint resolution 
under which the commission 1s sitting. 1 shall propose solutions to 
certain of the problems before you—problems which have long been 
under study in the War Department. 


Part I 
PROMOTION OF PEACE 


The first objective given in that resolution is the promotion of 
peace. Under our form of government the War and Navy Depart- 
ments are not responsible for the formulation of national policies 
affecting international relationships or internal politics. Conse- 
quently, the War Department, as an organization, has no proposals 
to make to the commission concerning them. However, it is the duty 
of the department to analyze and weigh all factors that have a pos- 
sible bearing upon the national security. We are required to study 
continuously the many questions that fall within the scope of our 
responsibilities and attempt their answers in the light of prevailing 
_conditions. 

As the passage of time thrusts our war experience further and 
further into the background of the national memory, more and more 
is forgotten the tragedy of suffering, waste, and deprivation that 
war entails. Succeeding generations tend to visualize peace as a 
certainty; armed conflict as an impossibility. But through the very 
nature of their profession Army and Navy officers are not allowed 
to forget the true meaning of war nor to fall into a state of mind 
that will permit them to contemplate with indifference or compla- 
cency the horrors of war or the possibility of its recurrence. 
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As a practical step, then, in the promotion of peace the War | 
Department strives to assist in impressing upon our own people the 
serious and terrible nature of modern war and the obligation devolv- 
ing upon every citizen and upon every resource to participate equi- 
ta ly in carrying the burdens it imposes. A widespread knowledge 
of these fundamental truths, backed by a program to insure a proper 
distribution of war’s burdens, can not fail to have a sobering influ- 
ence upon any group tempted from selfish motives to urge the adop- 
tion of national policies that might eventually result in international 
conflict. 

However, even a fixed desire of our own people to avoid war does ¡ 
not eliminate the possibility of external aggression. The depart-: 
ment holds to the belief, so often reiterated by our first President, 
that a reasonable preparation for defense is one of the best guaran- 
ties of peace, because of its deterring effect upon any government 
that might contemplate attacking us. The soundness of this belief 
has been demonstrated more than once in our own history, both 
affirmatively when we were unusually well prepared to exert 
promptly a strong military pressure, and negatively when we were 
relatively weak in this respect. 

The War Department has the task, under the authority of Con- | 
gress, of building up a defensive structure that will make hostile 
attack improbable. Ye has also the duty of making all preparation 
permitted under current congressional policy that will, in the event 
of attack, contribute to the defeat of the enemy and to the elimi- 
nation of those preventable evils that have made their appearance in 
all past wars. ad 

ile, as I have briefly indicated, War Department activities have 
some bearing upon efforts to promote peace, yet these activities 
obviously are more intimately related to the other requirements of 
the resolution creating this e In condensed form, I conceive 
these other requirements to comprise definite conclusions and recom- 
mendations to the President as to the measures necessary to insure the 
efficient and effective waging of war. 


MISSION OF NATION AT WAR 


The history and the phraseology of the resolution are such as to 
lead us, unless we are watchful, into a serious error. In our attempts 
to equalize the burdens of and remove the profits from war, we must 
guard against a tendency to overemphasize administrative efficiency 
and underemphasize national effectiveness. The objective of any 
warring nation is victory, immediate and complete. It is conceivable . 
that a war might be conducted with such great regard for individual 
justice and administrative efficiency as to make impossible those 
evils whose existence in past wars inspired the drafting of Public 
Resolution No. 98, Seventy-first Congress. It is also conceivable that 
the outcome of such a war would be defeat. With defeat would come 
burdens beside which those we are considering would be relatively 
insignificant. In all we do and in all we say with reference to pre- 
paredness and to policies to be pursued in event of war, we must 
never overlook for one moment the fact that while efficiency in war- 
making is desirable, effectiveness is mandatory. 
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I have assumed in this discussion that the commission is concerned 
principally in a possible war of sufficient moment to involve a major 
military effort by the United States. 

emergency involving no more than the Regular Army, raised 
to its full strength and perhaps strengthened by some National 
Guard units. would cause scarcely a ripple in American life and 
industry. Munition procurement would closely follow peace-time 
methods, and there would be no occasion for the application of any 
governmental control not usually applied in peace. Our plans for 
such contingencies are exact in detail, and meet every requirement 
of the situations that might arise. 

On the other hand it is conceivable that an emergency may con- 
front us which would require the mobilization of great masses of 
troops. The War Departinent classifies any emergency that would 
require the application of a selective-service system as a major one, 
and it is a possible situation of this nature that ìs visualized in my 
discussion ne morning. 

Our national-defense doctrine involves the maintenance in time of 
peace of the minimum force necessarv to hold off any aggressor 
until the country could prepare itself to wage war. This small 
standing army would also be called upon to furnish the training 
cadres for the national army and to supply competent staffs for 
- field armies, corps, and hundreds of lesser units. To-day our land 
forces are reduced to a level that requires the utmost in preparatory 
measures intended to facilitate the application of our vast resources 
to war uses, if ever this extreme action should become necessary. 

In previous hearings there has been presented to this commis- 
sion, by men who occupied key positions in our governmental 
organization, a comprehensive review of the economic and industrial 
conditions that characterized our participation in the World War. 
Assisted by some of these same men, the War Department has stud- 
led intensively the history of that conflict in its military, economic, 
industrial, and social aspects. We attempt to apply the lessons so 
derived to conditions of the present, which naturally are not, and 
never can be, the same as those of 1917. As an instance of changed 
conditions, the present organization of our land forces is totally 
unlike the one prevailing prior to the World War. To-day we have 
a skeletonized framework of a citizen army capable of absorbing 
rapidly the military man power of the Nation, whereas in 1917 we 
had to build up practically a complete organization. Similarly, on 
the material side we are to-day in intimate touch with the industrial 
structure under a plan which will enable American industry 
promptly to absorb our war requirements. Again, as Mr. Willard 
and Mr. Aishton pointed out to the commission, the railways are 
to-day far better prepared to meet the requirements of a sudden 
emergency than they were in 1917. 

The problem is thus much more than one of leisurely historical 
research—it is an intensely alive and practical process of arranging 
for the best use of the Nan assets in any emergency of the 
future—a process in which we are assisted by the experience of the 
past. 
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The burdens of war may be roughly classified as human and 
economic. To a considerable extent these burdens are occasioned 
by the diversion from normal activities of the manpower, material, 
and money required to organize, equip, and maintain essential com- 
batant forces. Time is the vital element in the problem. The neces- 
sity for speed permits no gradual absorption of the load. If careful 
prearrangement has not been made, programs involving millions of 
men and billions of dollars must be hastily extemporized. Conse- 
quent confusion, inefficiency, waste, and delays to the point even 
of jeopardizing national safety, are inescapable. Profiteering and 
other injustices are attendant evils. These are the evils the plans 
and preparations of the War Department are intended to prevent. 

Peace-time training of the armed forces is directed toward the same 
end. The Regular Army, the National Guard, and the Organized 
Reserves are developed so as to fit into a great war machine with the 
least practicable delay, and so as to impose no unnecessary burdens 
upon industry. 

I shall discuss first those phases of our plans that deal with the 
human burdens of war, pointing out particularly the measures we 
propose for equalizing these as far as it is practicable to do so. 


GENERAL MOBILIZATION PLAN 


As the basis for planning and training, the War Department has 
adopted General Washington’s precept: “ If we are wise, let us pre- 
pare for the worst.” We have a goner mobilization plan. This 
plan does not envisage any particular enemy. It contemplates the 
mobilization, by successive periods, of six field armies and supportin 
troops, or approximately 4,000,000 men. This is a force approxi- 
mately equal to that we Med under arms on November 11, 1918. 

From the standpoint of the General Staff, this general plan estab- 
lishes the basic Policies and methods of procedure for a rapid, effec- 
tive, and systematic mobilization -of the man power of the United 
States. Being arranged by successive periods, the mobilization plan 
is flexible and can be made to fit the man-power needs of any military 
situation. It forms the basis of mobilization plans down to and 
including those of a company or similar unit. It serves to instruct 
and train military personnel in the problems of mobilization and in 
the methods of meeting them. Upon it are built the secret plans to 
meet specific situations. The plan provides the basis for a continu- 
ing study of ways and means for providing the munitions essential 
to a major war-time effort. 

The speed with which effective mobilization can be carried out is 
dependent upon three factors: 

(E) The rapidity with which personnel can be procured. 

b) The length of time required to organize units and train them 

for combat. 

(c) The rate at which munitions can be manufactured and supplied. 

For purposes of planning the rate at which men can be procured 
is made the standard, and every effort is bent toward increasing the 
speed of the other two factors. 

A mobilization plan must depend on certain basic assumptions of 
fact. Upon the correctness of these assumptions depends the suc- 
cessful application of the plan. These assumptions are so important 
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that they deserve the careful attention of your commission. They 
are: 

(a) That immediately upon the outbreak of war the President will 
be given ample statutory powers to mobilize promptly and to use 
effectively the man power and material resources of the Nation and 
to make adjustments in governmental agencies so as to mold these 
resources into efficient organizations. 

(b) That a selective service act will be passed by the Congress on 
or before the first day of mobilization. 

(c) That great cantonments, such as we had in the World War, will 
not be constructed. Full utilization of Federal, State, county, and 
municipal buildings will be made as troop shelter. Where necessary, 
arrangements will be made to use privately owned buildings. 


SELECTIVE SERVICE 


Much has been said on the subject of equalizing the burdens of 
war. All statements on the subject must refer to burdens other than 
those incident to death and disability, for these can never be equal- 
ized. When a nation is called to arms a partial solution of the 
problem hes in the adoption of some general system which recog- 
nizes the hazards of war. weighs the rights of individuals against 
the needs of the state, and then fairly determines who shall fight 
and who shall stay at home. This question is one that has been 
much agitated since the World War. I believe that your commission 
must reach definite conclusions concerning it, and consequently I 
shall explain in some detail the system that has been developed by 
the joint Army-Navy selective-service committee and adopted in the 
War Department. it is a selective-service system based upon the 
following principles: 

(a) That provision of law that sets apart all able-bodied male 
citizens between the ages of 18 and 45 as the unorganized militia. 

(0) Group equalization of the burdens of war by selecting, be- 
tween the ages of 18 and 45, those ages which best fit the needs of the 

articular war. During the World War this latter range was 
initially 21 years to 30 years, both inclusive. 

(c) Individual equalization of burdens within the particular 
ranges of ages selected by means of deferments. 

(d) Deferments made by a man’s neighbors for industrial and 
humanitarian reasons only. 

(e) No exemptions. 

(f) After group selection and individual deferments have been 
made, calls to service determined by lot. 

(9) Any disturbance of the economic structure of the Nation is 
to be kept to the practicable minimum. 

Briefly, the proposed system operates as follows: 

(a) The system is administered by a director of selective service, 
assisted by a national headquarters staff, but is decentralized to each 
State to be operated within that State under the direction of the 
governor. The State, in turn, is decentralized into local board areas 
which include about 30,000 population. In sparsely settled sections 
the local board areas may include an entire county. If the system 
were invoked to-day, there would be roughly 5,000 local boards. 
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Each board will be composed of three members, residents of the local 
board areas. . 

(b) On a day set by proclamation of the President, all male per- 
sons within whatever ages he may designate (excepting certain ones 
of the Diplomatic and Consular Service, and those already in mili- 
tary and naval service) will register at their respective voting 
precincts, 

(c) The local board then sends to each registrant a questionnaire. 
This is designed to give the local board information on the regis- 
trant’s physical condition, any dependents he may have, his occupa- 
tion, his religious convictions against war, and his citizenship. In 
it he may make claims for deferment. 

(d) Fron the information thus obtained, the local board will 
classify each registrant into one of four classes, as follows: 

Class I. ‘Those immediately available for induction into the 
public armed forces. 

Class II. Those whose induction is deferred because of the 
importance to the Nation of the service they are rendering in 
civilian life. 

Class III. Those whose induction is deferred because they 
have dependents, under the meaning of the regulations, mainly 
dependent upon them for support. 

lass IV. Those who are deferred from service by law, or 
whose induction, for obvious reasons, would be undesirable. 

(e) The registrant may appeal from his classification to a district 
board of appeals, one of which will have been set up in each Federal 
judicial district. 

(f) While not a part of either the Army or Navy, close liaison is 
maintained with them by the director of selective service. With this 
liaison, the director will know weeks in advance the calls which he 
will be required to fill. 

This system will provide, say, within the ages of 21 and 30, as 
used in the World War, a reservoir of 11,000,000 registrants. A 
rough estimate, without taking out the volunteers, indicates that 
from the registrants will come a Class I of 4,000,000 men. This 
number will supply the Army and Navy with sufficient man power 
Mn the volunteers in ages 18 to 21) to meet the mobilization plan 

or the first 12 months. Annually there will be an accretion of 
PE 800,000 young men who will have arrived at the ago 
of registration and who will be taken up and added to the rolls. 
This class will produce a large percentage of fighting men. 

From the viewpoint of your commission, the matter of deferments 
is of paramount importance. It directly concerns the problem of 
equalizing the burdens of war. As stated before, deferments are 
contemplated. They can not be avoided. If the selection of a certain 
able-bodied man would cause his invalid wife and three small chil- 
dren to become public charges, it is evident that the public interest 
will not be served. Other sımilar cases can be imagined, and in the 
event of war many thousands will occur. Because of their knowledge 
of local conditions, the local boards will be able to render acceptable 
judgments in cases of deferments involving humanitarian considera- 
tions, and so tend to equalize the burdens locally. 

Deferments involving industry will be more difficult. As in the 
World War, differences of opinion will arise. They are inevitable. 


> 
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Even with the closest possible liaison between labor, industry, and 
the selective-service system, it will be at times impossible for all to 
agree as to what industries and factories are essential. After these 
decisions have been made and disseminated, the questions as to 
whether a certain man is more essential to industry than to a combat 
organization will still involve factors about which there can be no 
unanimity of opinion, especially in the early stages of the war before 
Her ice for men deferred to industry can be trained. For the 

e of preserving high national morale, the local boards, supplied 
with vital information, must be permitted to act in accordance with 
the particular situation which confronts them. 

With 5,000 local boards engaged in selecting fighting men. mistakes 
are to be expected. But most of these mistakes can be corrected. 
There are no exemptions, and a deferment once made is not final. 
In fact, deferments change with conditions, and any man can be re- 
classified and called when circumstances require. The War Depart- 
ment believes that the system, while not perfect, is sound and will 
result in a generally satisfactory compromise between the needs of 
the Army and Navy and those of industry. With the passage of 


. time and longer study of the relation between industry and selective 


service the proposed system will be improved and refined. 
PROCUREMENT OF MUNITIONS 


As previously stated, the basic general mobilization plan has set 
up not only requirements in men, but material requirements as well. 
Six field armies are composed of corps, divisions, brigades, and 
smaller units, and must be supported by other organizations. Each 
organization requires its particular unit equipment of rifles, guns, 
wagons, trucks, and so on almost ad finitum. Each soldier must 
have shoes, coats, and a multitude of the other accessories of the 
fighting man. Just as the number of soldiers required during suc- 
cessive periods, beginning with the first day of war, has been esti- 
mated for, so has the number of all items of equipment. This infor- 
mation, in the requisite detail, has been furnished to the Assistant 
Secretary of War. It forms the basis of the industrial researches 
made by that official, whose aim it is to insure the procurement of 
all items in the quantities and at the times indicated by those respon- 
sible for conducting combat operations. The matter of procure- 
ment is one demanding constant study, revision, and compromise. 
If it can be shown that the demands of the military for certain 
items can not be met because of too stringent aT E ond. then 
the specifications must be modified. If facilities for the manu- 
facture of certain items are extremely limited, and probably in- 
capable of meeting full war-time needs, then acceptable substitutes 
must be devised and authorized. The general need for supplying 
the armed forces within reason with necessaries, and the subsidiary 
problems growing out of that need, have engrossed the various 
divisions of the War Department for years. Those of the Assistant 
Secretary of War are so important, and bear so directly on that 
of your commission, that they deserve much consideration. I wish 
to emphasize particularly the importance of the various items of 
ammunition. Here are commodities produced in small amounts, or 
not at all, in peace time, which must be furnished in almost unbe- 
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lievably large quantitics in a major emergency. Furthermore, the 
production and handling of ammunition and its explosive compo- 
nents by hastily trained personnel involves hazards comparable with 
those in the zone of combat. 


Part 11 
INDUSTRIAL PLANNING 


At this point we bring up that phase of War Department activity 
which in all its parts, directly or indirectly, affects the distribution 
of economic burdens in war. 

The national defense act specifically charges the Assistant Secre- 
tary of War with the supervision of the procurement of all military 
supplies and other business of the War Department pertaining 
thereto, and the assurance of adequate provision for the mobilization 
of matériel and industrial organizations essential to war-time needs. 

The task imposed by this legislative directive is no simple one. 
It is easy enough to make the obvious generalization that every mate- 
rial thing and industrial agency shall, in the event of war, serve the 
State equally with the soldier who bears a rifle in the field. The 

roblem consists in making all the prearrangements necessary to 
insure effective use of material resources in war. The system evolved 
must incorporate the views of the Army, the Navy, and of industry, 
and must receive the approval of Congress and of the President. 
The ramifications of the prearranging process are almost endless. 
There are demanded constant study and research. Every progressive 
idea whose apparent worth stands the test of complete analysis must 
be given its place in a concrete and living plan that is in consonance 
with all other preparations. 


RESULTS OF FAILURE TO PREPARE 


During the hearings of last March your attention was frequently 
invited to the lack of industrial preparation prior to our entry into 
the late conflict. Failure to provide for a coordinated purchasin 
sie in the War Department has been rightly blamed for much o 
the difficulty that made itself felt in the early months of the war. 
Moreover, a comprehensive program for effecting the unification of 
American industrial effort had to be slowly and tediously developed 
as the war progressed. Experience in modern war has demonstrated 
that lack of adequate plans for industrial mobilization and for War 
Department procurement is the source of many evils in war, among 
which may be listed: 

Delay in the procurement of necessary munitions, perhaps even to 
the point of jeopardizing national safety. 

ack of knowledge concerning the amounts of supplies needed, 
causing waste of resources in overproduction on the one hand and a 
shortage of essential items on the other. | 

Lack of knowledge concerning the most logical places for munition 
production, resulting in improper distribution of the load and causing 
congestion, difficulties in transportation, inefficient use of resources, 
and local and finally general upsets in the price structure. 
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Uncoordinated purchasing by many Government agencies of tre- 
mendous amounts of supplies, encouraging competition among these 
agencies, and inevitably resulting in further maladjustments in the 
price structure. 

Inequitable distribution of war’s economic burdens. 


TWO GENERAL CLASSES OF INDUSTRIAL PLANS 


This phase of War Department planning activity deals with two 
related. vet fairly distinct, problems. The first comprises arrange- 
ments for purchasing Army munitions in emergency, a task that must 
be carried out in war by the War Department itself. The second is 
to develop, in cooperation with the Navy, and other interested 
agencies, organizational and functional plans to assist the President 
in controlling America’s productive assets in war, a responsibility 
with which, after anv emergency begins, the War and Navy Depart- 
ments will have no direct connection. 

I particularly ask you to observe this line of demarcation during 
the remainder of my discussion, since its clear perception is necessar 
to an understanding of the War Department’s preparatory or 
affecting industrial matters in war. 


BASIC CONSIDERATIONS IN PREPARATION OF ARMY PROCUREMENT PLANS 


-Plans for Army procurement are based upon the following general 
principles: 

(a) Provisions for procurirg equipment must be detailed and 
exact and essential production must begin immediately upon the 
outbreak of war. 

(6) Army procurement must be coordinated with that of the 


avy. 

ie) The least possible disturbance must be caused in the normal 
economic life of the country. The production load must be intelli- 
gently distributed to all parts of the country. 

(d) There must be no competitive bidding by Government agents 
for the products of industry. 

(e) Personnel must be secured and trained to build up the highly 
specialized contracting, inspecting, and fiscal services that will be 
necessary to the Army in war. — | l 

(f) To the greatest extent possible industry must receive actual 
experience in unusual production tasks. 

t is obvious that if these things can be accomplished oppor uniiy 
for profiteering will be minimized and the distribution of economic 
burdens will be facilitated. 


DEVELOPMENT OF ARMY PROCUREMENT PLANS 


In order that the commission may form conclusions as to the 
influence the procurement methods we are developing will have on 
the distribution of economic burdens and the elimination of profiteer- 
ing, I shall sketch briefly the procedure being followed. _ 

Rom the standpoint of the combat arms military supplies classify 
themselves into several rather well-defined groups. Each of the 
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Army’s supply services is held responsible for the procurement of 
one of these groups. 

The necessity for this specialization and decentralization in Army 
supply is rad evident to a student of military matters. A large 
proportion of the thousands of items needed by troops consists of 
highly technical, noncommercial articles. A single item may in- 
volve the products of many industries, and supplies must be delivered 
to troops in balanced lots, at exactly the time and place needed. In 
the aggregate, Army supply involves the whole ramification of in- 
dustry. These supplies are needed in such volume that the actual 
work of procuring, transporting, and delivering each important class 
to the combat troops must be performed by a group of specialists. 
Firm centralized control is exercised—decentralized operation is 
essential to success in war. 

As the initial step in the development of the plan each procurement 
service computes the schedule of procurement it must attain in each 
of the items for which it is held responsible. While statistics have 
been compiled to show that in the World War our shopping list con- 
tained 700,000 different items, this figure included many component 
parts and relatively nonessential articles. The vitally essential list 
now includes about 4.000 articles complete for issue. 

A so-called industrial survey is conducted to learn what items each 
plant is best suited to produce. Capacity of each plant is carefully 
estimated in order to determine possibilities of procurement. Assist- 
ance in this work is obtained from existing governmental agencies, 
from trade associations, and, in the individual plants, from the actual 
plant executives. Approximately 15,000 large facilities have been 
surveyed. 

To each selected plant there is assigned in our plans a definite task 
to be undertaken in emergency. The task so assigned does not in- 
volve more than 50 per cent of the normal capacity. This provision 
will effect a wider distribution of the production load and will per- 
mit each plant to maintain on a reduced basis normal commercial con- 
tacts, thus minimizing disturbance both at the beginning and at the 
end of a war. It provides a widely diversified and distributed 
reserve of production. 

Necessary plans with respect to raw materials, labor, power, manu- 
facturing facilities, and transportation are developed to insure the 
delivery of needed finished items. 

Plans are also made to build up promptly the Army’s procurement 
organization to the required strength. 


IMPORTANT FEATURES OF THE PROCUREMENT PLAN 


Some of the most critical features in the Army procurement plan 
are those of allocation, preparation of description of manufacture, 
preparation of plans and studies affecting raw materials, devising of 
adequate contract forms, and the selection and training of personnel. 
These subjects I shall discuss briefly to demonstrate their relation to 
the problems this commission is considering. 


ALLOCATIONS 


We plan to base war-time procurement upon allocation rather than 
upon the competitive-bidding standard properly prescribed in peace. 
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By allocation I mean the assignment of a definite list of facilities to 
each procurement agency to supply its needs. The Navy Department 
has given its approval to this plan, and by agreement between both 
departments those plants set aside to produce for one are not ap- 
proached by the other. Under joint agreement certain plants will 
serve both. The advantages offered by this system are many: 

(a) It is the only method that permits exact prearrangement for 
production of munitions. The aggregate of the production tasks as- 
signed in peace make up the complete initial requirements of the War 
Department. 

(6) Orderly distribution of initial war production can be effected 
in times of peace. Any other system would throw this load hap- 
hazardly upon the country in an intensive purchasing campaign 
when time is at a premium. 

(c) Each plant is forewarned of the task it will be expected to per- 
form, and can make some preparation to meet it. Essential produc- 
tion can be initiated with the least practicable delay. 

(d) Competitive bidding among various agencies for the output 
of a single plant is prevented. 

(e) Prices will be determined by negotiation, controlled by the 
knowledge, obtained in peace-time planning, of the items that make 
up costs and by all information that can be collected by the Govern- 
ment. A contractor refusing to take a contract at a fair price would 
be in a most unenviable position in war. The type of contracts de- 
ate to assure fair treatment to all will be described later. 

believe the commission should give the weight of its approval to 
the continuance and further development of this system. 


DESCRIPTION OF MANUFACTURE 


Many articles required by the Army in war are not ordinarily pro- 
duced in this country, and manufacturers have no prior knowledge 
of the applicable production methods. Complete drawings and spec- 
ifications are necessary to define any given article to a producer. Ex- 

erimentation and actual production at Government arsenals and 
aboratories are conducted to develop this information, which, when 
properly assembled, is called a description of Manufacture. The re- 
sults are preserved in the form of models, drawings, and specifica- 
tions, lists of operations and factory layouts, summary of machines 
ae personnel required, and drawings of necessary jigs, dies, and 
xtures. 

The importance of this type of preparation was emphasized by Mr. 
Coffin as well as by Mr. Ferguson. This work is being done as fast 
as time and funds will permit. It produces, as a valuable by-prod- 
uct, a force of trained mechanics that may be used as Government 
inspectors or as instructors for others in time of war. 

Another method through which these same results could be ob- 
tained would be through the placing of educational orders, a subject 
also discussed at length before the commission by Mr. Coffin. These 
have not been authorized by Congress, but are most essential for 
certain technical items. 

An educational order is a contract placed, without advertising, for 
« limited quantity of a desired technical article, with any selected 
facility. their use in peace would be of real advantage in hastening 
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production in an P The selected facility would gain actual 
experience in producing the article that it would be called upon to 
produce in war. There would be prepared a complete description of 
manufacture for the use of the United States, and there would be 
maintained by the plant a complete set of dies, jigs, and fixtures per- 
taining thereto. 


PLANS AND STUDIES AFFECTING RAW MATERIALS 


While the United States is economically the most nearly self-con- 
tained of any of the great nations, there are certain of the raw mate- 
rials whose supply, under circumstances interfering materially with 
our overseas commerce, would cause us great concern. 

Commodity committees have been set up to prepare plans concern- 
ing such material. These committees make use of all available data 
collected by other Government departments and open up for them- 
selves private sources of information. The research work of the 
commodity committees in peace covers the following: 

(a) Study of the supply of the material in the World War and 
the difficulties encountered. 

a Collection of statistics on the use of the material by industry 
and the possibility of reducing the industrial requirements in war. 

(c) Collection of the military, naval, and civilian requirements 
and comparison with the domestic production and sources and 
amounts of the imports and exports. 

There are several constructive steps to be taken to increase the 
availability of a critical raw material in war. Among the things the 
Army can do and is doing are: 

(a) Make the maximum use of acceptable substitutes for the crit- 
ical material in preparing specifications for essential munitions. 

(6) Keep in touch with all developments in the United States 
that promise to make available new sources of supply. 

(c) Prepare plans for a drastic conservation program to be insti- 
tuted and executed under the direction of the President in war. 


CONTRACT FORMS 


During the World War the cost-plus and cost-plus percentage con- 
tracts for major construction projects and for the manufacture of 
large quantities of noncommercial supplies were widely used. The 
use of such contracts was accompanied by evils which seem difficult, 
if not impossible, of limitation in war-time activity. 

For simple projects and for contracts for commercial articles the 
ordinary peace-time fixed-price contracts were used. These were 
found generally inapplicable to war conditions. 

Confusion, opportunity for profiteering by the unscrupulous con- 
tractor, and a ae injustice to the patriotic contractor followed. 

In 1921 the War Department began the preparation of contract 
forms which would be adaptable to use in the unsettled economic and 
industrial conditions of war; which would, so far as possible, relieve 
the contractors of the perplexing hazards of war-time production; 
which would facilitate prompt payment and early final settlements; 
which would avoid the evils accompanying the cost-plus contracts. 
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which would be self-settling in the event that the necessities of the 
Government required termination before completion; and which 
would protect adequately the Government and contractor, and con- 
tribute to speedy and early production. In this work advantage 
has been taken of the experience of contracting officers of the World 
War. Thousands of business leaders acquainted with war-time 
problems, and their present successors, have been consulted and have 
approved the work done. Assistance has been given by officers in 
other Government departments. 

The board responsible for this work has recommended : 

That for commercial supplies and for relatively simple construc- 
tion the ordinary peace-time contract forms be used, and that 
these be modified to meet war conditions. The most important 
changes relate to clauses providing for settlement in event of termi- 
nation before completion, and to provisions respecting increased 
costs of labor and material, when such increases are authorized by 
Federal authority. 

That for large construction projects and for the procurement of 
noncommercial items, the adjusted compensation contract be used. 
In this form the contracting parties agree in advance upon tentative 
cost schedules which are revised from time to time as more accurate 
information becomes available. The Government audits all accounts 
as they arise and pays all approved costs of performance. In the 
end it also pays the contractor an amount as nearly as practicable 
equal to a fair rental for that part of his plant involved in the con- 
tract. Under present conditions the department believes a fair rental 
should approximate a rate of 6 per cent per annum on the estimated 
value of the part of the plant involved. If the contractor has per- 
formed the job at a cost less than the revised estimate of costs, 
the Government pays him a small added compensation. If actual 
cost exceeds the estimate, his profit is reduced. Temptation to pad 
costs is removed. 

The profit possible in this contract is small. but on the other hand 
the contractor is not involved in hazards of great loss. The release 
from these hazards justifies the limitation to a normal peace-time 
profit. Profiteering based on Army contracts is thus eliminated and 
profits are kept within reasonable limits. 

In the event of war, there will be organized in the War Depart- 
ment boards on contracts and boards on claims and adjustments. 
These will facilitate uniform procedure and prompt settlement. 
This will be of advantage both to the Government and to contractors. 
After the war there will be little occasion for judicial determination. 

The procedure described above assures fair treatment to the patri- 
otic contractor, but it also deals effectively with the over-acquisitive 
contractor. It holds out to him no hope of extravagant profit. It 
provides terms which permit Government intervention at any stage 
of performance when it appears that he is taking advantage of the 
Nation’s necessities. It contemplates inspection and auditing, de- 
tailed and complete, but not pernicious, throughout performance. 
Finally, it depends upon existing statutes which fully protect the 
Government's interests and provide adequate punishment for 


fraud. 
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SELECTION AND TRAINING OF PERSONNEL 


Selected officers of the regular service belonging to the so-called 
supply branches of the Army form the nucleus for the war-time 
procurement organization. Upon them also falls the great respon- 
sibility of preparing the procurement plans. 

Regular Army officers are too few in number to procure the vast 
amount of material needed by the Army in war, and the majority 
of the positions in procurement organization will be filled by others. 
In past wars it was necessary to rely on untried and unknown agents 
selected hurriedly under the pressure of circumstances. The na- 
tional defense act has given us the power to select our emergency 
officers in time of peace. Naturally we select experienced business 
men for this purpose. They receive a limited training in the de- 
tail of our plans and the system of Army administration, and they 
assist us by their criticism and advice on those subjects in which 
they are best informed. 

There seems to exist a wrong impression as to the use that the 
Army intends to make of its reserve officers in war. None of them 
will be left in industry. Reserve officers in war must necessarily 
sever their business connections and will have exactly the same status, 

for the time being. as do the Regular Army officers. No one in the 
War Department will exercise any operating control of any charac- 
ter over privately owned and operated industrial establishments 
other than that which is involved in the specific performance of 
contractual terms. I wish to make this statement as definite as 
possible, and trust I have made myself perfectly clear. It is esti- 
mated that about 6,800 reserve officers will be needed in a major 
war to carry on procurement activities. By procurement activities 
I mean the processes of designing, contracting for, inspecting, pay- 
ing for, and receiving equipment. Of the number needed we have 
to date selected and commissioned about 2,300. 


RELATION OF ARMY PROCUREMENT SYSTEM TO DISTRIBUTION OF ECONOMIC 
BURDENS 


The procurement system I have described to you is a reasonable 
and practicable one. Through intensive and prolonged peace-time 
efforts procurement in an emergency will be expedited and this— 
may I remind you—may be vital to the Nation. The keynote of the 
system is economy, both in the amounts to be purchased and in the 
methods used in purchase. It will occasion the minimum shock to 
the industrial and economic life of the country upon the beginning 
of an emergency and will revert easily to peace-time set ore upon 
the termination thereof. It assures us that Army purchases, in the 
event of a future war, will not be, as they have been in past wars, 
one of the principal causes for profiteering and for the useless and 
unnecessary piling up of burdensome war debts. 


WAR ORGANIZATION OF NATIONAL INDUSTRY 
The Army procurement program I have just finished outlining to 


you is paralleled by one developed by the Navy, the two being 
coordinated in peace by cooperative action between the departments. 
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Others, that can not be prepared completely until after the emer- 
gency begins, would be those of the Shipping Board and other 
agencies set up by the Government to assist in the prosecution of the 
war. In addition, provisions must be made to care adequately for 
the whole civilian population. The need is evident for a closely 
knit central organization through which the President can control 
and direct this whole industrial effort. | 

Programs to coordinate the tremendous demands upon, and the 
use of, American industry in war are designated “ Plans for indus- 
- trial mobilization.” The Army is, of course, only one of the agencies 
that must be vitally interested in knowing that such coordination 
will exist. The Navy Department in particular, is giving earnest 
thought to these matters. 

The proposals contained in the industrial-mobilization plan, and 
which I shall outline for you, represent, as far as we have been able 
to interpret them, the composite views of many agencies and indi- 
viduals. While the Navy has approved the basic principles of this 
plan, it has not had sufficient opportunity to express an opinion con- 
cerning many of the details. By incorporating in a concrete plan the 
many ideas and proposals expressed on these subjects, the War De- 
ponent is making possible a practical cooperation that should 

nally result in substantial agreements on all important points 
among interested agencies and individuals. 


CONSIDERATIONS APPLYING TO THE DEVELOPMENT OF INDUSTRIAL 
MOBILIZATION PLANS 


Our broad plans for industrial mobilization take cognizance of the 
genius of American Government and the popular concept of the re- 
sponsibilities and duties devolving upon the Executive branch in 
time of war. They have been developed on the following basic con- 
siderations: 

(a) Control of industry in war is a function of the President, 
acting under the authority accorded him by the Constitution, by 
Congress, and by public opinion. 

(6) The size, and the special and emergency nature of the task 
of coordinating American industrial effort, demand a special organ- 
ization, to be made available to the President promptly upon the out- 
break of war. 

(c) Plans must be practical rather than theoretical. In the in- 
terests of national morale they must operate justly and distribute 
war's burdens as equitably as practicable. They should not con- 
template the imposition upon our people of unaccustomed economic 
processes. 

(d) Emergency measures become effective primarily through the 
support of public opinion. Justice and fairness, supplemented b 
strong and intelligent leadership, will be more effective than arbi- 
trary regulations, no matter by whom promulgated. 


NECESSARY ADMINISTRATIVE MACHINERY 


There are being developed plans for setting up the administrative 
machinery necessary in war. In the hands of a war-time President 
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there are invariably placed by the Constitution, by Congress, and by 
public opinion, a vast responsibility and a corresponding authority. 
His personal leadership must make itself felt forcibly and instantane- 
ously from the seat of government in Washington to the remotest 
hamlet of the country. A smooth-working organization, specially 
designed for the unusual and emergency tasks that will develop, is 
essential. It is evident that the existing Cabinet departments are 
not adaptable to the performance of these duties. 

(a+) Their functions are specifically defined by law and custom 
and are not directly related to any of the activities which must be 
undertaken by the central industrial control in war. In general, they 
are overburdened by their normal peace-time functions. 

(6) Several of the more important departments exist to serve 
particular classes, both in peace and war. It would be unfair to 
expect them to exercise emergency restrictive control over the people 
that thev were created to serve. 

(c) The changes required in our institutions to make use of the 
Cabinet departments as control organizations in war would be im- 
ened greater than those necessary if a temporary organization is 
created especially for the emergency. 

(d) The controls and functions under discussion are not and 
should not be exercised in peace. The emergency organization would 
automatically terminate after the war. If these controls were exer- 
cised by a Cabinet department, they might be continued after the 
end of the war, to the great detriment of the country. 

(e) The greatest objection to the use of Cabinet departments for 
war control is the difficulty of collecting all the scattered agencies 
and authorities into a focus and directing them toward the accom- 
plishment of a definite purpose. 

The existing Cabinet departments would, of course, continue to 
operate in war as they do in peace. 

The proposed organization I am about to describe differs in some 
details from that of the War Industries Board of 1918 and is more 
comprehensive in scope. This is because of the changed conditions 
under which we live. However, those who have made a study of this 
question will see much similarity between the two. 

I cheerfully acknowledge the debt that the Government owes to 
the pioneers who worked out the principles and theories of operation 
upon which our plan is based. 

Director of war industry —The director of war industry is ap- 

ointed by and is the confidential representative of the President. 

he «director of war industry is assisted by a small headquarters 
staff of experts engaged in the continuous study of such matters as 
price movements and their causes, substitutes for critical materials, 
conservation, business practices. The main body of this office is 
made up of two branches—one to coordinate demand, or require- 
ments; the other to coordinate supply, or industry as a whole, in its 
efforts to meet those requirements. | 

Organization of demand.—Demand is organized in the require- 
ments branch of the office of the director of war industry. This is 
the part of the organization that includes representatives of the 
using services. Otherwise the whole organization is civilian. 
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The organization of industry —The industrial branch of the office 
of the director of war industry has a very simple organization. It 
consists of a coordinator of war industry assisted by an industrial 
advisory board composed of a few prominent industrialists, all 
selected by the President and assigned to duty as representatives of 
the Government. This organization is charged with the coordina- 
tion of American industry. Each member of the board is assigned 
general supervision over a group of war-service committees. _ 

War service committees—Each industry, aoe of industries, or 
component part of an industry is invited to elect for itself an execu- 
tive or war-service committee and to empower it to exercise definite 
control over the industry and to act for it in designated matters 
connected with the emergency. War-service committees would rep- 
resent not only manufacturers and distributors but such other inter- 
ests as transportation, power, labor, and shippers. In fact, any 
association or organization might appoint a war-service committee. 

The war-service committee is thus not a governmental organiza- 
tion. It is elected by and exercises only the powers delegated to it 
by the industry it represents. 


PLANS FOR SETTING UP WAR INDUSTRIAL ORGANIZATION 


It could be objected that since this organization is not to be set 
up until afier the beginning of an emergency, time will be consumed 
in perfecting its details, and the whole machine will have no iniorma- 
tion or operational plan on which to start. This has been provided 
for in the following manner: 

First of all, the director and his principal assistants will be selected 
by the President, because of their suitability, and called promptly to 
Washington. This will be facilitated by the preparation and keep- 
ing up to date in time of peace of a list of names of men with the 
special qualifications necessary. A program of this description is 
now being initiated by the department, and in which the cooperation 
of national industrial associations and other Government agencies 
will be sought. To provide promptly for each of these assistants, 
the necessary nucleus of office personnel there will be detailed to 
each section upon the outbreak of the emergency one of the officers 
engaged in the peace-time study of the particular matter involved. 
This officer will secure the necessary clerical help and transfer imme- 
diately to appropriate office space all statistics, studies, and plans 
that have been accumulated on the subject during the planning 
period. The Navy has agreed in principle to assist in this matter. 

To help establish the body of officers from which this nucleus 
could be secured there is, in addition to the planning work itself in 
both services, the Army Industrial College. In this school eminent 
industrialists annually deliver lectures on appropriate subjects, and 
discuss present trends in the relationships of government to business. 
The course gives the student an elementary understanding of the 
industrial processes in this country. 

The nucleus provided in this way will permit the new officials to 
begin functioning promptly. Expansion will be relatively easy, and 
it is ee that the Army officers loaned to the organization, 
except those who must necessarily remain in the requirement section, 
will be returned to us at an early date. 
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PRICE CONTROL 


Practically every government in recorded history, in peace and 
war, has attempted to control prices of commodities and services. 
But the factors of supply and demand and price do not respond 
readily to government fiat. Hence, almost unbroken failure has fol- 
lowed each attempt. Autocracy compels subterfuge and evasion, 
and dries up the sources of supply. A weak government finds its 
orders widely ignored. 

Yet a first concern of government is to assure the well-being of its 
citizens. Hence it must ever seek, so far as possible, a fair distribu- 
tion of the advantages and burdens of national existence. 

War conditions make peculiar demands for government control. 
Also, then, if popular morale is high, many restrictive measures are 
feasible which would not be accepted in normal times. Nevertheless, 
even then governmental effort has never accomplished all that was 
soucht. 

Certain conditions in war, particularly in the early stages of war, 
disturb the price structure or are increased in their disturbing 
intensity as the price structure itself is upset. They are: 

(a) Unusual governmental demands. To meet these demands we 
ure required to call into production many high-price producers who 
can not profitably operate in peace. Diminished available supply for 
civilian uses. 

(b) Reckless governmental buying. The government's practice 
in the end is contagious and leads to, and almost compels, reckless 
private buying. | 

(c) High-cost production due to the necessity of employing 
unskilled workers as industry expands and as workers are absorbed 
into combatant units. 

(d) Increased insurance, interest, and tax rates as hazards of 
trade and demands for money increase. 

(e) Restriction or threatened restriction of essential imports. 

(f) Inflation of the currency as the government seeks to finance 
its augmented purchases, and is increasingly responsive to the 
opposition to increasing tax burdens. 

Our economic experts differ as to the causes and effects which 
enter the problems involved in these abnormal conditions. They 
differ also as to the desirable and effective remedies. They agree that 
a major factor of disturbance is purely psychological, and that. this 
factor is susceptible to governmental alleviation. ‘Thus, if the Gov- 
ernment adopts a firm and reasonable attitude—if, in the stress of 
war, it maintains an air of confidence and calm, then that confidence 
and calm are usually reflected in the minds and activities and business 
of the people. 

The War Department has studied widely the story of price-control 
efforts. It has sought the expert knowledge of men of authority. 
Its conclusions are: 

(a) Some measures for price control are inevitable and must be 
taken early in any major war. 

(L) Moderate control undoubtedly can be instituted initially, par- 
ticularly with respect to basic raw materials. Added control should 
be undertaken as it becomes necessary, and might finally cover the 
whole range of commodities. 


372 WAR POLICIES COMMISSION 


(c) Coordination of Army purchasing, as contemplated in the 
lan presented to you, and the elimination of all competitive buying 
tween branches of the Army, will be strictly enforced. A like co- 
operation and a like freedom from competitive buying among all 
governmental agencies should be assured through the activities of 
the director of war industries. Thus the Government itself would 
avoid a major cause of price disturbance and would prevent its own 
agencies from themselves increasing its final costs, 

(d) Governmental departments must have dependable agencies 
for determination of fair prices. The price offered in any one 
locality for any commodity inust be uniform. 

(e) Prices determined by the War Department for special sup- 
lies, and by a control agency for general purchasing, must be set 
or definite areas and for short periods of time. 

(f) The prices promulgated as fair and reasonable should be 
determined b agreement between Government and the representa- 
tives of industry. To facilitate this the plan contemplates a maxi- 
mum use of fact-finding Federal and State agencies and the war- 
service committees. The latter particularly should have detailed 
data as to price factors and trade conditions in each industrial 
area. 
~ (g) Tax laws should be so framed as to require the minimum 
of inflation, and to recapture all unusual profits. A registration 
of wealth at or soon after the beginning of any war would facilitate 
fair treatment and have a salutary effect upon the national morale. 

Freezing of prices would appear to be a doubtful expedient be- 
cause so many factors are involved that injustice must follow. 
Evasion and court appeals are inevitable. In the end the Govern- 
ment’s effort would probably be largely gesture. Attempts at 
enforcement would likely create antagonism, and the Government 
would lose the essential elements of good will. Without complete 
and unstinting popular support no nation can hope to fight to 
victory. 

Since the Supreme Court has definitely determined that no price- 
fixing agency of Government may set a price on a citizen’s property 
and compel him to give that property to the Government at that 
price, any fixed price is effective in Government buying only when 
it is enforced by public opinion. Beyond this the Government is 
compelled to commandeer—and this as a general method of war- 
time procurement is not desirable from any standpoint. Forcible 
taking should be reserved, then, to occasions of real necessity and 
the citizen’s road to judicial appeal should not be made long or 
difficult. 

The principles followed by the Food Administration in the World 
War must be kept in mind. These were: 

(a) To take into account the interests of both producers and 
consumers and so enlist the support of each. 

(0) To depend for enforcement upon the popular morale and 
collective patriotism. 

(c) To move commodities in as direct a line as possible from 
producers to consumers. | 

(d) To prevent hoarding and waste. 

(c) To minimize the evils of dealing in futures. 
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(f) To permit reasonable profit based on costs and to disregard 
replacement values. 

The War Department plan for procurement provides fully for a 
proper and considered distribution of the war load. It provides 
facilities for the determination of reasonable prices to be paid for 
special equipment. Our proposals include the setting up of an 
agency to determine prices for general governmental buying. The 
plan places no handicap before the citizen who wishes judicial deter- 
mination of the fairness of the price given. 1t assures intelligent 
and conservative buying, thus it avoids needless burden on the 
industrial structure; thus, too, it prevents the creation within busi- 
ness of fantastic notions of the extent of the Grovernment's needs. 
It provides for a reduction of the contractual hazards of war pro- 
duction, thus eliminating the necessity for consideration by con- 
tractors of excessive factors of safety in bidding. 1t provides for 
prompt and final settlement of contractual claims, thus making 
unnecessary an estimate in the contractor's bid of an amount which 
will compensate him for the delay in receipt of money due. 

The industrial plan assures that the Government itself will not 
unnecessarily upset economic and industrial conditions. Price- 
control efforts, in consequence, will be directed gradually and in 
general recognition of their necessity and reasonableness. Good will 
and cordial acquiescence will assure their success. Injustice and 
harshness will be avoided because in the determination of prices 
industry will have voice. The spontaneous cooperation born of 

atriotism and enthusiasm will not degenerate into an enforced and 

grudging compliance. Production will proceed quickly and 
efficiently and economically. Finally the citizens will feel that the 
restrictions to which they submit are restrictions they themselves 
have imposed in the interests of the common welfare. 


PRIORITY CONTROL 


Priority is a method of control that was widely developed in the 
eee ar, particularly by the War Industries Board. It was used 
mainly: ` 

(a) To direct the flow of materials and services into the channels 
of supply of the war-making agencies. 

(b) To divert the use of resources from nonessential needs into 
channels of essential production. 

(c) To assure the equitable distribution of materials and services 
to the civilian population. 

In war the primary national interest is a speedy and successful 
termination of military effort. Every citizen recognizes the para- 
mount right of government to the use of anything which assures 
early success in war. Our laws are fashioned in the knowledge of 
the popular recognition of the fact that in war the individual must 
give way to the nation and must forego some of the personal liberty 
and security he demands in peace. 

Since the demand for essential commodities becomes imperious in 
war, some agency must distribute equitably available supply to 
recognized need. Thus the greater need takes precedence over the 
lesser need, the immediate need over that which may safely wait. 
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Also, those things essential to national life and effort are preferred 
to those which are not so insistently important. 

Priority does just that. Wisely and sympathetically adminis- 
tered, it facilitates maximum military effort at minimum burden to 
all, and assures to each individual need a reasonable share in the 
common supply. 

The plan presented to you provides definitely for the exercise of 
priority determinations as between the respective needs of govern- 
ment agencies and as between government and civilians through the 
Director of War Industries. 


LABOR IN WAR 


Effective use of labor in industry, in war time as in peace time, 
can be had only through labor’s voluntary cooperation. Any system 
of forced labor, either by conscription or otherwise, could result 
only in failure. It would not be supported by public opinion and, 
even though tolerated by a people at war, the resentment of the 
workers on whom it was imposed would be a direct source of 
inefficient operation. 

It is anticipated that, as the determination of peace or war rests 
with the elected representatives of the people, the full cooperation 
of labor, equally with that of other elements of the population, will 
be seconded to the war and to the government. 

Nevertheless, there will remain the need of governmental organ- 
izations to protect labor from oppression under color of the emer- 
gency and to guide labor into useful channels and to retain it therein 
so far as possible. This sometimes is referred to as the control of 
labor, but it is based entirely on securing voluntary cooperation. 

The labor administration.—The mission of the labor administration 
is to assure war industries and essential civilian industries, includin 
agriculture and transportation, of the supply of labor in numbers. an 
of occupational qualifications, required for adequate operation. 

The labor administration will be headed by an administrator of 
labor appointed by the President, to whom the administrator will be 
directly responsible. He will be assisted in the formulation of poli- 
cies and plans by an advisory council consisting of representatives of 
employers and employees in equal numbers. 

The primary means of enforcing decisions of the labor adminis- 
tration will be the force of public opinion, though it is not antici- 
pi that even this force will be required if a proper organization, 

unctioning smoothly, proves itself a competent guiding hand. 

The essentials of such an organization are machinery for the deter- 
mination of labor requirements, an employment service to bring the 
job and worker together, and a conciliation and adjustment service 
to keep the job and worker together so long as this may be reasonably 
possible. 


OTHER WAR AGENCIES 


We do not propose the initial organization of an independent fuel 
administration or a food administration because we believe that 
ordinarily the director of war industry would be able to furnish all 
the control necessary in these matters. It is not proposed to take 
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over the railroads in time of war unless such action is unavoidable. 
There exists a definite plan for the operation of railways in war, 
already described to the commission by Mr. Willard and Mr. Aishton. 
The railways and the War Department cooperated in its formulation, 
and it is believed to be practical in every respect. 
We have made provisions for a war rade baad: and for a director 
of public relations. The functions of both will be of great impor- 
tance, but are sufficiently described by the titles given for the 
purposes of this discussion. There will also be set up such govern- 
mentally owned corporations as may prove to be necessary. 


PROPOSED LEGISLATION 


Congressional authorizations would be necessary before certain 

arts of the plan I have sketched for you could go into operation. 
We have assumed that these authorizations would be promptly given 
provided appropriate congressional committees, during years of 
peace, approve of the details of plans and proposed bills. Tentative 
drafts of proposed legislation are attached to the plan already fur- 
nished the commission. It is felt that the enactment of detailed 
laws at a time when war is not imminent is not desirable, because 
such action would probably result in enactment into law of measures 
so rigid in their provisions as to be a hindrance rather than an assis- 
tance in the changed conditions of any future emergency. Certain 
laws, general in their provisions, would unquestionably serve a 
splendid educational purpose, and would clarify some doubtful 
points that impede progress in planning. However, the passage of 
such laws might be fel by some to be an indication of lack of good 
faith in our professions of desire for peace. 


SUMMARY 


In the foregoing discussion I have sought to describe briefly 
War Department planning activity that is intimately related to the 
problems for which this commission is seeking solutions. It is 
obvious that some of this activity lies outside the scope of War 
Department fixed responsibility. The reasons for this apparent 
inconsistency are easily explainable. 

In the actual conduct of war armies and navies and their support- 
ing air fleets are but important elements in the whole war-making 
team. In time of peace, however, only the War and Navy Depart- 
ments have direct legal responsibilities affecting the national security, 
and only in these services do we find specific planning against the 
possibility of aggression. These departments take the lead in order 
to secure, and translate into concrete plans, opinions and data from 
many sources affecting the functioning of some of the other govern- 
mental agencies in the conduct of war. Otherwise such plans would 
ee be neglected, and consequently unavailable when needed. 

peaking generally, therefore, the plans of the War and Navy 
Departments must cover the whole range of essential war-time 
activity. 

It must be apparent that the theories and principles on which our 
plans are based do not differ essentially from those expressed by the 
majority of the witnesses who have previously appeared before you. 
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The goal we seek is that sought by the men responsible for the draft- 
ing of Public Resolution No. 98. Our plans simply set forth the 
methods whereby it is believed these principles and theories could 
be applied in the event of another great emergency. 

We would be bold indeed to maintain that the methods so proposed 
are in every case the best. It may perhaps be charged that our plan 
is too conservative. But it is to he remembered that in case of need 
the War and Navy Departments must be ready to place these plans 
before the President and before Congress with the recommendation 
that they be adopted to govern the conduct of the war. Our responsi- 
bility in this matter is too great to permit the inclusion in our plans 
of any proposed policy of whose successful operation in war we do 
not feel we can give assurance. Certainly, our plans are the result 
of honest effort. They are developing along lines that we believe 
experience has pona out—and present conditions dictate. 

rogress in this work demands but insignificant amounts from the 
public revenue. Study, thought, and research are required, and 
these, to the best of our ability, we are giving. 

I think it pertinent also to say here that the voluntary assistance 
we constantly receive from other departments, from associations, and 
from patriotic industrialists, is of the utmost value and fully appre- 
ciated by the Government. We are studying ways and means 
through which this assistance may be more efficiently organized—and 
so facilitate crystalization of information and opinion, and promote 
mutual understanding of these important subjects. 


CONCLUSIONS 


The department’s conclusions concerning the problems facing this 
commission are as follows: 

Educational programs concerning the true meaning of modern war 
and its certain results in human and economic wastage are conducive 
` to promotion of peace. 

easonable measures for defense are indispensable to a peace- 
minded nation as a deterrent to any possible aggressor and as a 
nucleus upon which to expand in case of need. 

Modern war demands the prompt utilization of all the national 
resources. Measures for transforming potential strength into actual 
strength must work in emergency with the utmost speed and effective- 
ness. 

The greatest need of a nation at war is immediate and decisive 
victory. 

Public opinion is the most potent force in war. The United States 
will never enter a war except in response to insistent popular demand, 
incited by foreign aggression, and consequently the Government will 
have initially the complete support of a high national morale. Main- 
tenance of this morale will depend upon the effectiveness of national 
efforts against the external enemy and upon the justice and fairness 
of governmental programs as applied to our own population. 

The human burdens of war must be equalized in so far as possible. 
To this end liability for combat service must be determined under a 
selective-service svstem developed along the general lines of that 
used in the World War, as heretofore described. 

The economic burdens must be equalized through: 
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(a) Systematic registration of wealth and all accretions thereto 
during the period of the emergency; and tax legislation framed to 
place an equitable burden thereon. 

(o) Orderly and economic procurement by the Government itself 
under a comprehensive previously prepared plan similar to that 
herein described. 

o Strong and intelligent leadership based on exact information 
and exercised through an organization adapted to the purpose and 
specially set up for the period of the emergency. 

(d) Application of governmental controls to meet requirements 
of the specifie situation and to prevent any profiteering at the 
national expense. These controls must include a priorities system 
and reasonable measures for the stabilization of prices. 

(e) Prompt resumption of normal peace conditions upon the 
termination of the war. During the progress of any war the Presi- 
dent should appoint a committee to study and prepare plans for 
demoblization. These plans must facilitate the reemployment of 
men returning to civil life from the Army and Navy and the freeing 
of industry of the accumulations of stocks produced to meet war 
requirements: 

All of the above demand an intensive and intelligent planning 
program carried out continuously in time of peace. This plannin 
1s the responsibility of the whole Federal Government, whieh shoul 
seek the advice and assistance of civilians in all walks of life. Be- 
cause of their peculiar responsibilities, the War and Navy Depart- 
ment must be definitely required to carry on this work as the agents 
of the whole Government. 

Congress should satisfy itself at frequent intervals as to the prog- 
ress of plans under development by requiring their presentation to 
appropriate committees of Congress. This should include the pres- 
entation of all proposed emergency legislation. 


RECOM MENDATIONS 


The War Department recommends that, in answer to Public Reso- 
lution No. 98, Seventy-first Congress, a like joint resolution be 
adopted by Congress which will make public announcement to the 
Nation of the policies set forth in the foregoing conclusions. It is 
believed that the announcement of these principles as approved 
policies of the Government will— 

(A) Have a serious, sobering effect upon every man, woman, and; 
child when he or she contemplates the possibility of war, and will; 
assure practical and efficient peace-time preparation for the emer- 
gency of war. 

(B) Facilitate the successful conduct of war, and effect a just and 
equitable distribution of war’s economic burdens and, as far as prac- 
ticable, of its human burdens, when once it has been deliberately 
undertaken. | 

A Enable the Nation to demobilize after a war in a rational and 
orderly fashion. 

* * $ + * * we 


In closing I want to present a copy of the War Department indus- 
trial mobilization plan; a document prepared as a statement of 
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olicy upon which detailed plans are based. Attached to it is a 

rief statement of the legal principles and rules upon which it rests. 
I recommend inclusion of both these documents in the printed record 
of your proceedings as appendices to, and in explanation of, my 
verbal statement. 

Mr. Jauncxe. I would like to ask General MacArthur a few ques- 
tions. I have listened with much interest to the general statement 
and personally I wish to congratulate him upon the splendid exposi- 
tion of the facts and on the thoroughness with which the War De- 
partment has accepted this responsibility. Let ns take the War In- 
dustries Board. Does it take into consideration our contact with 
foreign governments, not in conflict with the United States, at the 
time of such an emergency ? 

General MACARTHUR. You mean would it envision that? 

Mr. JAHNCKE. Would it have that responsibility ? 

General MAcArTHUR. Yes. In essence, it relates to the supply of 

ns and the procurement of any vital elements of war. They would 

ave to o through the State Department. The State De- 

artment would continue with its present normal functions, and the 
War Industries Board would have to confer with the Secretary of 
State, and be coordinated by the President in the handling of any 
contact with foreign governments. This organization that we pro- 
pose for war-time emergency does not take away any of the func- 
tions of any of the normal Cabinet officers. 

Mr. HapLey. Of course it is rather difficult for a layman to follow 
the details of your statement, Genera!, which I regard as a splendid 
one. I feel that this commission is indcbted to you and the War 
Department, and I think the country is also, for this record, for this 
elaborate and informing exposition of what the War Department is 
doing and recommending, and that is without any regard to the 
merits of the subject. However, if I understood you, General Mac- 
Arthur, and the import of your deductions and recommendations, 
they are that the department does not recommend affirmative legisla- 
tion at this time which would anticipate conditions that might exist 
at the time of the declaration of war. 

General MacArTHUR. That is correct. 

Mr. Haptey. It does recommend certain legislation which would 
be founded on the recommendations you submit, which would be the 
basis of an approval in the way of an education for the country and 
a basis, if unfortunately we should become engaged in war in the 
near future or at any time, unless modified, upon which the Govern- 
ment would proceed. 

General MacArTHUR. That is correct. 

Mr. HapLeY. Congress will be informed through such record and 
through such legislation of the general policy ? 

General MacArTHUR. That is correct. 

Mr. Hap tery. If it met with the approval of the Congress? 

General MacArtuur. The War Department continues its studies, 
which are continually in a state of flux, and keeps reporting to the 
appropriate committees of Congress what it would recommend if 
war broke out to-morrow; but no legislation is recommended for 
passage by Congress anticipating the emergency. 

Mr. HapLey. Reference has been made in your statement, and per- 
haps in that also of Assistant Secretary Payne, to the military sit- 
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uation of the country at the outbreak of the World War at the time 
we entered it, and to the evolution of military conditions under which 
we prosecuted our interest in that war. Then we have your deduc- 
tions based upon those experiences. 

General MACARTHUR. Yes. 

Mr. Habuey. If we were so unfortunate as to have another war in 
the near future—which, of course, we all hope will not happen—what 
military advantage would we realize at that time under the studies 
which have been made and built up under the national defense act 
of 1920 that we did not enjoy at the time we entered the last war? 
First, there is not only the military advantage, but there is the 
economic advantage? 

General MacARTHUR. Yes. 

Mr. Haptey. Will you please visualize the effect of your studies, 
if we should enter war in the near future, as against the situation we 
occupied at the beginning of the last war. 

General MacArTHUR. At the beginning of the World War we had 
no major plan, we had no ramifications of that plan. ADA 
was indefinite and inchoate. We had to improvise after we ha 
actually entered the war. We had no coordination, we had no defi- 
nite plan to work to. We were exactly in the position of ari engineer 
who has been directed to put up a building but who has no plans 
and specifications thereof. We have given in this plan the complete 

lans and specifications and all they need is to be authorized by 
Congress in the form of money. They have the whole machinery, 
and the force of workmen is ready to proceed with the building. 
We had no structure at the beginning of the World War except a 
small Regular Army, and the civilian component of the National 
Guard. We had to devise in the process of war not only a general 
plan but all the details of putting that plan into effect. This will 
give you not only the general plan, but all of the subsidiary plans 
necessary to put it into effect, so far as possible. This would provide 
the flexible framework upon which the war would be conducted. We 
had no such framework at the beginning of the World War. 

Mr. HapuLey. Is it your thought that that would be given effect by 
ean ge eet enactment pease upon the declaration of war, 
or that it should be given effect in advance? 

General MacArTHUR. That is a detail, of course, that only time 
can answer. The minute that the American Government has deter- 
mined upon war, which you know, as a question, has nothing what- 
ever to do with either the work of the Naval Department or the 
Army—the minute the American Government has made up its mind 
to engage in the undertaking of war, the necessary legislation should 
be passed without the slightest delay. The thing should be almost 
synchronous. 

Mr. Haptey. Just what is the desire on the part of the War 
Department that this commission should do at this time with respect 
to that situation ? | 

General MacArTHUR. Only to give support to the recommenda- 
tions that we have made. 

Mr. Haptey. In the course of your statement you said it was 
desired that this commission lend the weight of its approval to its 
recommendations. I think that that was about the way you stated it. 

General MACARTHUR. Yes. 
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Mr. Hap ey. I was not entirely clear whether you recommend that 
the commission give affirmative effect to it rather than just approv- 
ing it. 

yeneral MacArTHUR. Yes. We offer this as our suggested solution 
of your problem. 

Mr. HapLey. But I understood that you did recommend some 
affirmative legislation, which I did not quite grasp. 

General MacARrTHUR. Oh, no. We wanted the influence of the 
commission in support of a continuation of the program that we are 
carrying on, but we ask no legislation. 

Mr. Haney. That is the point I wanted to be sure about. 


General MacArtTHUR. The only recommendation for legislation is | 


that this commission recommend to Congress the passage of this joint 
resolution which would embody the groups I outlined in the latter 
portion of my statement. 

Mr. HanLey. That is all. 

Mr. Jauncke. Is not your prepared statement based upon the 
actual experiences of the previous emergency ? 

General MacArrutr. It is based upon the culled experience not 
only of all the wars that we have had but is the culled and intensive 
study of groups of men whose whole life has been devoted to this. 
It does not represent the idiosyncracies of thought of any individ- 
ual, either the Chief of Statf, the Secretarv of War, or anvone else. 
It is based upon the collective thought of all and we have not in- 
cluded anything in this that we are not prepared to stake our pro- 
fessional belief that it is workable and right. All other methods of 
ase eC the purpose that have not been demonstrable in 
previous war history have been discarded. 

Mr. CoLLinNs. General MacArthur, you remember that the reso- 
lution creating this commission charged it with considering that 
private property may be taken by Congress for public use during war 
and with methods for equalizing the burdens and removing the profits 
of war. Your recommendation has gone beyond that, and contains 
some additional considerations. 

General MACARTHUR. Yes. 

Mr. CoLLINs. Your conclusion would be what lawyers would call 


* ultra vires? 


General MacArTHUR. Yes. I am not a lawyer, but I know what 
ultra vires means. 

Mr. CoLLiNs. In other words, beyond the scope of our authority. 

General MACARTHUR. Yes. 

Mr. CoLLrNs. And in addition to that you are asking us to give 
our approval to these proposals, and also to use our influence toward 
getting Congress to give its approval in one form or another to these 
proposals of yours. 

General MacArTHUR. Hardlv that. 

Mr. CoLLins. You stated that you wanted a resolution passed by 
Congress putting the stamp of approval upon your recommenda- 
tions, generally, if 1 heard you correctly. 

General MACARTHUR. Generally, yes. 

Mr. CoLLins. Do you propose to draft certain men for fighting and 
let in voluntarily those you want to work, or do you intend to draft 
the workers also ? 
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General MacArtuor. The selective service act itself, of course, in- 
ducts, as we said, all necessary men between the ages of 18 and 45. 

Mr. Coxurns. And you want them all drafted, whether they are 
to work or fight? 

General MacArthur. There are no exemptions at all, but they 
are allocated. 

Mr. CoLLixs. And you could allocate the chairman of the commis- 
sion to the trenches and put me in some munitions factory, provided 
we were both under 45 years of age. 

General MacArTHUR. It is to prevent such imperfections of alloca- 
tions that we have devised this scheme. 

Mr. CoLLrxs. So your proposal would be to draft them all and 
then to allocate them to the activity that you think would be best 
suited to the individual. 

General MacArtTHUR. Not that we think but that the local board 
thinks. l 

Mr. Corrs. I understand. 

General MacArTHUR. Correct. 

Mr. CoLLinNs. Then what about the pay of those that work, who do 
these civilian jobs? Would you pay them the same amount that you 
pay a flyer or a little bit more or less? 

General MacArTHUR. I think the plan shows clearly that as far as 
those men who continue in industry are concerned, the Government 
does not attempt to undertake coordination as between the employer 
and the employee. The Government does undertake to arrive at a 
fixed and equitable value of the product that is turned out by the 
industrialist, with a fair margin of profit thereon, but the incidental 
features thereof are matters for coordination as between the employer 
and the employee. 

Mr. Cotrins. You want to take back your original statement about 
drafting them ? 

General MacArTHUR. No, indeed. You have not understood the 
paper that I have read. The law provides that all men between the 
ages of 18 and 45 are available. We have them registered. 

Mr. CorLixs. You called them. members of an unofficial militia. 

General MacArTHUR. That is what the law provides. 

Mr. Corzuins. That is what you called them. 

General MacArtuur. All right; that is what I call them. 

Mr. Corns. They are to be drafted? 

General MacArTHUR. Yes; those are drafted that are necessary to 
form military units. 

Mr. CoLLins And then they are to be allocated to the particular 
agency to which they are best suited. 

General MacArtuer. They are not all drafted. They are all 
registered. 

Secretary HurreY. Thev are all subject to draft. 

General MacArtnur. Yes. The men that we induct into the com- 
bat force will be drafted. The rest of the men will remain in in- 
dustry and will not be under the control of the military establish- 
ment. 

Mr. Corns. Then you won’t draft any men except those you want 
to use for military service. 
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General MacArrntr. They would all be registered and we would 
take only those best fitted for the front. 

Mr. Coturns. And as to those that you leave behind to work, you 
fix the price or agree upon the price for the commodities that they 
produce, and you make your agreements with the heads of the organ- 
izations or with the owner or the manager of those organizations, 
and their labor would receive the labor price fixed in the agreements 
or taken into consideration when the agreements were made. 

General MacArtruur., That is absolutely correct, 

Mr. Connins. And then those men, if the wage were unfair, would 
have to abide thereby until Congress or some properly empowered 
agency gave them a fair wage? That would be your method of han- 
dling the labor situation, would it? 

General MacArtuur. I specifically said that Congress would not 
handle the prices. 

Mr. CoLnLixs. In your statement you speak of voluntary agree- 
ments with labor. 

General MacArtHUR. Exactly. 

Mr. CoLLINs. And that, as I understand it, would preclude the 
right to strike.. 

General MacArTHUR. Of course you are going far afield in asking 
an Army man to discuss the subject of strikes and all of the rami- 
fications that the Supreme Court of the United States has wrestled 
with in the last 50 years; but I can assure you that. as far as the 
purpose of this board is concerned, it is to leave the relationship 
between organized and unorganized labor and the industrialist ex- 
actly in the situation that it is to-day. If there are strikes, that is 
a matter that would be handled by the agencies devoted to that pur- 
pose that are in the country at that time. 

Mr. CoLLINs. Suppose you were dealing with the head of the 
United States Steel Corporation on the price of products of that 
corporation. Under this plan of yours, how would you arrive at 
the price to be paid ¢ 

General MacArrHur. By a coordinated agreement, under the 
set-up that we have outlined. 

Mr. Cottrys. You called it negotiations. 

General MACARTHUR. Yes. 

Mr. CornLixs. Then, in negotiating that agreement, you state also, 
if I understood you correctly, you would undertake to pay them a 
profit of 6 per cent. 

General MacArTHUR. Yes; that is correct. 

Mr. CornLIxS. A profit of 6 per cent. 

General MacArtucr. That is correct. 

Mr. Cotnins. On what it is claimed is the investment. 

General MacArtutr. That is correct. 

Mr. CoLLixs. And you would do the same way with every other 
concern ¢ 

General MacArthur. Yes. 

Mr. CornLixs. And that would, of course, mean that you would be 
paying different prices for the same articles, provided you purchased 
them from different concerns. j 

General MacArtuur. I don’t see that. 

Mr. CoLLixs. In all probability you would. „Manufacturers do 
not all produce articles at the same price. 


WAR POLICIES COMMISSION 383 


General MacArTHUR. There is no stipulation that there shall be a 
fixed price for the same article throughout the United States. The 
agreement would be through groups of industry. You notice that we 
set up in this organization advisory committees from each group. 
There would be an advisory committee on the steel industry. The 
United States Steel Corporation would not be singled out at all. 
There would be the United States and the Bethlehem and all of the 
others, and they would have their representatives. 

Mr. CoLLins. But you would pay the same price? 

General MacArtuvr. I don't know. I don’t know enough about 
the steel industry; but it is quite possible. | 

Mr. CoLLINs. If you paid all of them the same price, the margin of 
profit would vary according to differing production costs. 

General MacArrHur. You don’t understand what we are getting 
at. If the price of labor in a steel mill in one section of the country 
was half the normal prevalent wage of labor in another section of. 
the country, you would find the cost of the output of those two mills. 
would be different. and the plan we have recommended is that the: 
profit on each shall be 6 per cent. Your idea is that we would open. 
up a line of chicanery? 

Mr. CoLLiNs. Oh, not necessarily that. 

General MacArthur. Which would make it possible to raise the: 
cost of an article and therefore introduce the same scandals that we 
had in the World War on the cost-plus system. 1 don't say that this 
proposed plan will entirelv prevent that, but this is the best that I 
know of to minimize it. There is no automatic way in which you can. 
eliminate rascality from the human system. 

Mr. CorLLixs. It would not necessarily be rascality. 

General MacArtuor. If this plan were honestly administered you 
would find that the profit of every industry for the production of 
munitions. when it had to be done under the adjusted-compensation 
contract, would be approximately 6 per cent per annum, or any other 
per cent that Congress fixed. 

Mr. CoLLIxs. It would not necessarily be rascality. One of these 
gentlemen has a factory that produces soap. Another one may have 
a factory producing the same kind of soap. One may manutacture 
that article for a cent a bar more cheaply than the other. If you paid 
them the same price for the soap, then one would make a larger profit 
than the other. On the other hand, if you paid them 6 per cent on 
what they said was their investment, then you would have a quarrel 
between the two men, because you would pay one more for a given 
article than you did the other. 

General MACARTHUR. In the same locality ? 

Mr. CoLLixs. It does not make any difference about that. They 
would be in the same country and you would have the same situation. 

General MacArTHUR. But there is no homogeneity in this country 
of the industrial structure. The prices in Florida may be different 
from the prices in Maine. This framework that we have would. 
analyze that, and if the factory in Florida produced soap more 
cheaply than the factory in Maine, that would mean that the manu- 
facturer would get only 6 per cent on his investment. 

Mr. Corns. Anyway, from the standpoint of profit, if we had 
another war, you would try to make the profit 6 per cent, instead of 
50 or 60 per cent? 
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General MacArTHUR. We recommend 6 per cent, but that is open 
to discussion. 

Mr. Cotuixs. Another recommendation of yours is with respect to 
educational orders. It is your idea that we ought to provide for 
educational orders now. 

General MacArTHUR. It is. We submitted proposed legislation 
about that. 

Mr. Corrıxs. I know you did, but you really are doing that thing 
in another way under appropriations for experimentation, are you 
not! 

General MacArrner. I know of no case myself where we have 
put in educational orders. We are anxious to get the legislation 
through. 

Mr. Corzins. You are spending that money for experimentation ? 

General MACARTHUR. Yes. 

Mr. CoLLrxs. You would make your legislation fit all of the 4,000 
articles you speak of? 

General MACARTHUR. No; only those not of commercial manu- 
facture. 

Mr. Corrtns. What, for instance ? 

General MacArtutr. What are some of the items that you are 
interested in? 

Col. Irvina J. Carr. Antiaircraft firing equipment, range finders, 
and certain recuperators, 

Mr. CoLLixs. We are supplying those now. 

Colonel Carr. We are manufacturing them in our own arsenals. 

Mr. CoLLins. And don’t you know that it would not be very long 
before you would have 25 or 30 other articles that manufacturers 
would want you to give educational orders for, and don’t vou know 
that it would be relativ ely a short time before some of the worst 
scandals would result that we have ever had in this country ? 

General Mose.ry. You would control that by appropriations. 

Mr. Contins. But vou can not do it. With reference to your 
mobilization plan, when these factories and transportation lines are 
mobilized, you stated that vou would have as the persons in charge 
of their mobilization men who were not connected with the combat 
activities of the Army. I think that was your language? In other 
words, combat officers, as I take it. Do vou mean by that that you 
would have the mobilization of the industries of the country under 
noncombat officers? Was that your meaning? 

General MacArrucr. All of that will be under civilians. That 

was the idea that I intended to convey. 

Mr. Cons. Why are you commissioning now some 15,000 reserve 
officers to look after the mobilization of industry in time of war? 

General MacArtHer. 1 think 2,300 is the figure. 

Mr. Connixs. Oh, no: vou have comprehended 15,000. 

Secretary Herter. That number includes all the specialized staff 
positions. 

Mr. Cottrxs. But why commission them as officers? 

General MacArritr. I don’t understand the question. I don't 
know where you get the 15,000. 

Mr. Connixs. There have been 15,000 men commissioned as officers 
in connection with this procurement plan; commissioned primarily 
for duty in factories and transportation companies and in industry 


WAR POLICIES COMMISSION 385 


generally. If civilians are to manage our industries. why give those 
men commissions in the Army? The number does not make any 
difference. 

General MacArtuur. We do not commission any officer in the 
procurement of supplies. We commission officers in various supply 
branches of the Army and those men frequently are combat officers 
and will go to the front. I presume you refer to the 15,000 as being 
officers in the Quartermaster Corps and in the Ordnance Depart- 
ment. l 

Mr. Cotirns. Why commission them at all, if the mobilization of 
industry is going to be done by civilians / 

General MacArTHUR. The work of those men in time of war is not 
going to be with reference to industry, but with reference to the 
supply branches of the Army. They will perform all the duties with 
respect to supply that these branches must perform for the Army in 
war. 

Mr. CoLLins. Let us take it in another way. You don’t believe in 
the mobilization of industry being handled by Army officers ? 

General MacArTHur. I believe it should be handled by the best 
groups you can get out of the Army, the Navy, and the civilian ele- 
ments of the country. As the plan states, any governmental control 
over industry will be ee bv the President through a civilian 
organization. I did not make any such inference as vou have in 
mind. 

Mr. CoLLixs. Then it is not your thought that the mobilization of 
industry should be done exclusively either by civilians or by the 
military ? 

General MacArruor. I said neither. I said that that question is 
not open to a direct answer. The complete plan that we have out- 
lined here, and what has taken me an hour and a half to read, I can 
not answer by yes or no. The whole organization that we have is 
based upon the brains of the Army. the Navy, and the civilian, and 
we used them all in order to set up this product. 

Mr. CoLLixNs. That is all. 

General MacArtruor. To answer definitely that I do or do not 
would not convey my thought at all. 

Secretary HurLeY. If Congressman Collins has a reasonable sug- 
gestion as to a change in your plan, which would bring about a more 
workable program, vou would not be averse to that suggestion, would 
you? 

General MacArTHUR. Not averse, but we would welcome it. We 
are trying, as I said, to be the pioneer in suggestive thoughts along 
this line, and our voluntary contribution 1s not in the form of a 
didactic military requirement, to force this thing down. It is merely 
to offer suggestive thoughts on the solemn and great problems that 
face this commission. 

Mr. CoLLixs. There has been nothing said here to create a con- 
trary view. All that I have been trying to do in my questions has 
been to clarify, for myself, at least, certain phases of General Mac- 
Arthur’s plan. 

-Mr. Payne. Mr. Chairman, may I add a word about the question 
of educational orders. It has reference to articles being made at 
arsenals, that are not being made by industry, and which industry 
should know how to make. That is all that educational orders means. 
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' There would be no scandal, and you would be getting somewhere. 
An educational order does not mean producing large quantities of a 
finished article, but it does mean being supplied with jigs, dies, 
and gages so that men can make that article, 

Mr. CoLLins. And we appropriate every year for jigs and dies, 
and gages in the amount that you gentlemen recommend and we 
give you all that vou ask for. 

Mr. Payne. You have not given us the educational orders? 

Mr. CoLLiNs. No. 

Mr. Payne. And that is what we are talking about. You make a 
great point of educational orders, but do not understand what we 
are driving at. 

Mr. Cortans. It is nota question of understanding. 

Secretary HurLey. If that is all, we are through with General 
MacArthur. Thank vou, General MacArthur. 

The next witness will be Gen. George Van Horn Moseley, Deputy 
Chief of Staff. General Moseley was in charge of the supply (G—) 
section of the American Expeditionary Forces, on General Pershing’s 
staff. He has received the following awards: D. S5. M.. Commander 
Order of the Crown (Belgian), companion Order of the Bath 
(British), commander Legion of Honor, croix de guerre (palms) 
(France), commander Order of the Crown (Italian). 


STATEMENT OF MAJ. GEN. GEORGE VAN HORN MOSELEY, DEPUTY 
CHIEF OF STAFF, UNITED STATES ARMY 


Secretary Turney. General Moseley, in reference to the questions 
that we have just heard in regard to the 6 per cent level of profits, 
would you mind explaining to the commission just what the War 
Department's attitude on that subject is? 

General Moserer. Mr. Chairman, may I ask Major Wilkes to 
answer that question, because he has worked on it for the past two 
years. * 

Secretary Hurtry. That is satisfactory to the commission. 

Major Winkes. The War Department plans are based on the de- 
termination for the time and place of purchase of a falr price for 

each commercial article purchased. The method of this O 
tion will be the same as that which is normally used by business 
men: namely, free negotiation between the buyer and seller. It 
is essential that the Army purchasing ageut should show similar 
zeal and efheiency in representing the U nited States in these pur- 
chases as he would if his own money were at stake. In order to 
have suitable purchasing agents to protect the interests of the 
United States, we caretully select them in time of peace and com- 
mission them in the Reserve Corps and train them for the work 
they will be expected to accomplish in war. The ordinary peace- 
time form of contract, with slight modification, will be used in war 
whenever possible. This will be possible when the article which is 
procured is commercial in character or when the contract is of short 
duration. 

During the World War it was found that the contractor fre- 
quently refused to carry the risk incident to the production of non- 
commercial items or construction projects extending over long 
periods of time. To relieve them of these risks a cost- plus contract 
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was often made use of. This contract provided for paying the 
contractor in full for the cost of the work and gave him a fee figured 
as a percentage of the cost. The failure of this contract as ad- 
ministered during the war was due to two principal causes. First, 
the elements entering into the cost frequently were not agreed upon 
definitely at the initiation of the contract; second, since the fee was 
based on the cost, the contractor was offered no inducement to 
economy. In fact, the contractor’s fee increased with cost. In or- 
der to secure the advantages of the cost-plus contract with none of 
its disadvantages, the War Department has prepared a form known 
as the adjusted-compensation contract which will be used for the 
particular purposes indicated in any future war. This contract 
was briefly described to you by General MacArthur. It is from his 
description that the words * six per cent” were picked up, which 
have caused so much confusion. I will try to clear up the misunder- 
standing that has developed. The adjusted-compensation contract 
assumes that as the contractor refuses to accept the risk he can not 
expect to receive speculative profits from the contract. However, 
as it was thought that the contractor should be offered some induce- 
men to economy and efficiency, provision was made for it in the 
contract, as follows: 


A contractor is required to submit for approval a detailed estimate of the 
cost of the proposed work analyzed into its primary elements and supported by 
a schedule of the unit prices whieh he expects to pay for materials and 
services. The United States undertakes to pay promptly the actual costs of 
the work as they accrue, including a reasonable overhead and salaries for the 
personal services of the contractor and his agents. At the termination of the 
contract the United States agrees to pay the contractor a fee figured as a 
rental for the plant belonging to him actually employed on the work and an 
operating fee for the plant furnished by the United States. This fee is then 
increased or decreased by a percentage of the amount that the actual cost is 
found less or greater than the estimate. The rental fee for the contractor's 
plant is stated as 6 per cent per annum of its appraised replacement value. 
The rental of the plant is, of course, a part of the cost of doing the work, but 
is set apart as the fee from which is deducted the penalty for failure to meet 
the estimate, if such should aecrue. The contract is so worded as to deti- 
nitely limit both the possible amount to be added or to be subtracted from 
the basic fee. Paragraphs providing for the termination of the contract 
prior to completion for adjustment due to changes in unit prices and to provide 
for taking the work out of the contractor's hands in case of his failure or 
imminent failure will also be included in this form. 


Secretary Hurry. Does the analysis of costs take into considera- 
tion the prevailing prices of labor in a given community? 

Major Winkes. The analysis of the costs submitted by the con- 
tractor under the adjusted compensation contract is based on the 
actual unit prices for labor and for materials that are in effect in 
the locality at the time. 

Secretary Hurrey. The contract has not within it any of the 
elements of forced labor or of fixing of labor prices? 

Major WrLkes. No, sir. It has not. 

Secretary Hurrey. If that contract should result, as suggested by 
Congressman Collins, in one man making a minimum peace-time 
profit and the other an excess profit, would you then equalize those 
profits by an excess-profits tax? 

Major WiLkes. There ought not to be any excess profit regardless 
of the cost of doing the work. It is expected that the contracting 
officer will carefully check the contractor’s estimate and supervise 
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his expenditures during the existence of the contract. The con- 
tractor’s fee is definitely fixed by the contract and is not excessive, 
no matter how excessive his estimate. 

Secretary HurLeY. I know under your plan you think there will 
not be, but in the event that such inequality as has been suggested 
should actually occur, would an excess war-profits tax insure equi- 
table adjustment ? 

Major WiLkes. Excessive profits should be recaptured by taxa- 
tion. Of course, the details of tax laws are not the responsibility 
of the Army. Congress will, no doubt, do what is fair. The 
adjusted compensation contract definitely fixes the amount of the 
contractor's fee and would make it easy to assess the amount of his 
tax. 

Secretary HuxkLey. In other words, you believe that the suggestion 
that has been made here would eliminate war profits? 

Major WiLkes. The form of contract was carefully devised with 
that end in view. However, I am sure that the War Department 
would very willingly change the form of contract it has tentatively 
adopted if an impr rovement can be made. The adjusted compensation 
contract was devised by a board of experienced officers specially 
selected for the purpose and they worked with one objective before 
them, namely, to eliminate the possibilities of unreasonable profit and 
at the same time provide for the performance of essential work 
under very unusual conditions. They were assisted by many 
civilians. 

General Mosrrey. All departments of the Government were rep- 
resented in that board, Mr. Secretary. 

Secretary Hurury. Are there any questions that the other mem- 
bers of the commission would like to ask? 

Then, General Moseley, I want vou to address vourself to what is 
an apparent misunderstanding of what General MacArthur read 
with regard to the provisions of the Constitution of the United States 
that make men between the ages of 15 and 45 available for military 
service. Distinguish between available and the actual draft for such 
purposes, 

General MosrLeY. The national defense act defines the militia as 
all able-bodied male citizens of the United States, and all other able- 
bodied males who have or shall have declared their intention to 
become citizens of the United States and who shall be more than 18 
years of age and not more than 45 vears of age. The selective service 
law included in the War Department plan is based upon a similar 
law of the late war, which selected a block of individuals between 
the limits of 18 and 45. In the late war the men found most suitable 
to serve its purposes were between the ages of 21 and 30. That was 
the block, and within that block the necessary men were found. They 
were registered as prescribed by law and as explained by General 
MacArthur. Men who were not selected to serve in the Army were 
not, as indicated by one of the questions, turned over and employed 
under any draft in industry, As you know, in the late war many 
men who were deferred initially on account of industrial demands 
were later absorbed into the Army, when they were no longer essen- 
tial in industry. 

Secretary HurLeY. And in the plan suggested by General Mac- 
Arthur there is nothing intended to indicate that the plan prescribes 
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the use of any forced labor or the drafting of men into the military 
service and then turning them over to private institutions as laborers. 

General MosELEY. Not at all, Mr. Chairman. That has been 
repeatedly put up to the War Department. It has been repeatedly 
studied and it has always been condemned. The policy of the War 
Department is that we can never in time of emergency draft labor. 
There is no plan in the War Department based on that principle. 

Secretary HurLeY. And as to the formulation of this suggestion 
made by General MacArthur, that is not a, military plan designed by 
the Military Establishment alone? In the making of the plan every 
element of the citizenship has been considered and their ideas have 
been studied and absorbed so far as possible ? 

General MosreLeY. Mr. Chairman, 90 per cent of that plan at least 
is based upon the study of civilian minds, and upon civilian experi- 
ence in the late war. Under our present set-up, we have had such 
men as Mr. Baruch, men of that character, who have appeared before 
the Army Industrial College from time to time, not only to give 
us the fruits of their vast experience resulting from the late war, 
but also to keep us abreast of the great industrial development since 
the period of the late war. This plan is based upon principles that 
we have obtained from those sources, worked over from the point 
of view only of military requirement. This plan which was fur- 
nished you, and is an appendix to the statement made by the Chief 
of Staff, represents only a very small part of the work being done 
by the War and the Navy Departments. This document is only a 
statement of the basic general principles under which we are work- 
ing. If you will follow out the ramifications of this plan, you 
will run into some very interesting things, and one of the hopes 
expressed in the statement of General MacArthur is that the appro- 
priate committees of Congress will take some interest in our prob- 
lems and sometimes call before them officials of the War Depart- 
ment, and say, “ Here, what are you doing along this line? Let 
us see your plans.” We would like to have them take that interest. 
If they will follow out that suggestion, what will they find? Go 
down to the Ordnance Department, as an example. You would see 
there how much has been accomplished along these general prin- 
ciples. I sav the Ordnance Departinent because it is the most difh- 
cult, because ordnance supphes are not found in the civilian life 
of the Nation. Mr. Collins spoke of 4,000 things that we have listed. 
Probably over 3,000 of these items we will buy on the streets of 
the Nation, but in the Ordnance Department you will find critical 
items. First, the more important ones—like a gun. The Ordnance 
Department manufactures a pilot model of a gun in our own arse- 
nals. When it has been accepted finally by the using services, the 
Ordnance Department perfects plans for its production, listing 
materials and equipment necessary, together with expert mechanics 
required. You must remember that in war we always go into the 
first battle with the ordnance equipment saved from the previous 
war. In this respect, we are always one war behind. Should war 
occur again, we will be in it several months before our new guns 
are produced in quantity. We do not attempt in time of peace to 
pide those new guns in quantity. It would mean a great outlay 
of funds for equipment which might become obsolete. 
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There is one thing that is a real emergency always, and that 1s 
ammunition for these weapons we have held over from the late war. 
That is what we always say when we go before congressional com- 
mittees, and when they ask us about our critical items and our war 
reserve we tell them generally that they can scrap most of the old 
war reserve but they must allow us ammunition for that ordnance 
material which we will use in the initial days of the next emergency. 
So, if you go down to the Ordnance Departinent, you will find those 
pilot models and you can see what has been done to facilitate their 
production in the event of an emergency. In some minor pieces of 
equipment you may find that instead of having a model they will 
have big plates with drawings, with every detail as to manufacture 
and material required. 

I was out in Pittsburgh the other day and visited several con- 
cerns in which we are deeply interested. There was one that served 
us in the late war. It is one of the concerns that will manufacture 
certain articles of equipment for us in the event of an emergency. 
That firm keeps on hand our latest models. If we change a model 
in any detail, we advise them. I could go to that telephone there 
and call the manager now, and he could go promptly into production 
of the article allocated to him. That is what we are doing in refer- 
ence to our critical items. As for the other articles, we will go on 
the streets of the Nation and buy them at a fair price. 

Secretary Hurney. The object in having this plan continuously 
studied, and in not requesting specific legislation concerning what 
will be done in case of emergency, is to be able to change the plan 
with changing economic conditions in the Nation, so that in case of 
an emergency the establishment would not be frozen to a plan that 
was not in accord with the then existing economic conditions. Is 
that somewhat the reason for your suggestion ? 

General MoseLeY. That is vital, Mr. Secretary. As you know, 
that has been our underlying policy in the War Department. We 
have in the appendix of this plan certain suggested legislation, and 
it is worked over from time to time. Those are the things that 
ought to be studied at least once a vear by the appropriate com- 
mittees of Congress. 

Secretary Hurrey. As to those suggestions for legislation, you do 
not ask for their enactment now ? | 

General Mosrrry. No. 

Secretary HurLeY. You simply want those to be studied continu- 
ously so that 1f an emergency arises Congress will have before it ap- 
propriate legislation to conform to the then existing economic con- 
ditions. 

General Mosrrer. That is true. It is interesting to study the 
wording used in the declaration of war against Germany. That was 
a very powerful document. If we had had our present experience 
then and could have added only one or two sentences or clauses we 
would have had the basis to enable us to go ahead with this whole 
business without waiting for any one of those laws which would fol- 
low in their regular turn later. And so—just as you point out. Mr. 
Secretary—that plan is subject to revision every dav. It is subject to 
revision due to the changes in the life of the Nation. It is subject to 
revision due to the fact that the Armv and the Navy are constantly 
confronted with changing conditions. We can.illustrate that. as was 
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pointed out by the Chief of Staff in his statement, in this, that we 
entered the last war without any plan. We did not have any plan 
for the building that we were then constructing. We had the re- 
sulting confusion that has been described. 

General MacArthur pointed out one thing that I think we should 
bear in mind very clearly—and that is, the difference between the 
situation then and now, so far as the Army is concerned—first, on 
the human side, and second, on the industrial side. 

On the human side, we have to-day, spreading over Ámerica, a 
human framework, partially trained, in which we can absorb the 
human beings we are talking about in this plan. We can absorb 
them promptly because of this framework. This framework would 
be greatly augmented at the outset by trained men who would re- 
join it. Thus, we have an organization which can absorb the new 
human material quickly. We did not have that before the late 
war. 

We have another framework set up by this plan, which is adjusted 
to the industrial life of America—adjusted in a practical way. Our 
requirements, if they were needed to-morrow, can be promptly 
hooked onto that framework all over the country. For instance, 
take the question of medical supplies. We plan to purchase them 
in two or three places, that is, where they are manufactured. On 
the contrary, food—especially in the first few weeks of the war— 
would be purchased on a decentralized basis, that is, spreading the 
burden fairly all over the country. Congress has often proposed that 
we have a system of centralized purchase. It visualizes a lot of 
bright boys, sitting in one room some place in Washington, doing all 
the buying. It can not be done. As a matter of fact, in the War 
Department now, our buying is centrally controlled and in the event 
of an emergency the Ordnance Department and the Quartermaster 
Department would spend approximately 80 per cent of the money. 
The remainder would be spent by four or five of the other services. 

There is another thing we ought to avoid, when we consider the 
great question of procurement—Í am getting away from your ques- 
tion, Mr. Secretary—and that is the effort made during the last 
stages of the late war to centralize procurement along commodity 
lines. That almost ruined us. What the Army needs is a finished 
piece of equipment and what the Navy needs is a finished battle- 
ship—at the front, at the proper time, ready for use. We dont want 
a lot of lumber, metal, and all that sort of thing, arriving at different 
times. We have to have the finished article complete, the raw mate- 
rials having already been properly absorbed. 

Secretary Hury. It has been suggested that there may have 
been some misunderstanding also about the commissioning of re- 
serve officers for the performance of procurement for industrial 
purposes. 

General MoseLeY. Mr. Chairman, the figures are very small. Be- 
fore answering the direct question, let me remind the commission 
that we have 123 officers in the whole United States Army who are 
on this procurement duty all the time. We have added to them 
some 53 officers, who are working with us part of their time on this 
work. So it is not a large number. Referring to the number of the 
men to which attention was called by one of themembers of the 
commission—some 15,000—I know of no such number? In the op- 
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eration of this plan, in making purchases, and dealing with industry 
all over the country, we have to have somebody representing Uncle 
Sam. We speak of these men going to the Industrial College. Why 
do we send them there? So that they will not only understand the 
War Department requirements, but will be in touch with the eco- 
nomic and industrial situation throughout the country. Those men 
will be our procurement officers largely throughout the country, and 
they will place our orders with industry. They will represent the 
Government in seeing that the contractor lives up to the specifica- 
tions of the contract. They have nothing to do with the operation 
of a factory at any place. They will not control anybody. They 
will interpret the War Department requirements, and the Navy 
requirements, possibly, to industry. They will give them the order; 
they will perhaps supervise its execution. Some of them may have 
something to do with the settlement of accounts. 

Secretary HurLeY. To clarify that a little more, roughly speaking, 
how many reserve officers are there in the United States? 

General MoseLeY. Exclusive of some of the National Guard officers 
who are also reserve officers, about 100,009. 

Secretary HurLey. I am trying to get some reasonableness for the 
‘estimate of 15,000. Of that 100 000 in your opinion, how many are 
in the ordinary branches and how many in the special branches? 

General MoseLeY. I can not answer that offhand. I know that we 
have allocated to this task about 6,500 officers, of whom we have 
actually commissioned and named about half. 

Secretary HurreY. Of course, those men are not under pay? 

General MosereY. Never, except sometimes as they come back to 
us for two weeks’ training, as every other reserve officer has a right 
to do at the proper time. 

Secretary Hervey. 1 think the question in Congressman Collins’ 
mind was not the number assigned to a special duty in connection 
with this plan but the total number of specialists included in the 
100,000 reserve officers. That might be about 15,000. 

General MoseLeY. He may be correct in that. That is, the total 
number of our supply and staff officers of that class might make some 
such number. 

Mr. Haber. As a matter of overhead in carrying this program on 
from year to year, docs it involve any considerable matter of addi- 
tional current expense to the Government ¢ 

General Moserry. The sum total that can be charged to this is 
approximately $400,000. 

Mr. Haprny. A year? 

General MoseLeY. Yes. 

Mr. Hapury. And that is part of the estimate that is budgeted to 
Congress and submitted to the Subcommittee on the War Depart- 
ment of the Committee on Appropriations for its consideration. 

General MoseLeY. Yes. 

Mr. Ulaptey. In the consideration of its bills? 

General MoseLeY. Yes. 

Mr. HManter. And with that goes information to the subcommittee 
and thereby through the committee to Congress, of every activity 
that is included in that estimate? 

General MosrLeY. The complete breakdown goes to the committee 
each vear and they analyze each figure. 
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Mr. Hapbtey. So that to maintain this plan and carry it forward 
as recommended, would involve in your judgment a cost of about 
$400,000 a year? 

General MoseLeY. That was last year’s estimate, roughly speaking. 

Mr. Haptey. That is all. 

Colonel Carr. Mr. Chairman, I think that Mr. Collins in his: 
question in respect to the 15,000 officers, was referring to a statement 
of General MacArthur that we had surveyed in the neighborhood. 
of 15,000. facilities. 

Secretary HurLeY. No; I think it goes back further than that. I. 
think he has reference to a statement that I made in the record some: 
time ago about the number of reserve officers who would be used in. 
the various staff branches. There is just one other subject that I. 
think is clearly explained in the record now, but I will ask you to 
repeat. These officers would be officers of the Army. They would 
not run industrial institutions in time of emergency 

General MoseLeY. Oh, no; not at all in any case. There is one 
thing that I would like to call attention to, if I may, in connection 
with General MacArthur's remarks. That is the question of the 
organization set up to control the whole industrial situation in time 
of war. I think that is the most important part of all of our plan,, 
and it is important because it solves many difficulties that were 
difficulties in the late war. Under this set-up the Army has its. 
procurement activities in war, as has the Navy. These are coordi- 
nated under this superstructure, but that is not all. You have cer- 
tain demands, as was pointed out by the Chief of Staff, that might 
come from such activities as the Shipping Board, from the railways, 
from the welfare organizations, which were enormous in the late 
war—as well as the continuing demands from civil life. Those: 
agencies all head up to this super organization and are coordinated. 
by it and that is a very important thing for us to bear in mind, be- 
cause even if the War Department had a fine plan and the Navy 
Department had a fine plan in itself, if they were not directed 
through one agency by the President of the United States, the system 
would fail. 

Secretary Hur1eY. And that agency is civilian and not military? 

General MoseLey. Civilian and not military. The only military 
part of that agency consists of those men who come in to give certain. 
expert knowledge as to requirements, military and naval. 

ecretary HurLeyY. That is all. Thank you, General Moseley. 

(Thereupon the meeting adjourned until 10 o’clock a. m., to-mor- 

row, May 14, 1931.) 


PLAN FOR INDUSTRIAL MOBILIZATION 


The following was submitted for the record by General Douglas 
MacArthur, Chief of Staff, United States Army: 


+ * * * + * + 
President Hoover, in 1924, said : 


“ While I have the impression that in case of another war, some years hence, 
the conditions surrounding it might require a set-up apropos to its nature, On 
the other hand, greater preparedness in administrative organization would have 
prevented many losses and much confusion which occurred during the early 
stages of the last war owing to the time required to develop adequate adminis- 
tration. The conditions then were unprecedented, and organization had to a 
considerable degree to be developed by experience.” 

* * * * $ * $ 


Mr. Bernard M. Baruch says: 


“ I have no fear about the various draft acts being passed in time of a great 
emergency. What 1 am thinking about more is the fact of having an organiza- 
tion to put these acts into effect. * * + I think we can better devote our 
time to the particular things of getting the organization ready to function 
in case of war. I presume you have your military organization, know how 
to maneuver your men and guns, and I presume you have schemes for moving 
your men and munitions, and all that kind of thing. Why not get the same 
thing in the industrial mobilization?” 

* > * > $ è $ 


CONTENTS 


Introduction: 
Historical sketch od as 
Necessity for planning. ccoeciesrsuonieracacocosla cata 
Legal authority for planning- ..._....-...---------------------- 
Part 1. Essential steps of a complete plan for industrial mobilization...- 
SUMMATY oot oe eo ee N oh See ete ae eek 
Part 2. Existing plans for industrial mobilization. -- ------------------ 
Army procurement plan.........--..---------------.------- 
ocurement war plans of the Assistant Secretary of War (list) 
Plans for controlling industrial and economic resources in war. - - - 
Specific methods available_..........---....------------ 
Erion AA A Se ae 


Control of foreign trade. --------------------------- 
Government-owned corporations__........----------- 
Application of the methods of control.......-...---.----- 
PaCuitiessd coe tote oe ee OA 


Transportation. .......-..-.----.----------- eee ee 
Organizational plans____._.......-------------.-------- 
Considerations governing the Assistant Secretary of War 

in preparation of plans.__.....--.-------.-------- 


Chart 1. War organization under the President. .........-...-- 
Chart 2. Organization of the Executive Department for war.... 
Chart 3. Organization for the support of the fighting forces... 
Chart 4. Organization for the mobilization of industry.......-- 
Chart 5. Functions of the organization shown in chart 4.._._._..-. 
Chart 6. nados diagram to illustrate the supply of the fighting 

e A A A A Da PaCS T 
Chart 7. Development of the organization for the employment 

Of industry in War. 2.226652. 2622 cect cee wee es 
Chart 8. Organization of Labor Administration in war...._....- 
Chart 9. Functional chart of the organization shown in chart 8. . 
Chart 10. War organization of the office of the Assistant Secre- 


tary of Wet. Esta ee lat ld 

Chart 11. Organization and functions of the office of the Assistant 

Cretary of Wero a oe e 

Appendix 1. The successive steps in procurement planning. ----.------ 
Determination of type.....-.-...------------------ 

Determination of requirements___.........---------- 

Planning for the procurement of primary requirements. 

Planning for the procurement of secondary requirements. 

Appendix 2. Organization of the office of the assistant Secretary of War. - 
Administrative division...........-.-..-.---------- 

Commodities division__..........------------------ 

Procurement control division...........--.---------- 

Industrial division_......-----.------.------------- 

Appendix 3. Draft of laws which may be enacted in war to assist in setting 
up and operating the proposed organizations...-..--- 

Bill for the mobilization of man power and material re- 


Bill relating to the acquisition of private property in an - 


EME ss fe i eek ce ae 
Bill for the creation of a Bureau of War Risk Insurance- - 

Bill for the creation of a War Trade Board--.--..---- 

Bill for the creation of a War Finance Corporation. - - - 

Bill prescribing the details essential in a draft of man 

A A ck ec eonces 

Appendix 4. Personnel required as a nucleus for the office of the Director 
OL War Industry suo. ias ts eses e 

Appendix 5. List of supporting plans....-..--.---------------------- 


48440—31—pt 2—_—4 397 


Digitized by Google 


FOREWORD 


The Assistant Secretary of War is required by law to develop two 
general plans for war-time operations. The first of these is designed 
to govern Army procurement. The Assistant Secretary of War has 
sole responsibility for the development of this plan and for its exe- 
cution in emergency. 

The second is a complete industrial plan for war. The Assistant 
Secretary of War, although the only official charged by law with its 
preparation, will not be responsible for its execution in war. Its 
purpose is to assist a war-time President in mobilizing and control- 
ling American industry. The interest of other governmental agen- 
cies in some of the basic provisions of this second plan is fully ap- 
preciated. Furthermore, certain offices are proposed on accompany- 
ing charts, in whose organization and functions other officials are 
more directly concerned than is the Assistant Secretary of War. 
These are shown in order to indicate the relationships that should 
exist between the heads of the industrial organization and other prin- 
cipal assistants to a war-time President. The Assistant Secretary’s 
proposals on these points represent an effort on his part to initiate 
the process of adjustment that will finally develop substantial agree- 
ment covering these matters among all interested agencies. 


INTRODUCTION 
1. HISTORICAL SKETCH 


Each succeeding war of ancient and medieval times witnessed some 
alterations in military formations and tactics, but little if any radi- 
cal changes in the implements with which armies were equipped, or 
in the general aspect of military maneuvers and battles. The Eng- 
lish invasions of France that had their culminations in the battle of 
Crecy and Poitiers in the fourteenth century were more nearly re- 
lated, so far as types and quantities of weapons were concerned, to 
the Grecian wars 1,800 vears earlier than they were to the operations 
of the British Army in France in 1914-18. 

The close of the Middle Ages and the introduction of gunpowder 
marked the beginning of an era of rapid change in tactical methods 
and in the means used to accomplish the destruction of a hostile 
force. The soldier has ever been quick to seize upon the scientific dis- 
coveries and developments of peace to assist him on the battlefield. 
Modern industrial progress has consequently occasioned a kaleido- 
scopic change in battle conditions, in spite of the fact that the basic 
principles of war remain the same from age to age. More and more 
the soldier has come to depend for his effectiveness upon the skill of 
the inventor, who designs his weapons, and the work of the artisan, 
who produces them. The blunderbuss has developed into the auto- 
matic rifle, and the muzzle-loading cannon into heavy ordnance that 
hurls destructive shells so deep into the hostile lines that the aviator 
has been called upon to act as observer for the gunner. The airplane, 
the bomb, the tank, the products of the chemical laboratory, the sub- 
marine, the automobile torpedo, and hundreds of other appliances 
produced by industry are now essentials in battle. 

Complicated weapons and machines are used up rapidly in war. 
Armies and navies must not only be well supplied initially—but 
maintenance must be adequate and continuous. ‘Thus, the success of 
a modern fighting force is directly and immediately dependent upon 
the ability of the Nation’s industrial resources to satisfy promptly 
its requirements in munitions. In addition, throughout the dura- 
tion of the war the Nation must. continue to produce. all the material 
things upon which the health and well being of its population depend. 
War i is no longer simply a battle between armed forces in the field— 
it is a struggle in which each side strives to bring to bear against 
the enemy the coordinated power of every individual and ev ery 
material resource at its command. The conflict extends from the 
soldier in the most forward lines facing the enemy to the humblest 
citizen in the remotest hamlet in the rear. 

Prior to 1914 the tremendous influence that industrial and eco- 
nomic factors would exert in modern war had been but dimly appre- 
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ciated. Since the World War, however, many thoughtful students 
have devoted to these things a great amount of study and research. 
Exhaustive accounts of almost every kind of industrial and eco- 
nomic activity in that war are now available. These serve as a 
basis for the deduction of principles applicable to this phase of 
modern warfare. 

The industrial experiences of most of the great nations during the 
World War were in many important particulars strikingly similar. 
The following observations apply with almost equal force to each 
of these countries. 

Adequate provision to supply, for more than a brief period of 
time, the munitions needed by the armies in battle had not been made. 
The amounts of ammunition and supplies consumed daily on the 
battlefield far exceeded pre-war estimates. 

It was quickly found necessary to begin exercising a governmental 
control over the Nations raw materials, labor, power, transporta- 
tion systems, and producing facilities, and to attempt to use them 
for those purposes which would best meet the immediate needs of 
the Nation as a whole. 

Extraordinary demands for certain types of materials and serv- 
ices occasioned violent disturbances in prevailing price levels and 
demanded governmental measures to fix or control prices. This 
practice was more prevalent in some countries than in others. 

The administrative machinery for controlling national industry 
had to be set up as a separate and independent governmental agency, 
directly responsible to the supreme executive head of the State. 

It was found that to secure coordinated effort by a whole popu- 
lation demanded a high national morale. Methods adopted to direct 
and control the resources of the country necessarily had to appeal 
to the people as fair, reasonable, and efficient. . 

The industrial and economic fabric of the enemy was attacked 
in every possible way. (The Allies did this by physical blockade 
and pressure upon neutral countries—the Germans did it by launch- 
ing submarine attacks on allied sea commerce. ) 

Methods used to direct the industrial effort had to be extemporized 
on the spur of the moment and in the heat of conflict. The folly 
of permitting the country to drift into war without having made 
provision for prompt mobilization of industry was brought home 
to the people and to their leaders. The country was saved, initially 
at least, from disastrous results because the enemy, through a like 
failure, was unable fully to take advantage of the situation. Spe- 
cifically, in the case of the United States, grave consequences during 
the preparatory and readjustment period were avoided because of 
the protection given by the armies and navies of our allies. In 
all cases, however, improvised methods were unable to prevent 
profiteering in some quarters and unnecessary suffering in others; 
and extravagance and delays in procuring munitions. 

During the past decade each of the world powers has attempted to 
devise a svstem under which, in the event of another war, its in- 
dustrial mistakes of 1914-1918 could be avoided, and its material 
resources could be rallied to the Nation’s support in an emergency 
with the minimum of delay and the maximum of efficiency. 
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2. NECESSITY FOR PERPARA T OF INDUSTRIAL PLANS IN 


The United States is a Nation of 120,000,000 people. Its aggre- 
gate wealth is reckoned at $400,000,000,000. The industrial planning 
agencies are engaged in the task of developing methods whereb 
the combined efforts of this huge organization may be coordinated, 
and where necessary diverted from their normal pursuits of peace, 
toward the single purpose of winning a war. 

The development of American industry during the last centur 
has been accomplished under a doctrine of free competition, A 
permitted full exploitation of the American characteristics of self- 
reliance and initiative. The Government has wisely refrained, as 
far as practicable, from interfering with the operation within our 
own country of fundamental economic laws. Governmental con- 
trol of the individual and wealth has been limited, in theory at least, 
to that necessary to preserve free competition, and to prevent in- 
fringement of individual rights. The trite saying, “ The more busi- 
ness in Government, the less Government in business,” expresses 
epigrammatically the philosophy of our people respecting the in- 
dividual’s control over his own capital and his own efforts. 

In war all this changes. Demand becomes not only abnormal, but 
is measured in terms of national self-preservation rather than in 
capacity to pay. Time is vital. The interests of the individual must 
be wholly bodad to the interests of the nation. Supplies 
must be obtained regardless of expense and effort. Prompt action 
will be necessary, but snap-judgment decisions should not direct this 
action. Efficiency can result only from study, from knowledge, and 
from deliberate prior preparation. 

The chairman of the War Industries Board of 1918 had the fol- 
lowing to say in his final report to the President: 

“That much of the confusion experienced in collecting the supplies for this 
war could have been avoided by a more painstaking, thorough, and comprehen- 
sive effort on the part of the Government supply bureaus to work out a program 
of requirements, even a program tentative in many of its details, there is little 
doubt. That such a program would have been exceedingly difficult to frame 
is quite certain. 

The experience of the board in this respect suggests the thought that there 
should be established a large unit of specially qualified officers of the War 
Department devoted in time of peace to studies of supply programs for Suppos- 
ititious military undertakings. As these programs would always have to be 
based upon the obtainability of the supplies outlined, the bureau should be 
required to go deeply into a study of the industrial resources and possibilities 
of the country as they relate to war needs.” 


3. AUTHORITY OF THE ASSISTANT SECRETARY OF WAR TO PLAN FOR 
INDUSTRIAL MOBILIZATION 


National defense act, section 5a: 

“ Hereafter, in addition to such other duties as may be assigned him by the 
Secretary of War, the Assistant Secretary of War, under the direction of the 
Secretary of War, shall be charged with supervision of the procurement of all 
military supplies and other business of the War Department pertaining thereto 
and the assurance of adequate provision for the mobilization of matériel and 
industrial organizations essential to war-time needs.” 


Handbook for the War Department General Staff, prepared under 
the direction of the Chief of Staff: 
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The Assistant Secretary of War is the custodian of the records of the Council 
of National Defense and of the War Industries Board. The only peace-time 
existence of these war-time superagencies is in his oflice, and it devolves upon 
him to draw plans for their operation in war. There are certain other super- 
agencies of the business of war that existed in the last war and which must 
exist again in the next. * * * The Assistant Secretary of War can not give 
“the assurance of adequate provision” for industrial mobilization unless he 
plans for the recreation of these agencies. 

The responsibility of the Assistant Secretary of War thus em- 
braces two fairly distinct and yet related problems. The first is to 
arrange in detail for the production of Army munitions in war. 
(In the Navy Department appropriate authority will necessarily 

make similar arrangements for naval munitions. While there exists 
no law centralizing procurement responsibility within the Navy 
Department, vet that service is accomplishing the same purpose 
through administrative action.) 

The second task of the Assistant Secretary of War is to develop 
broad plans for the mobilization of national industry to meet the 
country’s complete industrial needs in war. Thus the first task is 
really an included part of the second one. 


PART 1 


ESSENTIAL STEPS OF A COMPLETE PLAN FOR 
INDUSTRIAL MOBILIZATION 


1. Mobilizing a nation for war is an involved and intricate process. 
Adequate provisions must be made to meet the necessities during 
the war of the country’s population. It is by their will that the 
appeal to arms is made—and it is by their efforts that the war must 
be won. Over and above this accomplishment peace-time armies 
and navies must be greatly expanded, equipped, and maintained in 
sufficient strength to accomplish the defeat of the hostile armies 
and navies. Armed forces must be left free to fight, and must not 
be burdened with any other national responsibility that would tend 
to divert their attention from this basic mission. 

Mobilization and maintenance of armed forces result in a decrease 
in the numbers of citizens available for productive purposes, at the 
same time that a great increase in the output of productive estab- 
lishments is required in order to provide the necessary munitions in 
war. Two methods are available—first to increase the aggregate 
volume of output; second, to divert labor and raw materials from 
the production of nonessential items to the production of those things 
absolutely necessary to the successful conduct of the war. In a major 
conflict both methods must be used. 

The United States is almost self-contained industrially. There 
exist within our borders in ample quantities the labor, power, facili- 
ties, and with certain important exceptions, all the raw materials 
necessary to usin war. Particularly is this statement true as applied 
to our total strength in man power. It is almost impossible to as- 
sume a situation where our population would be in danger of suf- 
fering actual hardships in war due to a lack of personnel to produce 
the necessaries of life. In practice, therefore, it is customary to 
approach our mobilization problem from the standpoint of deter- 
mining how many men we believe it necessary to organize into mili- 
tary and naval units under a given situation, rather than how many 
we could safely so organize. Since the maximum force we are poten- 
tionally capable of supporting greatly exceeds any we would con- 
ceivably mobilize, this is a logical and certainly the most direct 
method we could use. 

In this way we quickly arrive at the first great task in preparing 
a plan for industrial mobilization. The size of the armed forces to 
be raised and the estimated rate at which they would consume muni- 
tions combine to give us the amounts of material we must produce in 
war over and above (or at least different from) that produced in 
peace. This comprises what is usually referred to as the “ war load ” 
on industry. 

The first important step in the preparation of a complete plan for 
industrial mobilization is the determination of material requirements 
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by the Navy and Army separately in accordance with their coordi- 
nate war plans. These requirements are forwarded to the Army and 
Navy Munitions Board for coordination when necessary. The Army 
and Navy Munitions Board consists of the Assistant Secretaries of 
War and Navy, assisted by a number of committees on which the 
Army and Navy are equally represented. After coordination each 
department, working separately, proceeds to determine the alloca- 
tions necessary to insure the production of its requirements. If a 
conflict should arise between the two departments over anv alloca- 
tion, this conflict would be reduced if possible by free and informal 
conferences between corresponding agencies of the two departments. 
If no decision can be reached in this manner, then the question must 
be referred to the Army and Navy Munitions Board. In some cases 
the decision can only be made after war occurs. Conditions then 
existing will indicate ahat action is most suitable. 

The Army and Navy Munitions Board is composed of representa- 
tives of each service and has the duty of coordinating the procure- 
ment plans of both. The Army and Navy Munitions Board becomes 
the office of the coordinator of requirements in war. The dual head 
is then replaced by a single coordinator, which will render it much 
easier to reach a decision. 

2. Requirements for any assumed situation having been determined 
the next logical step is the development of the specific process 
through which these items may be promptly procured from industry. 
For the Army this is known as the Army procurement plan. Many 
considerations affect the development of such a plan but above all its 
purpose must be to assure prompt initiation of production of essen- 
tial items. Inspection and reception services must be provided for 
and arrangements made to forward finished items to the Army’s 
depots according to the schedules proposed in advance by the mili- 
tary authorities. 

3. When the amounts of material things needed by the Army, 
Navy, and other war agencies have been determined, and the methods 
for the distribution of this load to industry have been blocked out, 
the third essential step of the industrial mobilization problem be- 
comes immediately evident. It mav be stated as follows: To deter- 
mine the probable effect of the war load on industry, and the devel- 
opment of measures that will assist industry in absorbing that load. 

The essential elements of production are raw materials, labor, 
power, money, facilities, and transportation. The problem is to 
assure the most efficient use of these things. 

Under various assumed situations. there must be estimated in what 
elements of production there promises to be a shortage; just what 
effect the shortage will have and where it will occur; and there must 
be determined proper priorities for the use of those ‘things i in which 
the shortage will exist. 

Having ‘determined upon the proper uses for materials and serv- 
ices, the next problem is how to assure that they will be so used. 
Plans for this must be concrete, definite, and practical. There must 
be considered methods for utilizing efficiently the war powers of the 
President, the authority likely to be accorded by Congress, the war- 
time pow er of commandeering, and. above all, the force of public 
opinion. The support of public opinion is so essential that any- 
thing that may appeal to the majority of our people as unfair, un- 
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just, or arbitrary can not be permitted to creep into our plans. The 
economic burdens of war must be equitably distributed. 

This entails a proper control of prices, a problem never yet solved 
satisfactorily, and yet one that must be solved if profiteering is to 
be prevented, and war’s burdens are to be equitably distributed to 
all classes of citizens. 

To do all these things in time of war will require a control and 
coordination of the Nation’s material assets. Exhaustive studies 
must be prepared in time of peace concerning each of the controls 
that will necessarily be exercised from a national viewpoint—data 
must be accumulated—and a practical method pointed out for secur- 
dd the end sought. 

4. After there have been developed the methods to be employed 
to make effective the industrial controls that have been decade upon 
as necessary, we must next determine in what administrative bodies 
the authority for exercising them should be reposed, and how these 
bodies should be grouped together for efficient administration. In 
other words, there must be determined a roper form for an organi- 

zation that can supervise the execution ot plans, and administer the 
great executive task of controlling industry in war. 

The organizational plan is intended to operate under leaders and 
conditions of the future and must necessarily be elastic in its pro- 
visions. It is necessary, however, to foresee its essential parts in 
order that responsibility. may be definitely fixed—and relationships 
with other important agencies can be understood. The planning 
agency must also make necessary arrangements in peace to facilitate 
the organization and functioning of the control body upon the out- 
break of war. 

5. To summarize, from the standpoint of the Assistant Secretary 
of War, there are four principal steps to a complete plan for in- 
dustrial mobilization. These are: 

Determination of requirements. 

Development of plan for procurement of Army requirements 
in finished items. (Simultaneously the Navy Department 
makes specific arrangements for procuring munitions in 
war.) 

Development of methods for exercising essential controls over 
the material assets of the Nation in war. 

Development of plans for the administrative machinery that 
will execute approved plans. 


PART 2 
EXISTING PLANS FOR INDUSTRIAL MOBILIZATION 
Secrion 1 
ARMY PROCUREMENT PLAN 


1. The Assistant Secretary of War has observed certain well-de- 
fined principles in developing a plan to govern Army procurement 
in war. They are stated briefly as follows: 

(a) Procurement must be closely responsive to the needs of the 
combat branches. 

(b) Army demands on the resources of the Nation must not ex- 
ceed what 1s necessary. Thus will be minimized the deprivations 
that the civilian population will necessarily experience in war. 

(c) Above all things, procurement must provide the Army with 
its necessities in time for their effective use. 

(d) The supply branches, under the supervision of the Assistant 
Secretary of War, are the operating agencies in Army procurement. 

The essence of the procurement plan of the Assistant Secretary of 
War is the allotment, in time of peace, of a specific war-time task 
to each productive facility that will be required to assist in meeting 
the Army’s munitions requirements. 

2. Procurement involves the following processes: 

(a) Determination of what is wanted and where it is to be de- 
livered—The War Department General Staff prepares a mobiliza- 
tion plan which establishes the rate at which men are to be recruited, 
organized, and placed in the theater of operations. It also pre- 
pares the necessary organization and equipment tables, and super- 
vises the computation of requirements so as to make sure that the 
amount of matériel necessary for adopted military plans is properly 
stated. In the design of new items of equipment combat branches, 
under the supervision of the General Staff, state what performance 
they desire to obtain. They test and pass upon pilot models, and 
finally formally adopt as standard the completed design. The 
methods by which these processes are accomplished are prescribed 
in Army Regulations. 

(b) Preparation of drawings and specifications and develop- 
ment of plans for the manufacture of the items to be procured are 
carried out by the supply branches, under the general supervision 
of the Assistant Secretary of War. This supervision is directed 
toward the elimination of unnecessarily difficult processes of manu- 
facture and excessive use of critical raw materials. Specifications 
are standardized and filed in accordance with Army Regulations. 
Processes of manufacture are studied in detail in the arsenals and 
manufacturing depots of the Army and are submitted for criticism 
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to the industries that will be called on to produce munitions in time 
of war. To date there have been prepared 4,068 War Department 
specifications. Many items, of course, will be purchased on com- 
mercial specifications. 

(c) Distribution of Army’s production task to industry —For 
procurement purposes the United States has been divided into 14 dis- 
tricts. Each supply branch apportions its procurement program 
item by item over the entire United States as nearly as possible in 
proportion to the capacity of each district to produce the item. 
Suitable plants and factories are “ allocated ” to each branch by the - 
Assistant Secretary of War. ‘The assistance and advice of the manu- 
facturers allotted to each branch are sought in the preparation of 
specifications and plans for the production of the item. 

A detailed description of all the processes involved in the develop- 
ment of the Army procurement plan is given in Appendix 1. 

A list of allocated facilities 1s published in mimeographed form 
annually by the Assistant Secretary of War. The current list shows 
a total of 16,795 allocations. These are arranged by locality and by 
branch. 

3. Results that will be obtained through the operation of the pro- 
curement plan described.—The policy of the Assistant Secretary of 
War is to assign the procurement of items to the several branches in 
accordance with the nature of the item and with a view to having 
one and only one branch responsible for each item. He allocates 
facilities to the branches so that in general only one branch will deal 
with any one facility. He has set up machinery to prevent competi- 
tive prices being offered by the several branches for similar com- 
modities or services and to prevent competition between Government 
contractors for raw materials and other secondary requirements. 

Thus there can be no competition between the Army purchasing 
agents for the products of industry and one of the most disorganizing 
forces evident in the World War will not operate in the future. 

Congestion and idleness such as was then known is avoided by the 
equitable distribution of orders. The waste of resources by ill- 
coordinated procurement activities and over-procurement of some 
items will be avoided and the whole supply program will be speeded 
up and made more flexible and certain by the great number of facili- 
ties which are employed. Manufacturers are given notice of what 
will be expected from them in war and are assisted in the study of 
methods to be used in production. 

4, The procurement war plans of the Assistant Secretary of War 
are embodied in the plans listed below. These plans operate only in 
the War Department and can be put into operation by the Secretary 
a War without any mandate that he does not hold by nature of his 
office. 

(a) The basic procurement plan—This plan dictates in a general 
way agencies that will operate in war procurement and describes 
the methods that will be used to coordinate priorities and prefer- 
ences, control War Department construction and other business 
incident to procurement. The basic plan is used as a text in the 
Army Industrial College. Copies are filed at the Army War College, 
several of the service schools, and with the branch agencies down 
to the district offices. It is revised annually, based on criticism and 
discussion received from all interested agencies. 
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(b) The unit plan, ofice of the Assistant Secretary of War—This 
pan sets up the proposed organization of the war office of the Assist- 
tant Secretary of War. It indicates the methods of operation and 
the internal relations of the sections and divisions of the office and 
describes their operation and functions during the period of organi- 
zation: that is from M day until the complete war personnel of the 
war office becomes available. The unit plan is on file in the office 
of the Assistant Secretary of War. It is a text in the Army Indus- 
trial College and is the basis of assignment of studies to the ofħcers 
of the planning branch. office of the Assistant Seer etary of War. 

(c) Branch mobilization plans.—Kach of the supply branches has 

a general mobilization plan which must agree in matters of procure- 
ent with the basic procurement plan. These plans are submitted 
to the Assistant Secretary of War for approval and copies are filed 
in his office. Each supply branch has on file and keeps up to date a 
unit plan for the organization of the central office and of each of the 
subordinate agencies 

(d) Specific procur ement plans.—The purpose of these plans is to 
provide the Assistant Secretary of War with assurance that the pro- 
curement branches are making adequate provision for the procure- 
ment of finished items in an emergency. They are prepared by the 
procurement branches for individual items or groups of related items 
in accordance with instructions issued by the Assistant Secretary of 
War and are submitted to him for his approval. 

The Assistant Secretary of War has approved lists of priority 
items that will be given primary consideration by the branches. An 
annual report is required as to the status of the plans for all priority 
items not covered by completed specific procurement plans. Specific 
procurement plans are filed in the Office of the Assistant Secretary 
of War and are revised periodically by the branch responsible. 

(e) Raw material procurement plans —A procurement plan is pre- 
pared for each of the * strategic ” and “ critical * materials. These 
are the raw materials which do not exist in this countr y in sufficient 
quantity to meet war requirements. Each of these materials has 
been assigned to a supply branch for study. The procurement plans 
are pr epared i in accordance with instructions issued by the Assistant 
Secretary of War. The estimated requirements of the Army, Navy, 
and civilian industry are balanced against quantity of the material 
that is hkely to be available in this country on M dav and a definite 
plan is submitted for overcoming the deficiency. These plans are 
revised annually. They are on file in the oflice of the Assistant Sec- 
retary of War. 

(f) Factory plan—A factory plan is a definite study of the neces- 
sary rearrangement of an existing plant for the manufacture of an 
item or set of items of War Department requirements. 


Section II 


PLANS FOR CONTROLLING INDUSTRIAL AND ECONOMIC 
RESOURCES IN WAR 


1. The President as Commander in Chief of the armed forces and 
as Chief Executive of the Nation has many problems relating to 
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industrial and economic affairs in war which must be solved. These 
problems may be grouped under three headings: 

(a) To mobilize material, labor, and capital for the support of 
the fighting forces. 

(0) To protect industry and the civilian population from unnec- 
essary deprivations. 

(c) To control industrial and commercial relations with neutral 
and allied nations so as to insure the importation to this country of 
needed supplies and to interfere with and damage the enemy in 
every way possible. 

2. The problem facing the Federal Government in war is to be 
prepared to minimize damaging effects of sudden changes in indus- 
trial activity and to use its influence to maintain an approximate 
economic equilibrium throughout the Nation. No radical changes 
in normal economic relationships between individuals and between 
an individual and the Government should be instituted. The meth- 
ods and customs of peace must be employed as far as practicable, 
otherwise hopeless confusion and chaos will result. The attempt 
should be to guide and influence the operation of natural forces 
rather than to attempt opposing them by arbitrary and unfair regu- 
lations. Individual speculation must be eliminated. Competition 
between governmental agents in purchasing supplies must not exist. 
The Government must know the national needs and by wise and 
conservative measures direct the efforts of the population toward 
meeting those needs. 

Two great forces, not so noticeable in peace, are at the disposal of 
the Federal Government in war in exercising the necessary controls, 
The first of these is the President’s power to commandeer and to issue 
compulsory industrial orders. The second is the force of public 
opinion. Due to the fact that in our country war is declared only 
in response to a very definite popular desire, there exists from the 
beginning of an emergency a unified and intensive public opinion, 
which, properly directed and employed under a popular leader, 
will make effective any reasonable, practical, and efficient plan that 
may be adopted. 

3. The oflice of the Assistant Secretary of War, ever since its estab- 
lishment, has made a particular study of the extremely complicated 
questions involved in industrial and economic controls and as a 
result of these studies proposes an organization which is described 
in later sections of this paper. 

4. The specific methods that will be available in war for the con- 
trol of industry are as follows: 

(a) Priorities—The products of industry with the raw mate- 
rials, labor, power and capital involved is directed toward those 
uses which are most important to the Nation by a system of priori- 
ties. This system requires— o 

(1) A list arranged in order of preference of those facilities that 
should be granted preferential treatment. i 

(2) A method whereby priority ratings are given individual orders 
or classes of orders within facilities. 

(3) A method of control to insure that preferences are not abused. 

(4) A control of producers through public opinion or otherwise 
to ensure that the priority list is given proper Consideration. 
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The War Department procurement plans provide a method for 
establishing a preference list and for policing those facilities granted 
War Department preference. This list must be coordinated with a 
similar list prepared by the Navy. To these lists must be added 
a limited number of facilities absolutely essential to civilian life. 
It is necessary that the number of concerns not immediately con- 
nected with the war effort that are granted preference be very 
strictly limited and that the closest supervision be maintained to 
see that these preferences are not abused. Every preference 
granted increases the restrictions on those concerns not protected by 
preferences. 

(b) Price control.—Price control involves the following: 
1) To stabilize prices so as to prevent rapid fluctuations which 
encourage speculation. 

(2) To discourage hoarding 

(3) To synchronize price changes and to prevent unequal effects 
and unfair advantages. The natural reactions to a price change 
have a time lag greater or less in amount. The reactions should be 
speeded up and synchronized bv bringing all affected agencies into 
the closest contact and give them the opportunity to consider all 
reactions likely to occur and their bearing on the common weal. 

(¢) Commandeering.—The power of the Commander in Chief to 
seize materials needed by the Army in war, and the power of a 
sovercign State to take what is needed for the public good are well 
established. The Constitution limits the exercise of ‘these powers 
by requiring that they be enforced by due process of law and that 
adequate compensation be paid to the owner. Section 120 of the 
national defense act provides expressly for the placing of compulsory 
orders for the anu pr of supphes and for the requisitioning of 
those plants that refuse to accept such orders. Adequate control 
must be exercised over requisitioning to prevent abuse and confusion. 

(d) Trade with forcign countries —This must be controlled in 
accordance with the policies of the Government. The licensing of 
imports and exports involve so many questions of state that it will be 
necessary to organize a War Trade Board for this purpose, reporting 
direct to the President and on which the State Department is 
adequately represented. War trade may be employed to coerce 
neutrals and to injure our enemies. 

(e) Government corporations.—It will probably be advantageous 
in certain cases to organize corporations controlled and/or owned by 
the United States. These corporations will render services or take 
business risks which it would be unreasonable to expect from 
privately-owned bodies. They will have a status in the war organiza- 
tion as similar as it is possible to give them to that of ordinary 
corporations. Examples of such corporations that might be formed 
are marine insurance corporation, war finance corporation, shipbuild- 
ing corporation, power corporations, corporations for trading i In raw 
materials. 

5. The methods of control described above are applied to industry 
as follows: 

(a) Facilities —Existing facilities are assigned in accordance with 
as to the production of the requirements of the armed services 

y a system of “allocations ” as described for the War Department. 
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New construction incident to the supply of military and naval 
requirements or for the necessary well being of the civilian popula- 
tion is regulated and controlled by the Director of War Industry 
and assisted by priorities, etc., when needed. New construction that 
is not immediately connected with the war is restricted as far as may 
be necessary. 

(b) Raw materials.—The flow of raw materials is directed in the 
desired channels by the action of “ priorities,’ commandeering ar- 
rangements between war-service committees and ordinary commercial 
methods assisted by the force of public opinion. The importation of 
raw materials will be carried on by Government or private corpora- 
tions and/or by the War and Navy Departments under license from 
the War Trade Board. 

(c) Labor.—The assurance to industry of an adequate labor sup- 
ply, both in numbers and by occupational qualifications, will require 
the organization of a labor administration with an administrator of 
labor appointed by and directly responsible to the President at its 
head. In addition labor will be represented in the organization of 
the director of war industry by the appointment of its natural lead- 
ers to positions on the war-service committees. Among the more 
important problems to be considered are the minimizing of excessive 
migrations of labor by an equitable distribution of war orders, the 
prevention of unethical competition for labor by war industries, 
compilation for the information of the President of lists of indus- 
trial deferments required for efficient operation of war industries, 
the avoidance and settlement of industrial disputes, and the coordi- 
nation of employment services. ES 

(d) Money.—We are not concerned with the methods used to 
finance the war nor with the determination of the amount of currency 
jn circulation, although this determines inflation and the general 
trend in prices. We are concerned with the direction of the flow of 
capital to the support of those industries on which the welfare of 
the country most depends. This would be secured (1) by the system 
of priorities; (2) by the creation of a corporation, if necessary, 
charged with the loan of Government funds in accordance with the 
decisions of the director of war industry. 

(e) Power.—The supply of power to industry is largely a local 
matter. Priorities, commandcering, and, if necessary, the formation 
of a Government corporation to control a local situation ought to 
provide all that is necessary. 

(f) Transportation.—The transportation agencies will operate 
under the coordination of their own leaders. The Interstate Com- 
merce Commission will exercise the control over transportation that 
it has in peace, will protect shippers and supervise the issue of 
securities. When national conditions require a modification of 

ace-time practices an order will be issued to the proper agencies 

y the transportation committee. The war and emergency powers 
assigned to the Interstate Commerce Commission by the transporta- 
tion act will-be interpreted by that body in accordance with the 
orders of this committee which, under the direction of the director 
of war industry, will speak for the President. Priority will govern 
the supply of cars. Cars once loaded will be moved ın accordance 
with normal practice and will not be interfered with by priorities. 


48440 —31— pt 2— -5 


414 WAR POLICIES COMMISSION 


Section III 
ORGANIZATIONAL PLANS 


1. Plans for executing the above controls comprise a proposed 
organization which can be set up promptly upon the outbreak of 
war, and as much data as the Assistant Secretary of War can col- 
lect in peace time for use in the study of the functions involved. 
Some of these studies have been made. The Assistant Secretary of 
War has made it a practice for several years to bring to the atten- 
tion of the industries the responsibilities that they will have in war 
and to show them what it is estimated will be the demands of the 
Army and Navy on them. The organizational plans of the Assistant 
Secretary of War are divided into two parts. The first comprises 
his proposals for the industrial body which. under the supervision 
of the President, is intended to coordinate and control the industrial 
activities of the Nation; the second comprises his definite plans for 
the organization of the staff and operating agencies within the War 
Department that will be responsible for the actual procurement of 
finished items. 

The latter organization is shown in chart No. 10, and described in 
Appendix 2. 

2. In proposing a plan for the organization of the industrial con- 
trol body, it has been necessary to consider all the principal war 
functions of the President in order that there can be shown the 
relationships that should exist between his principal subordinates. 
The Assistant Secretary of War has been guided by the following 
considerations : 

(a) Peace-time cabinets have been set up to execute the normal 
peace time duties and responsibilities of the Federal Government. 
and are unsuited to perform the vastly different executive func- 
tions of war. 

(b) Many functions that must be performed by the Federal Gov- 
ernment in war are emergency in character. It is not desirable or 
perhaps even possible that these should be carried out in peace. The 
organization set up to serve as the President's advisory and executive 
agency in these matters should be a body organized for the period 
of the emergency only. 

(c) The functions exercised will be far-reaching in their conse- 
quences. The organization can not properly be a part of any estab- 
lished bureau or department but must be a separate and independent 
body, directly responsible to the President. 

(d) Because of the very broad scope of the matters that will fall 
under the jurisdiction of such a body, it must be composed of emi- 
nent men representative of all elements of our national life. 

(e) The organization must be simple and compact. Since it is 
intended to operate under leaders and under conditions of the future, 
it must be sufticiently flexible to permit rearrangement in its details 
without disturbing the effectiveness of the whole. 

(f) Operating industrial agencies that the Government will neces- 
sarily set up should be organized separately from the President's 
advisory industrial staff. In this way these corporations will hold 
the same relative position with respect to such staff as does any 
other industrial organization or association. 
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(g) There should be provided for the President a comprehensive 
but small advisory body on the conduct of the war as a national 
undertaking, and the combatant and industrial sides must be repre- 
sented therein. As a body these men serve in an advisory capacity 
only. As individuals each is charged with the execution, under the 
supervision of the President, of the particular part of the war pro- 
gram for which his organization is responsible. 

(A) The peace-time cabinet will necessarily continue to perform 
its ordinary functions under supervision of the President. 

3. The following charts illustrate the proposals of the Assistant 
Secretary of War for the organization of the President’s industrial 
staff, commonly referred to as superagencies, and their association 
with other agencies of the Government. 
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Chart No. 1 


(a) Chart No. 1: The first chart illustrates the way in which the 
President, acting in accordance with his constitutional powers, exe- 
cutes the appropriate laws so as to employ the principles of indus- 
trial mobilization “and selective service,” in organizing the entire 
resources of the Nation to meet a grave emergency threatening the 
security of the country. Industrial mobilization assures the most 
efficient use of the industrial resources of the country in meeting 
the needs of the fighting forces and of the civilian population. Selec- 
tive service assigns appropriate war tasks to the individual citizen. 

(b) Chart No. 2: That portion of our citizenry that has been or- 

anized into fighting units, and the products of neer that have 
been produced for the supply and maintenance of these forces, come 
under the direct authority of the War and Navy Departments, which 
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are the President’s agencies to carry out his constitutional duties as 
Commander in Chief. Decisive victory on the field of battle in- 
variably results in the attainment of the national purposes for which 
the appeal to arms was made. Consequently, to assure the effi- 
ciency and strength of the combatant effort becomes the primary 
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objective of the Nation. Success in the field is directly dependent 
u the proper coordination of the efforts of the Army and the 
Navy ead the skill with which combatant forces are directed; upon 
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the sutcess attained by industry in producing the material things 
needed ; upon the proper utilization of the Nation’s man power; and 
upon the maintenance of a high national morale among the popula- 
tion. For each of these primary functions the President should have 
a responsible assistant. These are shown on Chart No. 2 as the 
advisory war council. 

As a body, these assistants act in an advisory capacity only; but 
in his own sphere each is the President’s executive to carry out his 
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SECRETARY 


appropriate portion of the war program. Experience has shown 
that to assure the success of the industrial effort, the operation of 
certain service organizations by the central government is usually 
necessary. Due to emergency conditions and unusual circumstances, 
dependence can not be placed upon private enterprise. To this extent 
the Government actually “ goes into business,” and for the purpose 
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organizes corporations that occupy, under the supervision of the 

President, a status similar to that of privately owned corporations. 
The President’s peace-time Cabinet remains as his advisory body 

for normal activities, and Cabinet officers continue to direct and con- 

trol the organizations for which they are responsible. The relation- 

ships of these agencies to the President, and his direct command re- 

sponsibility with respect to the Army and the Navy, are shown on 
hart No. 2. 
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(c) Chart No. 3: Chart No. 3 illustrates how the six members of 
the advisory war council cooperate under the general supervision 
of the President to control and direct the combatant, industrial, 
human, and moral effort of the Nation. The director of public 
relations will have responsibilities of great importance. Public opin- 
ion, which can be sustained in the long run only if the methods em- 
a for the conduct of the war are efficient and just, is neverthe- 
ess moulded by the presentation of proper information to the 
population. The director of public relations will necessarily be in 


Tab ON PRIORITIES. 
Policies Ein priorities of procurement 
and fabrication. 
Adjustuent of conflicting requirements. 
Coordination of priorities of contributing 
agencies. 
CONSTRUCTION COMMITTEE. 
Policies governing construction far war pu 
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adjustment of conflicting requirements. 
Conservation. 
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constant contact with the other chief subordinates of the President, 
and will conduct his office so as to promote the confidence of the 
ublic in all parts of the governmental organization. The plans 
or the organization and functioning of the office should be prepared 
by the War Department general staif in cooperation with other inter- 
ested agencies. 

The functions of the administrator of labor are primarily to see 
that war industries and essential civilian industries have the labor 
supply to enable them to function adequately. 

lans for the organization of the office of the director of selective 
service are prepared by the War Department General Staff in coop- 
eration with other interested agencies. 

The organization of the offices of the director of war industry 
and of the administrator of labor is shown in later charts. 

(d) Charts Nos. 4 and 5: Chart No. 4 shows the general organiza- 
tion of the office of the director of war industry. There are four 
main divisions of the office. The first is a special staff that acts in 
an advisory capacity in the various functions pertaining to the office 
of the director. These include questions of price control, conserva- 
tion, substitution, and so on. The second main division is the admin- 
istrative section. It will be responsible for records, statistics, supply 
and finance, and for the normal administrative procedure of the 
office. The third section is made up principally of representatives 
from the great using services (Army, Navy, shipping, etc.) and 
operates under a coordinator of requirements. The fourth section 
headed by the coordinator of war industry is in immediate touch with 
industry. This contact is effected principally through war service 
committees of the organized trade associations and other industrial 
groups. The war service committees are selected by industry to 
represent it in dealing with the Government in the formulation of 
major policies. They are not Government officials and are not a 
part of the governmental organization. 

To assist him in his dealings with industry and to provide for 
control by experts, the coordinator of war industry has a group of 
subordinates. They are associated together in an industrial advisory 
board, for the purpose of advising the coordinator and cooperating 
with each other to secure a united and coordinated industrial effort. 
Each member of the industrial advisory board serves as the Gov- 
ernment agent in immediate contact with the war service committees 
representing industries with which he is familiar. Through the 
coordinator of requirements, the director will be kept in close touch 
with new requirements in munitions and other essential supplies. 
Through the coordinator of war industry he will be familiar with 
the conditions prevailing in industry, its capacity to absorb new 
tasks, and its needs for special governmental assistance. He has a 
staff of eminent men to study ways and means of balancing produc- 
tion and demand, and to advise him as to policies and regulations 
he should recommend to the President to assist in securing such 
balance. This organization follows in its general lines that devel- 
oped by the War Industries Board of 1918. Chart No. 5 sets forth 
the functions of the subdivisions of the office and the subordinate 
agencies of the director of war industry. 


420 WAR POLICIES COMMISSION 


(e) Chart No. 6: Chart No. 6 is a schematic representation of the 
general functions of the director of war industry in production and 
his relations with the different procurement agencies and other con- 
sumers. It is not intended to indicate that a certain number of 
selected industries are placed under the direct orders of either the 
Assistant Secretary of War or corresponding official of the Navy, 
but to show that these officials have a paramount interest in the oper- 
ations and activities of facilities that are producing munitions for 
their respective departments. They will use their good offices to aid 
production in these in every possible way. On the other hand, based 
on reports of inspection, etc., if either official becomes convinced that 
any facility, allocated to him, is negligent in carrying out war pro- 
duction or improperly using any of the components of production 
furnished it, he will take prompt measures of correction, either by 
direct contact or by appeal to the director of war industry. 

(f) Chart No. 7: Chart No. 7 is a series of diagrams designed to 
illustrate further the exact relationships between the director of 
war industry and the procurement agency of each of the combat 
services. The mission of the director of war industry is to make the 
most efficient use, from a national standpoint, of all resources. In 
the event that a grave difference of opinion should arise between 
the War or Navy Departments and the director of war industry, 
the President’s coordinating influence would be brought to bear. 
Such differences could not occur often before it would result in the 
retirement from office of one or more high officials. - 

(9) Charts Nos. 8 and 9: Chart No. 8 sets forth a proposed or- 
ganization for the office of the administrator of labor. Chart No. 
9 shows the principal functions of each of the major subdivisions. 

The administrator of labor must develop policies designed to get 
men through their voluntary cooperation into the proper places in 
industry and keep them there. He must supervise relationships be- 
tween labor and its employers; he must act as a mediator in disputes; 
he must collect and analyze statistics. He must at one and the same 
time be labor’s advocate and representative in the highest executive 
circles, while serving as the agent of the Federal Government, guid- 
ing its employment for the common cause. 

In this connection, it should be stated that labor will be repre- 
sented in all important Government agencies dealing with industrial 
matters. There will be a labor committee in the office of the Assist- 
ant Secretary of War and in the office of the director of war in- 
dustry. Questions involving the interests, needs, and use of labor 
will also be presented through the war-service committees, that 
represent industry in its contacts with the Federal Government. 

The administrator of labor and the director of selective service are 
interested in the proper utilization of men during the war. Proper 
organization demands that they maintain very close contact and a 
common understanding. 

(A) Charts Nos. 10 and 11: Chart No. 10 shows the war organiza- 
tion of the office of the Assistant Secretary of War to assist him in 
directing and controlling the procurement activities of the War 
Department. The magnitude of this task requires an adequate and 
well-trained staff. This staff exists in skeletonized form in peace 
and is constantly engaged in the development and improvement of 
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Chart No. 11 shows the general functions of each of the four div 
tary of War. 
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APPENDIX 1 
THE SUCCESSIVE STEPS IN PROCUREMENT PLANNING 


The successive steps in procurement planning are shown on the 
chart herewith and are discussed in greater detail as follows: 


I. DETERMINATION OF TYPE OF EQUIPMENT 
1. DESIGN 


Procuring supplies must wait upon the determination of the type 
of equipment or its design by the technical service charged with its 
procurement. During the World War one of the most serious 
causes of delay in procuring supplies was the inability of the War 
Department to reach decisions concerning the types of equipment. 
When the type was apparently decided upon and manufacturing 
commenced, delays were caused by efforts made to improve the type 
under manufacture by frequent changes in design. The ideal that 
is now being sought is to prepare carefully worked out designs of all 
equipment in time of peace. This design is determined by the War 
Department General Staff and the supply services in cooperation 
with the using branches and approved by the Assistant Secretary 
of War, who investigates the design from a procurement standpoint. 
There is a well-defined machinery in the War Department for this 
particular operation. The work is carried on by the technical com- 
mittees of the supply services. which include in their memberships 
representatives of the using services as well as of the Assistant 
Secretary of War. 


2. SPECIFICATIONS 


After the War Department has definitely decided upon a type of 
equipment, specifications must be prepared in sufficient detail so 
that a manufacturer can produce exactly the article required by 
following the description given in the specification. The prepara- 
tion of specifications is supervised by the Assistant Secretary of 
War. Conformity with commercial standards and commercial prac- 
tice is diligently sought. 


II. DETERMINATION OF REQUIREMENTS 


1. TABLES OF BASIC ALLOWANCES, EQUIPMENT TABLES, AND TABLES OF 
ORGANIZATIONS l 


Before requirements can be computed the amount and the kind 
of equipment authorized for each unit of the Army to be mobilized 
must be prescribed. This has been done in the tables of basic allow- 
ances, equipment tables, and tables of organizations. ee 
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2. THE WAR DEPARTMENT GENERAL MOBILIZATION PLAN 


The general mobilization plan prepared by the War Department 
General Staff prescribes the rate both of mobilization of the man 
power of the country and of its entrance into the theater of opera- 
tions and is the maximum mobilization for which a necessity can 
be foreseen at that time. In connection with the tables of basic 
allowances, equipment tables, and tables of organizations, noted 
above, the plan provides the basic data from which requirements 
are computed. It is thus seen that the basis for the computation 
of requirements is purely a military program. Military plans must 
be the basis, and the exclusive basis, on which procurement planning 
is carried out. 


3. COMPUTATION OF PRIMARY REQUIREMENTS 


Requirements of finished items for issue to the Army are computed 
by the supply services based on the rate of mobilization laid down 
in the general mobilization plan and on the tables of basic allowances, 
equipment tables, and tables of organizations ed by the War 
Department General Statf. The computations take into consideration 
the initial equipment, the amount needed for maintenance to make 
good wear and tear and consumption, and delivery lags. These 
computations are supervised by the War Department General Staff. 


111. PLANNING FOR PROCUREMENT OF PRIMARY REQUIREMENTS 
1, APPORTIONMENT OF PRIMARY REQUIREMENTS 


In the process of decentralizing procurement, the United States 
has been divided into 14 procurement districts. When the primary 
requirements are known, the next step is a tentative operation of 
distributing the load throughout the United States in such a way 
that no particular district is given a total amount of war orders 
which represent too great a percentage of its normal productive 
capacity. At the pesent time this ideal is far from realization, since 
the planning is largely limited to the essential items, which, while of 
utmost importance, are only a part of the total War Department 
procurement program. At some later time when planning has 
progressed to a greater extent, 1t will be possible to carry out a more 
rigorous and effective supervision of apportionment in the office of the 
Assistant Secretary of War. At present such supervision is largely 
nominal and the apportionments of the supply services are ordinarily 
accepted without question. 


2. ALLOCATION 


When the district chief receives an order from the chief of his 
supply service to plan for the manufacture of a certain number of 
primary items, he requests the allocation of suitable industrial plants 
in his district for the production of those particular items. Those 
requisitions from the districts, when approved by the chief of the 
supply service, are forwarded to the allocation section of the plan- 
ning branch, where, if there is no objection, the allocation is ap- 
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proved. This means that, except under unusual circumstances, the 
supply service has the exclusive right to utilize the services of the 
plant allocated for its own purposes. In certain cases, joint allo- 
cations of certain plants to two or more services are necessary. 


3. SURVEY 


The representative of the supply service in the district is not 
permitted to make a physical survev of the manufacturing plant 
until it has been allocated by the office of the Assistant Secretary 
of War. The survey is made only with the acquiescence of the 
managers of the facility and is intended to show the capacity of 
the plant and to verify its ability to manufacture the particular 
item or items for which the allocation of the plant has been 
requested, 


4. ACCEPTED SCHEDULES OF PRODUCTION 


When the survey of the plant has been completed, the manage- 
ment is requested to sign an accepted schedule of production, which 
is a statement of the quantities and rates at high specific articles 
will be required from the manufacturer and his estimate of the 
possibilities of meeting the prescribed schedule. The accepted sched- 
ule of production is in no way a contract and, consequently, is not 
binding on the manufacturer nor on the United States. It is a 
document of some value, however, if the estimate is carefully made, 
as it indicates the time when production from a particular plant can 
be expected. 


r 


5. FACTORY PLANS 


In the case of commercial articles, which are to all intents and 
purposes the same product that is produced in time of peace by a 
manufacturing plant, no particular plan is required to increase pro- 
duction for the War Department. In the case of noncommercial pro- 
ducts, however, such as guns, airplanes, etc., an analysis prepared in 
time of peace showing the steps in the transformation of the factory, 
and the mechanical operations necessary to manufacture the articles, 
the time and labor required, the machinery and labor available, ete., 
will all prove of inestimable value in the event of war. Such a plan 
is known as a factory plan and is prepared in certain cases by the 
manufacturer and in a few cases by civilian personnel or regular 
or reserve officers. . 


6. SPECIFIC PROCUREMENT PLANS 


When the planning in the procurement districts for a particular 
item of issue has been completed so as to meet the quota or so that it 
represents the maximum production of which the district is ca- 
pable in that particular item, each district submits a report to the 
chief of the supply service who is then in a position to prepare the 
specific p plan. These plans are in course of prepara- 
tion in the case of essential items and in a few additional instances. 
They are a complete record of all procurement information contain- 
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ing an analysis of requirements, apportionment, allocations, and 
the other steps in procurement which have just been discussed. They 
are useful in two ways: first of all, they enable the Assistant Secre- 
tary of War to carry out his statutory responsibility in assuring 
himself that proper plans are made for the procurement of the items 
in question. In the second place, they are of value to the supply 
services in providing a permanent record of all the information 
essential to the procurement of the items which they cover. 


IV. PLANNING FOR THE PROCUREMENT OF SECONDARY 
REQUIREMENTS 


1. TRANSLATION OF PRIMARY INTO SECONDARY REQUIREMENTS 


The successful execution of the specific procurement plans is de- 
pendent upon the ability of manufacturers to secure the necessary 
raw materials, power, labor, and transportation needed for the pro- 
duction of the items for which they have signed accepted schedules 
of production. These factors enter into the production problem of 
each supply service and the study and solution of the problems con- 
nected with them are appropriately a function of the Assistant Secre- 
tary’s office in his efforts to coordinate the operations of the separate 
supply services. The attempt is consequently made to estimate as 
closely as possible the amounts of commodities, power, labor, trans- 
portation and facilities necessary in the case of each supply service 
to meet its procurement program. This is obtained by translating 
primary requirements into these secondary requirements under the 
supervision of the Assistant Secretary of War. 


2. DETERMINATION OF TOTAL WAR DEPARTMENT SECONDARY REQUIRE- 
MENTS 


(a) Commodities.—Plans for the procurement of the raw mate- 
rials necessary to meet the procurement program must be made on 
the basis that the United States has lost control of the sea. The 
consequence of this would be the development of shortages of certain 
raw materials which are known as strategic. The studies commence 
with the determination of total War Department requirements and 
are followed by an investigation of ae solutions; such as (1) 
augmentation of domestic supply wherever possible, (2) develop- 
ment of substitutes of domestic origin, (3) the purchase and storage 
of reserve stocks large enough to be drawn on over a period during 
which imports are likely to be cut off. Additional commodity studies 
are required for such requirements as machine tools, steel, optical 
glass, etc., the supply of which may be ample, but which necessitate 
careful planning for economical and effective use. 

(6) Power.—A plan for the coordination of the power capacity, 
based upon the estimates of total power requirements, has been pre- 
pared and is being studied by the National Electric Light Associa- 
tion. 

(c) Labor.—Labor is studied with respect to its location and avail- 
ability so that no one locality is overloaded beyond its capacity to 
-produce. . 
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(d) Transportation —A plan for the coordination of the railroads 
of the country in case of necessity has been prepared and approved 
by the Secretary of War and the association of railway executives. 

ontinuing studies of transportation requirements and of the rail- 
ts organization are being carried on by the Assistant Secretary of 

ar. 

(e) Facilities —Since there will necessarily be construction of new 
facilities and extension or conversion of existing facilities in order 
to meet the procurement program, the supervision of these opera- 
tions must be performed by the office of the Assistant Secretary of 
War. New construction is to be rigorously avoided if available 
facilities can be used or economically converted. 


APPENDIX 2 


DETAILS OF THE ORGANIZATION OF THE OFFICE OF 
THE ASSISTANT SECRETARY OF WAR FOR THE 
SUPERVISION OF WAR-TIME PROCUREMENT OF MILI- 
TARY MATERIEL 


1. The office of the Assistant Secretary of War is organized in 
war in four divisions, as shown in charts No. 10 and No. 11. The 
charts in this appendix show the detailed organization of each divi- 
sion and the functions of the several sections that belong to it. The 
unit plan, office of the Assistant Secretary of War, assigns a mission 
to each section and prescribes its method of operation in war, the 
method of operation and organization during the period from M 
day until the reserve officers assigned to the section are ready to take 
over their duties and the complete organization of each section. 


Part I 
ADMINISTRATIVE DIVISION 


The administrative division may be considered as headquarters 
group in the office of the Assistant Secretary of War. It assists the 


ADMINISTRATIVE DIVISION 


Personnel: 
Chief - 1 Brig. Gereral (Rev.) 


Asst. - 1 Colonel (Res.) 


Functionss 
l. Supervise and coordinate the 
sectione of tne Division. 


2. Formulate policies and decide 
questions as authorized by Director 
of Procurement. 


director of procurement in the performance of executive and admin- 
istrative duties of his office. Its functions may be classified in the 
foliowing categories: 
1. Clerical. 
2. Legal. 
3. Fiscal. 
4. Training and supervision of commissioned personnel. 
428 
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5. Supervision of primary and secondary requirements. 
6. Statistics. 
7. Progress. 
8. Publicity. 

The division maintains the central office with its files and records, 
supervises the personnel of the office and provides for its training, 
and collects and prepares for use the statistical and routine reports 
from the branches. The legal advisers, the section charged with 
money accounts, and the publicity and public-relations agents are 
also assigned to this division. 


Chief of Section, Col. (Reg.) 
Executive Asst., Major, (Res.) 


Civilian Personnel 
Sub-Soction. 


Personnel: 
Chief-Captain (Res.) 


Punctiong. 
l. The operation — 
of a central mail and 


records office for the l 


entire office. 


2. The xeeping: of 
filos on all matters 
except those specifi- 
cally authorized to be 
kept by other sections | 
of the office. 


3. The operation of 
the messenger pool. 


Personnel: 
Chief-Captain (Res.) 


Functions. 

1. Providing office 
space. 

2. Office Equipment. 

3. Supplies. 

4. Stationery. 

S. Telephone and 
other communicating 
devices. 

6. Blue printing, 
photostating, mimeo- 
graphing and printing. 

7. Furnishing common 
and skilled labor for 
repair and upkeep. 


Personnels 
Chiaf-Captain (Res.) 


Functiong. 

1. Employment 4 dis- 
chargo of civilian per- 
sonnel. 

2. Efficiency records 

3. Promotion. 

4. Time Keeping. 

Se Payment. 

6. All other matters 
pertaining to civilian 
persomel, including 
Welfare, for the 
entire office. 

7. Operation of the 
stenographic pool. 


MISCELLANEOUS SECTION 


1. Mission.—This section is charged with all matters pertaining to 
elerical personnel, office space, supplies and equipment, mail and 
records, not kept by individual sections of the office, promulgation 
of office orders and similar papers, and such other matters of an ad- 
ministrative nature not specifically charged to other divisions or 
sections. 

2. Organization.—(a) This section will operate through a chief 
of section and three subsections, namely, mail and record, supply, and 
personnel. (See organization chart of section.) 
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(6) On M day the present personnel will form the nucleus for 
the new organization which will be expanded from time to time as 
the necessity therefor arises. 

3. Method.—The section will operate along lines customary in the 
larger peace-time administrative and record divisions of the War 
Department. 


THE LEGAL SECTION 


1. The legal section gives information to the several divisions of 
the office of the Assistant Secretary of War respecting statute law 
and court decisions ea particular cases, and advice as to the 
procedure to be followed. It prepares papers in proper legal form 
in special cases. The duties of the section are particularly important 


LEGAL SECTION 


Personnelt 
Chiof, one Col. (Reg.) 
Asst., one Lt. Col. (Res.) 


Functions. 

1. Advises The Assistant Secretary 
of Yar and Divisions of his Office ree 
spectinzg Legal matters. 


Legislation Contract Req) Estate and 
Sub-Section. Sub-Section. Misceilanooug 
Sub-Sectiog. 
Personnel: Personnels ersonnels 
One Major (Res.) One Major (Res.) One Major (Res.) 


Functions. Functiongo Functions. 
l. Prepares drafts of l. Keeps record of all l. Prepares necessary 
legislation. legislation and court de- legal papers pertaining 
cisions respecting contract to real estate and to 
2. Keops record of pro- matters not otherwise 
posed legislation. 2. The Chief acts as an assigned. 
advisor to the Contract Sec- 
3. Keeps record of stat- tion of the Procurenent Con- 
utes and decisions affecting trol Division. 
procurement (except those 
relating to contracts). 3. He is a member of the 
Board on War Time Contracts. 


in the period immediately preceding the outbreak of war and in the 
early months thereof. It should, therefore, be constituted at the 
earliest possible date. The section will be composed of one regular 
officer and four reserve officers. 

2. The chief of section supervises the work of the section. The 
assistant acts for the chief as directed by him. The legislation sub- 
section prepares drafts of legislation for submission to Congress; 
maintains complete information respecting the progress of legisla- 
tion; and prepares and keeps current a record of all statutes and 
decisions ‘affecting procurement (except statutes and decisions re- 
specting contracts). 

3. The chief of the contract subsection maintains record of all 
legislation and court decisions respecting contracts. He acts as an 
adviser to the contract section of the procurement control division, 
and is a member of the board on war-time contracts. 


WAR POLICIES COMMISSION 431 


4. The chief of the real estate and miscellaneous subsection fur- 
nishes advice on legal matters pertaining to the lease and purchase 
of real estate and on matters not otherwise assigned. 


THE FISCAL SECTION 


This section has supervision over fiscal matters connected with the 
procurement program of the Assistant Secretary of War. It will 
take action to insure that the cost of all items are accurately com- 
puted; that the money required to cover these costs are adequately 
and timely estimated for; that estimates for funds are properly 
supported and defended in all hearings; that after the appropriation 
bills have been passed, funds are made available for obligation with- 
out delay; that plans for the prompt settlement of accounts are in 


FISCAL SECTION 


Personnel: 
Chief, one Col. (Reg.) 
Asst., one Maj. (Res.) 


Functions. 

1. Represents The Assistant 
Secretary of War on all mtters per- 
taining to funds required for pro- 
curement. 


2. Maintains contact with Fiscal 
Sections of all Supply Branches. 


3. Supervises computation of costs 
and estimates for funds for procure- 
mont. 


4. Establishes contact with War 
Finance Agencies set up outside the 
War Department, 


operation; that-in all matters pertaining to funds required for pro- 
curement, the office of the Assistant Secretary of War is repre- 
sented. The personnel of the section will consist of one regular and 
one reserve officer. 


TRAINING SECTION 


The mission of the training section of the office of the Assistant 
Secretary of War is to procure, classify, assign, and train the neces- 
sary personnel to carry out the duties with which the Assistant 
Secretary of War is charged. i 

An intensive training course is provided for the new officers re- 
porting for duty in the office of the Kesar Secretary of War so they 
will understand: the methods of operation of the office and the duties, 
responsibility and authority of the Assistant Secretary of War. 
The section will maintain complete records of the personnel which 
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is assigned to the office or which may be considered suitable for such. 
assignment, and will classify and assign officers for specific duties. 
hen their services are required, orders will be requested for the 
commissioned personnel assigned to this office. Whenever the offi- 
cers reporting have not had a period of training in the office of the. 
Assistant Secretary of War, an intensive training course will be 
given them as soon as possible after reporting. 
One regular officer, experienced in personnel work, will be charged 
with the maintenance of personnel records; another regular officer: 


TRAINING SECTION 
Chief of Section, Maj. (Reg.) 


Training 
Sub-Section. 


Personnels 
Chief, Maj. (Reg.) 


Functions. 

1. In charge of inténsive 
course of training for Reserve 
Officers, assisted by the regular 
personnel of the Office of The 
Assistant Secretary of Var. 


2. Modification of prescribed 


Commissioned Personnel 
Sub-Section. 


Personnels 
Chief, Captain (Reg.) 


Functions. 

l. To procure, classify, as- 
sign and train the necessary com- 
missioned personnel to carry out 
the duties with which The Assist- 
ant Seeretary of War is charged. 


2. To maintain complete records 


ef commissioned personnel assigned 


peace time course of training for € 
to the office. 


Reserve Officers, if necessary. 


3. Preparation of efficiency 3. To classify and recommend 
reports and recommendations of assignment of officers for specific 
change of assignment of officers duties. 
on completion of training. 


will be in charge of the instruction of the new personnel, and will 
be assisted in this duty by the officers on duty in the office of the 
Assistant Secretary of War. 


THE REQUIREMENTS AND STATISTICS SECTION 


This section determines the methods of computing secondary 
requirements and supervises their computation by the supply 
branches. It maintains liaison with the War Department General 
Staff concerning methods of computing primary requirements. A 
further purpose of the liaison with the General Staff will be to have- 
early information relative to changes in milttary plans and the effect 
of these changes on requirements. 

The statistics subsection will be in charge of the statistical opera- 
tions of the office of the Assistant Secretary of War in the perform-. 
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ance of the supervisory functions of checking actual production 
against requirements and contract schedules. In addition there will 
be a unit charged with the preparation of special statistical studies 
and analyses, analyses lena studies of economic and business 
conditions and liaison with all other Government and outside 
statistical agencies. 
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AEQUIREMSNTS AND STATISTICS SECTION 
Chief of Section, Colonel (Res. ) 


Exocutive 
Sub-Soctionm. 


Personnel: 
Chief - 1 Major (Res.) 
1 Captain or 
Lieut. (Rese) 


Functionas 
l. General Administrative 
work of the Section» 


Requirerentg 
Sub-Sectione 


Personnels 
Chief - 1 Lt. Col. (Res.) 
2 Majors (Res.) 
3 Capts. (Res.) 


8 

l. War Department’ repre- 
sentative on any superagency 
to present total Bar Depart- 
ment Requirements. 

2. Liaison with the Var 
Department General Staff 
relative to changes in mili- 
tary plans and their effect 
on requirenentse 

3. Study of methods of com- 
puting Primary Requirenents. 

4. Inspection of Secondary 
Requirements computations by 
Supply Services. 

5. Study of methods of com 
puting Secondary Requirements. 


Statistics 
Sub-Section. 


Personnels 
Chief - 3 Lt.Cols. (Res.) 
6 Majors (Res.) 
4 Captains (Res.) 
2 Lieuts. (Ree.) 


tiongs 

l. Preparation of sta- 
tistical reporte. 

2. Preparation of progress 
reports. 

3. Determination df trends 
of production. 

4. Coordination of produc- 
tion. 

5. Supervision and inspec- 
tion of Branch progress re- 
porte. 

6. Assistance to Supply 
Branches concerning methods 
of statistical analysis and 
pressntation. 

Te Analyses involving the 
study of economic and business 
conditions. 

8. Liaison with all Govorn= 
ment and outside statistical 
agunclese 


INFORMATION SECTION 

This section in conformity with policies laid down by the Secretary 
of War supervises the preparation and dissemination to the public 
of educational and informative material in support of the policies 
and methods involved in procurement. 


Part 2 
COMMODITIES DIVISION 


1. The commodities division is charged with the mission of co- 
ordinating those activities of the War Department directed toward 
securing a supply of raw materials for the production of articles 
required by the Army and of distributing the supply between the 
branches in case of shortage. 
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2. The commodities division is composed of a number of commit- 
tees grouped in four sections, as follows: 
Metallic products. 
Nonmetallic products. 
Chemicals. 
Raw materials. 

Each commodity committee is assigned control of a designated 
commodity or group of commodities. The composition of all com- 
mittees is dim lar, Each consists of a chairman, on duty in the 
office of the Assistant Secretary of War, and of members represent- 
ing the supply branches interested in the commodity. These mem- 
bers are on duty in the supply branch central office and are 
thoroughly acquainted with the uses of the commodity. The com- 


INFORMATION SECTION 


Personnels 
Chief, one Col. or Lt. Cole (Res.) 
one Major (Res.) 


Pun:tionst 

l. Preparation and dissenination 
to the public of educational and 
informative material in support of 
the policies and methods involved 
in procurement e 


2. Liaison with Public Relations 
Section, Office of the Director of 
War Industry. 


mittee is assisted, when found necessary, by technical experts em- 
ploved temporarily on fee or on regular salary. The methods of 
operation of the committees include the purchase of the commodity 
by one branch and its equitable distribution to all. Furnishing 
assistance to producers when necessary and the restriction of use 
by the branches when in accordance with the policies of the Assistant 
Secretary of War. The commodity division is the principal source 
of information on all matters relating to the commodities. 

3. The charts which follow show the grouping of the committees 
which are most likely to be needed in any future war. All these 
committees may not be needed; circumstances may indicate the need 
of others not listed. When the need for a new committee becomes 
evident the chief of the commodities division will proceed to organ- 
ize it and assign it to a section. 

4. The chairman of each commodity committee is the represen- 
tative of the War Department in the corresponding raw material 
committee of the director of the war industries. 
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COMMODITIES DIVISION 
Office of The Assistant Secretary of War 


NON-METALLIC PRODUCTS 
SECTION 


CHEMT CALS 
To accompany part 2, 
Appendix Mo. 2. 


METALLIC PRODUCTS SECTION 
COMIODITIES DIVISION 
OFFI Zé OF THs ASSISTANT SECRETARY OF WAR 


Electrical Machinery 
| 


METALLIC PRODUCTS 
SECTION 


Forgings 2 Machinery 


The Metallic Products Section to consist of 1 chief and 10 committees, 
the chairman and necessary assistant of each committee to form part of the 
oryanization of the Commodities Division, the members of the Committees 
being detailed by the supply branches interested in each specific commodity. 
Tne chairman of each committee to be the War Department representative member 
oz the corresponding sub-section of the Super-Agency. To accompany part 2, 
appendix No. 2. 
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Part 3 
PROCUREMENT CONTROL DIVISION 


1. The procurement-control division is charged with the super- 
vision of those activities of the War Department relating to the 
use of existing facilities in the procurement of military supplies, 
and with the control of the supply branches so as to avoid direct 
competition between them. 


NON-METALLIC PRODUCTS SECTION 
COMMODITISS DIVISION 
OFFICE OF THE ASSISTANT SECRETARY OF WAR 


EAST sai 
PAPER E PULP 


The Non-Metallic Products Section to consist of 1 chief and 11 
committees, the chairman and necessary assistant of each committee 
to form part of the organization of the Commodities Division, the 
members of the Committees being detailed by the supply branches 
interested in each specific commodity. The chairman of each committee 
to be the War Department representative member on the corresponding sub- 
section of the Super-Agency. To accompany part 2, 


Appendix No. 2. 


2. The division is organized in six sections, as shown on the 
accompanying chart and as described in the paragraphs following: 
Priorities section. | 
Allocation section. 
Price-control section. 
Contract section. 
Foreign relations section. 
Conservation section. 


PRIORITIES SECTION 


The priorities section is essentially an organization created to care 
for unforeseen conditions that are certain to arise. It has no other 


WAR POLICIES COMMISSION 437 


function. Its organization, therefore, must be flexible to enable it to 
ao in the direction that circumstances necessitate. It is to be 

roken down into subsections only so far as and when the need for 
these develops. 

Its general functions will be: 

1. The formulation, based on the general policies of the coordi- 
nator of requirements, of the general priorities polices of the Assist- 
ant Secretary of War and to promulgate these to the other sections 
of the office of the Assistant Secretary of War. Based on these 
instructions, many priorities decisions will be made by these other 
sections, as power, fuel, allocatons, facilities, etc. 


RAW MATERIALS SECTION 
CO:MODITI¿S DIVISION 
OFFICE OF THE ASSISTANT SECRETARY OF WAR 


CHIEF 


Coal and Cone Silx 


Petroleun Wool 


Cotton Rubber 


Hides Vegetable Fibers 


The Raw Materials Section to consist of 1 chief and 9 committees, 
the chairman and necessery assistant of each comnittee to form part of 
the organization of the Commodities Division, the menbers of the 
Committees toing detailed by the supply branches interested in each 
specific commodity. The chairman of each committee to be the War 
Department representative member on the corresponding sub-section of the 


Super-Agency. 
To accompany part 2, 
Appendix No. 2. 


2. Publishing of the priority preference lists. 

3. The making of priority decisions in individual cases that are 
a directly controlled by the preference lists and general priority 
rulings. 

We can be reasonably certain that many priorities decisions will 
be called for in the conflicting claims of procurement branches in 
jointly allocated facilities, and a considerable number of these prob- 
ably will require prompt action in the early stages of a major emer- 
gency. Therefore, a joint allocations subsection is to be organized 
the day the office of the Assistant Secretary of War begins to assume 
a war footing. 
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CHEMICALS SECTION 
COMMODITIES DIVISION 
OFFICE OF THE ASSISTANT SECRETARY OF WAR 


Pine 
Cre 


The Chemicals Section to consist of 1 chief and 13 committees, the 
chairman and necessary assistant of each committee to form part of the 
organization of tne Commodities Division, the members of the Committees 
being detailed by the supply branches interested in each specific com- 
modity. The chairman of each committee to be the War Department repre- z 
sontative member on the corresponding sub-section of the Super-Agency. 


To accompany part 2, 
appendix No. 2; 
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ALLOCATION SECTION 


1. Functions.—To allocate facilities for the purpose of eliminating 
interbureau competition, decentralizing the load of requirements 
geographically, strategically, and equitably, preventing the overload- 
ing of facilities or localities, gaining an early start on production, 
preventing congestion in critical raw materials and finished products, 
and establishing a flexible system of planning ahead to avoid the 
evil aftermath of war. Specific duties to be performed include act- 
ing upon requisitions for facilities from the several supply branches 
and maintaining contact with the other sections and divisions of the 
office to ascertain the probable effect of the allocation upon industry 
and the locality before allocation is made. 

2. Methods—The same methods, procedure, and policies will ob- 
tain in war as now obtain in peuce. Principal among these are: 
Recording requisitions, seeking advice of commodity committees and 
other sections of the office, such as power, labor, and transportation, 
before allocation is made; preparation of the field directory of allo- 
cation of facilities, with revisions; examination and analysis of re- 
ports on jointly allocated facilities and all facilities loaded over 50 
per cent; and contact with the Army and Navy Munitions Board. 

3. Operation during period of organization.—The important 
thing is to allocate facilities intelligently and expeditiously. The 
whole operation is decentralized. Only control and coordinating 
functions are exercised by the allocation section. Conflicts between 
supply branches have to be adjusted—based largely upon the infor- 
mation obtained from the interested branches. The allocation sec- 
tion takes advantage of the files of the Census of Manufactures, 
Form 100A, and industrial contacts, as well as information available 
in other sections of the office. 


PRICE CONTROL SECTION 


The price control section initiates policies necessary to assure 
reasonable prices for procurement by the purchasing agencies of the 
War Department and prevents interbureau competition. It main- 
tains complete data respecting current prices. . 

The chief of section is adviser to the Assistant Secretary of War, 
and is War Department representative in the office of the price con- 
trol section of the Director of War Industry. 

The assistant acts for the chief as directed by him. 

The chief of the advisory committee on price control makes recom- 
mendations to the chief of the section for the formulation of poli- 
cies to be promulgated by the Assistant Secretary of War. He is 
chairman of the advisory committee on price control, which 1s com- 
posed of representatives from each of the following Government 
agencies: Federal Trade Commission, Tariff Commission, Bureau of 
Census, Bureau of Markets, Bureau of Mines, and Department of 
Labor. This committee keeps detailed statistical data respecting cur- 
rent prices and costs of production. It prepares graphs and tables 
illustrating the same. The several members maintain liaison with 
their own agencies. 

The technical assistant is the liaison officer with the commodity 
committees of the office of the Assistant Secretary of War with re- 
spect to prices of commodities and rates of wages. 
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CONTRACT SECTION 


The contract section formulates policies respecting contracts. It 
drafts contract forms. It absorbs in entirety the activities carried 
on in time of peace by the board on war-time contracts. It acts in an 
advisory and supervisory capacity to the contracting agencies of the 
supply branches. It determines questions respecting variations from 
approved contract forms, upon request of interested branches. It 
prepares decisions for the Assistant Secretary of War in cases 
referred to him. 

The chief of section initiates policies for the approval of the 
Assistant Secretary of War respecting contracts. He acts in an 
advisory and supervisory capacity to the contracting agencies of the 
supply branches. 

The assistant acts for the chief as directed by him. 

The board of claims and adjustments formulates policies respect- 
ing the settlement and adjustment of all contractual claims. The 
board does not determine particular claims but advises the branch 
claims and adjustment boards of the policies of the Assistant Secre- 
tary of War applicable to particular cases. If a contractual claim 
involves more than one branch, the board makes final decision but 
leaves execution to the branch chief concerned. The chairman of the 
board is a member of the contract section. The other members are 
the representatives from the supply branches. 

The board on war-time contracts drafts contract forms and con- 
siders and determines requests from branches for deviation from 
authorized forms in particular cases. Its decisions are subject to 
review by the chief of the contract section and by the director of 
procurement. The board is composed of representatives from the 
supply branches. The legal adviser is the chief of the contract 
subsection of the legal section. 


FOREIGN RELATIONS SECTION 


1. The foreign relations section of the office of the Assistant Sec- 
retary of War has for its duties the maintaining of contacts with 
Government agencies of foreign countries, either direct, as in the 
case ot allied missions, or through the State Department where 
war missions were not sent to this country, and with the agencies 
of our own Government which have to do with foreign peoples 
or matériels. It takes such action in conjunction with these agencies 
as may be proper and practicable to stimulate the importations and 
exportations required in furtherance of the military program. 

The five outstanding factors in the foreign trade policy of the 
United States during a war would be: 

(1) Conservation of domestic supplies for the use of the United 
States and the allied nations. 

(2) Encouragement to the importation of needed raw materials 
and finished products. 

(3) Prevention of trade directly, or indirectly, by persons in the 
United States with or for the benefit, or in behalf of the enemy or 
its agent. 

(4) The commercial and financial isolation of the enemy. 
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(5) Conservation of ocean tonnage for the transportation of mili- 
tary necessities for the United States and the Allies. 

‘he second of these factors and part of the fourth are the con- 
cern of the foreign relations section of the office of the Assistant 
Secretary of War. While the commodity sections are primarily 
concerned with the first of these, the arrangement of necessary detail 
connected therewith for the allied missions, or with allied govern- 
ments not represented by missions, would be done by the foreign 
relations section. 

The duties of the foreign relations section may overlap somewhat 
on those of commodity sections, but they will look at problems from 
different viewpoints. 


CONSERVATION SECTION 


The conservation section is the technical coordinating agency of 
the director of procurement. It supervises the liaison between the 
technical supply agencies of the War Department and the national 
technical societies and agencies for standardization of practices 
and materials specifications. This section represents the Assistant 
Secretary of War on the War Department technical committee and 
passes on War Department designs and specifications to determine 
their suitability for placing in production. It supervises the build- 
ing up of war-reserve stocks of munitions and exercises control over 
methods devised to maintain stocks and to make use of materials 
and components held in reserve storage to increase production in 
the early and critical months of an emergency. This section an- 
nounces policies, in the name of the Assistant Secretary of War, 
relating to the use of standards and simplified practices in the 
designs, production, and procurement of munitions. 


Part 4 
INDUSTRIAL DIVISION 


1. The industrial division is charged with the control of the 
War Department procurement agencies in their use of power, labor, 
transportation, and new construction. It is the route of liaison 
between the War Department and the organization of -the director 
of war industries in everything concerning these matters. 

2. The industrial division is organized in four sections, as follows: 

Power section. 

Labor section. 
Transportation section. 
Facilities section. 


POWER SECTION 


1. The mission of the power section of the office of the Assistant 
Secretary of War is primarily to provide a route of liaison between 
the War Department procurement branches and the superagency. 
It will establish and promulgate policies to govern the procurement 
branches in their dealings with public utilities. It will give advice 
as to power supply in the consideration of permits for new construc- 
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tion. In case of unusual local difficulties with regard to power it will 
establish the necessary organization for the control of the supply 
branches in the locality. 

2. The records of the Federal power survey in the office of the 
Chief of Engineers will be removed to the oflice of the Assistant 
Secretary of War on M day and placed under the charge of the 
power section. 


LABOR SECTION 


1. The labor section is charged with taking whatever steps may 
be necessary to insure that War Department manufacturing estab- 
lishments and civilian industry engaged in the production of Army 
requirements are supplied at all times with the necessary labor, 
adequate in numbers and qualifications, 

2. To accomplish this mission it must maintain close contact, 
through local representatives, with industry, with all agencies of 
the labor administrator, and with recognized organizations of both 
employers and employees. 

3. Wherever possible it avoids the overloading of the labor supply 
of any industrial area by foreseeing the condition and ano 
through the allocations and facilities sections and the procurement 
branches the transfer of orders to underloaded areas, 

4. Where migration of labor can not be avoided it arranges 
through the construction committee and the housing commission 
for the proper housing of transferred workers. 

5. It seeks to foresee and forestall causes of friction between em- 
ployers and employees and keeps the labor administration promptly 
advised of all cases of improper methods of competition for labor. 


TRANSPORTATION SECTION 


1. The transportation section, office of the Assistant Secretary of 
War, provides a route of liaison between the procurement branches of 
the War Department and the Director of War Industries. As this 
liaison is most important the chief of the section himself acts as the 
agent. The section formulates and enforces the policies to govern 
the branches and their contractors in the use of the transportation 
facilities made available to them and in particular sees that no 
freight is loaded on cars for shipment unless a definite point of 
consignment is designated where there are facilities and personnel 
for unloading and storing the freight upon receipt. 

In case local difficulties of a special nature should develop in con- 
nection with Army shipments, this section will establish the neces- 
sary terminal or regional organization to enforce its policies and 
establish necessary coordination. 

2. The transportation section will assist the division chief with 
its advice in passing on permits for new facilities and in the estab- 
lishment of priorities. 


FACILITIES SECTION 
1. The facilities section, office of the Assistant Secretary of War, 


is charged with the control of the process of conversion of facilities 
for the manufacture of military requirements and with the critical 
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study of proposed projects for new construction by the War Depart- 
ment. It makes definite recommendations to the Chief of the indus- 
trial division on all permits for proposed new construction. The 
chief of the industrial division after consideration of the recommen- 
dations of the power, transportation, labor, and facilities sections 
definitely approves or disapproves the permit or directs certain 
changes to be made in the project and its later resubmittal for 
approval. 

ll permits for construction pass over the desk of the director of 
procurement. It is most essential that new construction be kept at 
a minimum. 

2. The facilities section consists of two subsections: 

(a) The construction subsection is composed of officers technically 
qualified to examine a proposed project, to see if it is sound from 
a construction standpoint, and to check the estimates sufficiently to 
determine whether they are reasonable or are intentionally or unin- 
tentionally deceiving. 

(6) The conversion subsection consists of a field organization with 
an office in each procurement district and a central office in Washing- 
ton. The officer in charge of the district office is known as the 
district adviser. His duty is to get in touch with the industries 
in his district, whether allocated or not, and to bring to their atten- 
tion War Department needs for facilities to manufacture special 
matériel and to assist those wishing to convert their plants to war 
uses with advice and to put them in touch with the proper procure- 
ment branch. The conversion section maintains files of data on 
unallocated facilities available for War Department use and studies 
the amount of secondary load on the facilities of the several districts 
or smaller regions with a view to initiating promptly the action by 
the Assistant Secretary of War necessary to divert orders for such 
requirements from heavily burdened localities to those less burdened 
and to prevent the construction of new facilities in localities where 
the supply of secondary materials is most difficult. 

3. The facilities section is represented in the facilities committee 
of the director of war industries. The facilities committee of the 
superagency is charged with the coordination of allocations only. 
The Army alone determines the necessity of new War Department 
construction. 


APPENDIX 3 


LEGISLATIVE PLAN OF THE ASSISTANT SECRETARY 
OF WAR 


INTRODUCTION 


The formulation, in time of peace, of plans by the Assistant Secre- 
tary of War for the mobilization and utilization of the industrial 
resources of the Nation in time of war is a duty imposed by Con- 
gress. In the performance of that duty consideration must be given 
to the content and scope of legislative enactments which will facili- 
tate and make possible the working out of such plans. In conse- 
quence, the Assistant Secretary of War prepares drafts of bills 
which can be presented to Congress when war is imminent. These 
drafts are designed to meet possible situations which can now be 
foreseen. Naturally such drafts are not written in all the detail 
which can be supplied only when possible contingencies can be fore- 
cast with one accuracy. It is the policy of the War Depart- 
ment to prepare such drafts in time of peace, so that they may be 
ready for submission when such time comes. Their enactment at a 
time when war is not imminent is not desirable, because such action 
would probably result in enactment into law of measures so detailed 
in their provisions and accompanied by so many restrictive clauses 
as to be a hindrance rather than an assistance in war. Also it is 
impossible now to foresee what conditions will exist in a future war. 

he legislative plan of the Assistant Secretary of War contains 
drafts of certain bills to be presented to Congress in the event of 
war. These are designed to facilitate the operation of the plans for 
industrial mobilization as now developed. 

These drafts are: 

I. A bill making available to the President the man power and 
material resources of the Nation. 

11. A bill relating to the acquisition of private property, in emer- 
gency, by the United States. 

III. A bill authorizing the establishment of a bureau of marine 
war risk insurance in the Treasury Department. 

IV. A bill creating a war trade board. 

V. A bill creating a war finance corporation. | 

He has also had prepared tentative drafts of proposed presidential 
proclamations designed to make effective executive responsibility 
under the authority granted in the laws proposed. 

The proclamations are: 

A proclamation establishing needful control and supervisory agen- 
cies of war activities. 

A proclamation establishing a war trade board. 

A proclamation with reference to exports from the United States. 
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The Assistant Secretary of War has also incorporated in his legis- 
lative program, for completeness and to indicate the harmony in the 
respective plans of the General Staff and the Assistant Secretary of 
War, a bill, prepared by the General Staff, providing for the mobili: 
zation of man power for the military forces. (Sec. VI.) . 

Preceding the text of each proposed draft a brief statement is 
made showing comparable legislation, if any, in the World War 
and ae special procedure to be followed in the preparation of such 
draft. 

The first step in the preparation of these drafts is to study the 
history of past wars in so far as that history relates to the particular 
subject in mind. In view of the fact that in the World War various 
agencies for control and supervision of industrial and economic 
activities, and for supplementing normal peace time governmental 
functions, were set up and operated, a study of that period is of 
particular significance. Further, in drafting laws which might be 
applicable in a future emergency, consideration must be given to 
changing conditions in this Nation and to governmental, economic, 
social, and industrial developments in other countries. The special 
steps applicable to each bill are noted in connection therewith. 


I. A BILL MAKING AVAILABLE TO THE PRESIDENT THE MAN 
POWER AND MATERIAL RESOURCES OF THE NATION 


1. CONSIDERATION OF LIKE LEGISLATION IN THE WORLD WAR 


(a) No comparable enactment in World War. In general, some- 
what the same authority was granted to the President in and through 
the following: 

(1) Constitutional powers of the President. 

(2) Extraconstitutional and extralegal powers exercised by the 
President, in the main, having public acquiescence because they 
represent rights inherent in national sovereignty and rights of 
national self-defense. 

(3) Law of August 29, 1916 (39 Stat. 649, secs. 1-6, title 50, 
U. S. C.), authorizing the creation of the Council of National De- 
fense, organized March 3, 1917. The War Industries Board. the 
activities of computation of requirements, determination and clear- 
ance of priorities, allocation of raw materials, allocation of war 
orders to industry, general conservation measures, and price control 
activities (except those provided for by special statute) were all 
Inaugurated under the authority of this law. 

The duties of the council include these: 

“To supervise and direct investigations and make recommendations to the 
President and the heads of executive departinents as to the location of rail- 
roads with referenve to the frontier of the United States so as to render possible 
expeditious concentration of troops and supplies to points of defense; the 
coordination of military. industrial, and commercial purposes in the location 
Of extensive highways and branch lines of railroad; the utilization of water- 
ways: the mobilization of military and naval resources for defense; the in- 
crease of domestic production of articles and materials essential to the sup- 
port of armies and of the people during the interruption of foreign commerce; 
the development of seazoing transportation; data as to amounts, location, 


method and means of production, and availability of military supplies; the 
giving of information to producers and manufacturers as to the class of supplies 
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needed by the military and other services of the Government, the require- 
ments relating thereto, and the creation of relations which will render possible 
in time of need the immediate concentration and utilization of the resources 
of the Nation.” 

This law has not heen repealed and is now found in sections 1-6, 
title 50, U. S. C. 

4) War resolution, April 6, 1917 (40 Stat. 1). This resolution 
pledged “ all of the resources of the country » to bring the conflict 
to a successful termination. 

(5) Section 120 of the national defense act of June 3, 1916 (sec. 
80, Title 50, U. S. C.). This statute, with respect to procurement 
for the Army, gave the President broad powers to place compulsory 
orders with industrial establishments and, in case of their refusal 
to execute such orders, to take over and operate such plants. The 
statute was intended primarily for use in the procurement of ord- 
nance and munitions, but is broad enough to cover other similar 
orders and requisitions. It does not cover unprocessed articles, or 
processed articles in hands of jobbers. The law was intended pri- 
marily to facilitate the commandeering of the managerial, technical, 
and productive capacity of establishments, rather than actual prod- 
ucts. The law is still on the statute books and is known as section 
80, title 50, United States Code. 

(6) The naval emergency fund act (39 Stat. 1168). This statute 
conferred similar requisitory powers for procurement of war mate- 
rial for the Navy as was conferred upon the Army in the previously 
noted statute. It was worded also to include “any form of air- 
craft ” and therefore construed as applicable to Army aircraft. The 
words “war material” were defined as broad enough to include raw 
materials out of which war materials were to be fabricated. The 
statute was in form made applicable only to any war or emergency 
arising prior to March 1, 1918. 

(7) The emergency shipping fund act (40 Stat. 182). The requisi- 
tory powers conferred by this statute were somewhat broader than 
those in the naval emergency fund act and were evidently intended 
to provide for a merchant fleet. The authority granted to the 
President under this statute was limited to a eriod running “ six 
months after a final treaty of peace 1s proc aimed between this 
Government and the German Empire.” 

(8) Act of August 29, 1916 (39 Stat. 645, sec. 1361, title 10, 
U.S. C.). This acta thorized the President 1n time of war, through 
the Secretary of War, to take possession and assume control of any 
system or systems of transportation. or any part thereof, and to 
utilize the same. This law has not been repealed and is found in 
section 1361, title 10, United States Code. 

(9) Act of August 29, 1916 (39 Stat. 604, sec. 1362, title 10, 
U. S. C.). This law rovides that in time of war or threatened war 
preference and precedence shall, upon the demand of the President, 
be given, over all other traffic, for the transportation of troops and 
materials of war. This law has not been repealed and is now found 
in section 1362, title 10, United States Code. 

(10) Acts of July 2, 1917, April 11. 1918 (40 Stat. 241 and 40 Stat. 
518) and act of July 9, 1918 (40 Stat. 888 secs. 171, 172, title 50, 
U. S. C.). These statutes confer upon the President certain war 
powers with respect to the exercise of eminent domain in the acquisi- 
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tion of land; and the acquisition of property for the production of 
lumber. They are continuing statutes and are found in sections 171 
and 172, title 50, United States Code. 

(11) The food and fuel control act (40 Stat. 276). This act 
granted requisitory powers relating to “foods, feeds, fuels, and 
other supplies necessary to the support of the Army or the main- 
tenance of the Navy, or any other public use connected with the 
common defense.” The powers conferred apparently did not cover 
the requisition of the raw materials out of which any of the fore- 
going ultimate articles are made. The law provided for the con- 
servation of food supplies and the expeditious movement thereof 
from producer to consumer. It was intended also to stimulate pro- 
duction. It provided penalties for hoarding and wasting food 
supplies. It authorized the licensing of individuals or companies 
whose gross sales exceeded $100,000 a year. It prohibited the ex- 
acting of excessive prices for any necessaries (the section granting 
this power so far as its penal clause was concerned has been declared 
unconstitutional). The law also established a minimum price for 
wheat. With respect to coal and coke, the requisitory powers seem 
to relate only to the “ plants, business, and all appurtenances thereof 
belonging to such producer or dealer as a going concern ” in respect 
to compliance or noncompliance with regulations the President was 
authorized to make. Certain features of the act relating to fuel 
have been declared unconstitutional; certain other features are yet in 
dispute. The same act also granted requisitory powers relating to 
nitrate of soda. The provisions of the act were limited to the period 
of “the existing state of war between the United States and 
Germany.” 

(12) The trading with the enemy act (40 Stat. 411). The requisi- 
tory powers of this act authorized the appointment of a custodian 
of enemy or ally of enemy property and quasirequisitory powers 
relating to enemy or ally of enemy patent, trade-mark, print, label, 
or copyrighted matter. Also the statute permitted the President to 
keep secret any invention for which a patent is asked. The pro- 
a of this act are apparently limited to the period of the World 

ar. 

(13) Act of May 8, 1917, and amendments (selective service act). 
This law and its amendments provided for drafting into the military 
service of the United States, as needed, male persons between the 
ages of 18 and 45. This legislation was limited in its terms to the 
period of the World War. 

(14) Miscellaneous. There are certain other statutes of an emer- 
gency character passed during the World War, and there are certain 
other statutes of permanent legislation. These are not here indi- 
cated because they are of minor importance. 

(6) The principal difference between the proposed law and the 
World War legislation with respect to the same powers and duties 
is that here the whole situation is covered in one piece of legislation, 
whereas in the World War the legislation was of a piecemeal char- 
acter. It must. of course, be noted here that certain functions 
which the President might undertake, based upon such general legis- 
lation, might later call for detailed legislation, e. g., food regulation, 
price control, etc. 
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2. PROCEDURE IN PREPARATION OF DRAFT OF PROPOSED BILL 


(a) Initiative—General Staff and the Assistant Secretary of War. 

(6) Consultation with— : 

(1) Navy Department, Department of Labor. Department of 
Commerce (particularly Census Bureau and Department of Foreign 
and Domestic Commerce), Treasury Department. ) 

(2) United States Chamber of Commerce, selected industrial 
leaders, officials of the American Legion. 

(3) Military and Naval Committees of Congress. 


A BILL To provide further for the national security and def- n-e 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That in the event of war declared 
by Congress to exist, the President be. and he hereby is, authorized to select 
for induction and induct into the public armed forces of the United States such 
male citizens or other male persons who have or shall have declared their inten- 
tion to become citizens of the United States, between the ages of 18 and 45 
years, as he may deem necessary: Provided, That no person between the ages 
of 21 years and 30 years, shall be deferred from such service on account of 
occupation, unless, in the judgment of the President, such deferment is neces- 
sary in the national defense. 

Sec. 2. That, in case of war and when the President shall have deemed it 
necessary to exercise the authority conferred in section 1 of this act, he is 
authorized— 

(a) To determine and proclaim and to exercise control over the material 
resources, industrial organizations, services. and all business relations, over 
which Government control is necessary to the successful termination of such 
emergency. 

(b) To take such steps as he may deem necessary to stabilize prices of 
services and all commodities declared to he essential, whether such services 
and commodities are required by the Government or by the civilian 
population. 

Sec 3. The President is hereby authorized to create such organizations ane 
prescribe such regulations as he may deem necessary to carry the provisions 
of this act into effect: and, for the duration of the emergency only, the Pres- 
ident is hereby authorized to regroup, redistribute, or reassign duties and 
functions of procurement of war supplies for the military and naval establish- 
ments. 

Sec. 4. That in case of war and when the President shall have deemed it 
necessary to exercise the authority conferred in sections 1 and 2 of this 
act, he is authorized to suspend in whole or in part the operation of any law 
or laws of the United States in so far as. in his opinion, they restrict or 
impede the procurement activities of the Gover:ment or tend to interfere with 
or to delay its operations in respect to such war or emergency. 

Sec. 5, Any person who, in any manner, shall fail or neglect, fully to per- 
form any duty required ef him in the execution of this act, or the regulations 
or directions given thereunder, or any person who shall aid, abet, advise, 
assist, or otherwise be a party to such failure or neglect shall, if not subject 
to military law, be punished, upon conviction in the district court of the 
United States having jurisdiction thereof, by imprisonment for rot more 
than ——— years, and a fine of not more than ——— dollars. 


By THE PRESIDENT OF THE UNITED STATES OF AMERICA 
A PROCLAMATION 


Whereas Congress has enacted and the President has on the ——— day of 

approved a law which contains the following provisions: 

“ SECTION 1. That in the event of war declared by Congress to exist the Presi- 
dent be, and he hereby is, authorized to select for induction and induet into the 
public armed forces of the United States such male citizens or other male 
persons who have or shall have declared their intention to become citizens of the 
United States, between the ages of 18 and 45 years, as he may deem necessary : 
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Provided, That no person between the ages of 21 and 30 years shall be deferred 
from such service on account of occupation unless, in the judgment of the 
President, such deferment is necessary in the national interest. 

“ Seo. 2. That in case of war and when the President shall have deemed it 
necessary to exercise the authority conferred in section 1 of this act he is 
authorized— 

“(a) To determine and proclaim and to exercise control over the muterial 
resources, industrial organizations, services, and all business relations over 
which Government control is necessary to the successful termination of such 
emergency. 

““(b) To take such steps as he may deem necessary to stabilize prices of 
Services and all commodities declared to be essential, whether such services and 
commodities are required by the Government or by the civilian population. 

“Sec. 3. The President is hereby authorized to create such organizations and 
prescribe such regulations as he may deem necessary to carry the provisions of 
this act into effect; and, for the duration of the emergency only. the President 
is hereby authorized to regroup, redistribute, or reassign duties and functions 
of procurement of war supplies for the Military and Naval Establishments. 

“Sec. 4. That in case of war and when the President shall have deemed it 
necessary to exercise the authority conferred in sections 1 and 2 of this act, 
he is authorized to suspend in whole or in part the operation of any law or 
laws of the United States in so far as, in his opinion, they restrict or impede 
the procurement activities of the Government or tend to interfere with or to 
delay its operations in respect to such war or emergency.” 

I. I hereby establish and create the following agencies for carrying into 
effect the powers and authority granted in said law: Director of war industry, 
administrator of labor, director of selective service, director of public relations, 
and an advisory war council. 

11. I hereby appoint and designate ——— as director of war industry. His 
duties end powers shell be to advise and assist the President in all matters 
relating to the mobilization and utilization of the material resources of the 
Nation for the purpose of national defense, in accordance with and in further- 
ance of the plans for industrial mobilization heretofore approved by the Presi- 
dent. I hereby direct that the director of war industry shall have and exercise 
all power and authority vested in me in said act, in so far as applicable to, and 
in furtherance of the mobilization and utilization of material resources for the 
purpose of the notional defense. T hereby direct that the director of war industry 
shall establish and set up, under his direction and supervision, agencies for the 
control of military and civil requirements. priorities, food, commodities (includ- 
ing mel and power), conservation, facilities, transportation, commuunication, 
Shipping, overseas trade, and prices. Said director of war industry shall also 
have the authority to employ such assistants and subordinates, including 
such counsel as may from time to time be deemed by him necessary, and to 
fix the compensation of such assistants, subordinates, and counsel. 

III. I hereby appoint and designate ——— as administrator of labor. His 
duties and powers shall be to advise and assist the President in all matters 
relating to the employment of the civilian man power of the Nation for the 
purpose of the national defense. He shall analyze and direct the labor resources 
of the Nation in such manner as to aid essential war and civilian industries 
and shall determine and keep the President advised of what if any types of 
skilled labor should be deferred for this purpose. Said administrator of labor 
shall also have the authority to employ such assistants and subordinates, includ- 
ing such counsel as may from time to time be deemed by him necessary, and to 
fix the compensation of such assistants, subordinates, and counsel. 

IV. I hereby appoint and designate —— us director of selective service. 
He shill have and exercise all power and authority vested in me in said act and 
in the act approved ————. providing for the induction of male citizens into the 
armed forces of the United States, in so far as applicable to and in furtherance 
of the employment of man power. Said director of selective service shall also 
have the authority to employ such assistants and subordinetes, including such 
counsel as may from time to time be deemed by him necessary, and to dix the 
compensation of such assistants, subordinates, and counsel. 

V. I hereby appoint and designate ———— as director of pubtie relations. His 
duties and powers shell be to advise and assist the President in all matters 
relating to public information as to the progress, aims, and purposes of the 
Goyernment of the United States in the present emergency. Said director of 
public relations shall also have the authority to employ such assistants and 
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subordinates as may from time to time be deemed by him necessary and to fix 
the compensation of such assistants and subordinates. 

VI. I hereby establish an advisory war council to advise and assist the 
President in all matters relating to the present war emergency, to be composed 
of the Secretury of War, the Secretary of the Navy, the director of war indus- 
try, the administrator of labor, the director of selective service, and the director 
of public relations. 

All departments and established agencies of the Government are hereby 
directed to cooperate with the agencies und officers established by this procla- 
mation in the furtherance of the respective duties assigned such agencies and 
officers. 


TuE WHITE HOUSE, 


II. A BILL RELATING TO THE ACQUISITION OF PRIVATE 
PROPERTY, IN EMERGENCY, BY THE UNITED STATES 


1. CONSIDERATION OF LIKE LEGISLATION IN THE WORLD WAR 


(a) Various laws were passed during the World War along the 
same general lines. All were restrictive in character to a particular 
kind of property or particular commodity for a specific purpose. A 
bill of the general tenor of this draft was being considered by Con- 
gress at the time of the armistice. 

(0) The principal difference between the proposed law and the 
World War legislation with respect to the same authority is that 
here all acquisition by the Government in war is covered in one 
piece of legislation, whereas in the World War the legislation was 
restricted to particular kinds of property and to specitic purposes. 


2. PROCEDURE IN PREPARATION OF DRAFT OF PROPOSED BILL 


(a) Initiative: War and Navy Departments. 

(0) Consultation with— 

(1) Shipping Board. 

(2) United States Chamber of Commerce, selected industrial 
leaders. 

(3) Military and Naval Committees of Congress. 


A BILL To authorize the acquisition by the United States, during the period of any 
national emergency declared Ly Congress to exist, of private property of any aud all 
kinds, real, personal. and mixed, needed for the national security and defeuse, or the 
conduct of the Government, to provide a method of such acquisition, and tor other 
purposes, 


Be it enacted by the Senate and House of Representatives of the Unitcd 
States of America in Congress assembled: That during any national emergency 
declared by Congress to exist Which. in the Judgment of the President, demands 
the immediate increase of the armed forces of the United States, the President 
be, and he hereby is, authorized either directly or through such executive de- 
partinent or agency as he may designate, to take over for and on behalf of the 
United States, the possession and use or ownership of any and all personal 
property and such use of, or such right, title, and interest in and to any and 
all reul property, or any part or portion thereof, wherever such property, per- 
sonal or real, may be situated within the United States, the Territories thereof, 
the District of Columbia, the Canal Zone, Porto Rico, or the Philippine Islands, 
as in his opinion is necessary for the national security and defense of the con- 
duct of the Government. 

SEC. 2, That real property or any part or portion thereof taken under author- 
ity of this act, shall be acquired by and through proclamation, describing such 
real property with such particularity as is used in conveyances of real estate 
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or in leases thereof and specifying whether the United States takes title in fee 
or acquires a lesser estate or the temporary use thereof and specifying also the 
extent of the title or interest or use taken; and immediately upon the promul- 
gation of such proclamation, such title to or interest in or use of suid real 
estate as is described and defined by said proclamation shall vest in and become 
the property of the United States and it may immediately enter into the pos- 
session thereof. 

Seo. 3. That personal property taken under authority of this act shall be ac- 
quired by written requisition therefor and thereof, describing the same with 
such particularity as, in the particular circumstances of each case, is reason- 
ably practicable and setting forth whether the United States takes the owner- 
ship or the temporary use thereof. Said requisition shall be directed to and 
served upon the owner or owners thereof or upon the person or persons in 
charge thereof or, when none of these can be found, then by posting said requi- 
sition or a copy thereof upon the premises where said property is situated; and 
immediately upon the service or posting of said requisition as aforesaid, the 
right to the use of said property or the ownership thereof, according as the 
one or the other has been named in said requisition, shall become lodged in the 
United States, and it may immediately take possession thereof. 

Sec, 4. That in eases in which it is impossible or difficult to determine 
whether the property to be taken under this act is real or persunal the pro- 
cedure may be by proclamation as provided by section 2 hereof or by requisition 
as provided by section 3 hereof or by both proclamation and requisition. 

Sec. 5. That the President, either directly or through the head of the exec- 
utive department or agency through which he has taken over such property 
or right, title, or interest therein, or use thereof, shall determine and make 
just compensation therefor: Provided, That if the just compensation so deter- 
mined in any case is unsatisfactory to the person or persons entitled to receive 
it, such person or persons shall be paid 75 per centum thereof and shall be 
entitled to sue tie United States to recover such further sum as, added to said 
75 per centum, will make up such amount as will be just compensation therefor, 
and jurisdiction is hereby conferred, regardless of the amount in controversy, 
on the United States district court for the district in which such preperty or 
any part thereof is situated to hear and determine all such controversies in the 
manner provided for by section 24, paragraph 20, of the Judicial Code. If in 
any case the title to or ownership of the property taken or used is uncertain, 
or is held by several persons and they shall not agree among themselves as to 
the division of the amount to be paid, or the property is encumbered or subject 
to a lien or liens or rights of minors or remaindermen are involved, or if for 
any other reason the President or the head of an executive department or 
agency is of the opinion that said 75 per centum can not safely be paid. then 
there shall be filed in the United States district court for the district in which 
such property or any part thereof is situated, in the name of the United States, 
a bill of interplender against all persons who claim or are known to hold an 
interest in said property, requiring them to appear and have their conflicting 
claims to said 75 per centum settled and determined. and contemporuneously 
therewith said 75 per centum shall be transferred on the books of the Treasury 
Department into a special fund to remain available for payment to the person 
or persons thus determined to be entitled thereto. Any suit or suits brought 
to recover the difference between said 75 per centum and such sum as will 
constitute Just compensation for the property, or right, title, or interest therein, 
or use thereof, as the case may be, as hereinabove provided. may be con- 
solidated and tried with said interpleuder proceedings. In cases where personal 
property or the use thereof is taken, an invoice of such property shall be 
made in the presence or with the assistance, if practicable, of the former 
owner or owners thereot, and where the use only of such preoperty is taken 
tie value of the property itself as well as the value of its use shall be de- 
termined. In all cases in which a use only of either real or personal property 
is taken the just compensation therefor shall be determined and fixed upon 
a monthly basis and payment thereof in the manner aforesaid shall be made 
either monthly or quarterly as the President or head of said executive depart- 
ment or agency may deem most expedient. 

Sec. 6. That this act shall not be construed as repealing, altering, or amend- 
ing any previous act or acts authorizing the acquisition of real or personal 
property by the United States, but shall be construed and considered as an 
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additional grant of authority in those respects; and anv appropriations, hereto- 
fore or hereafter made, which are available for the procuring or purchase of 
real or personal property may likewise be used in making payments for such 
property when acquired under the provisions of this act. 

Sec. 7. That the President be, and he hereby is, authorized and empowered 
to sell. lease, or otherwise dispose of any property, real or personal, or any 
right, title, or interest therein acquired under the provisions of this act for 
such consideration as he may deem just and reasonable whenever, in his opin- 
ion, the property thus acquired is, or shall become, unavailable or undesirable 
for Government use. 

Sec. 8. That in any legal proceedings against the United States growing out 
of the acquisition of property under the provisions of this act wherein the 
value of such property is an issue in controversy, evidence as to the cost of 
such property to the former owner or owners Shall be competent and shall be 
received and considered in arriving at a determination of such value. 

Sec. 9. That in order to keep Congress informed as to the acquisition of 
property made under the provisions of this act, a report shall be made to Con- 
gress of property taken under this act, such report to be made within sixty 
days after ench such taking. 

Sec. 10. That section 355 of the Revised Statutes shall be. an? the same 
hereby is. suspended during the period of the national emergency, so declared 
by Congress to exist, in so far as it would otherwise be applicable to real 
property acquired under the provisions of this act. 

Sec. 11. That the words “ United States district court.” as used in this act, 
shall be deemed and considered to include the district courts of the District 
of Alaska, the United States District Court for the District of Hawaii, the 
District Court of the Canal Zone, the District Court of the United States for 
Porto Rico. the Supreme Court of the Philippine Islands. and the Supreme 
Court of the District of Columbia: and in all cases in which property situated 
in the District of Columbia is taken under this act the owners of said property 
shall be entitled at their election to bring the suits for the compensation herein 
provided for either in the Supreme Court of said District or in the United 
States Court of Claims. 

Sec. 12, That the provisions of this act shall also apply to the Philippine 
Islands, 


111. A BILL AUTHORIZING THE ESTABLISHMENT OF A BUREAU OF 
MARINE WAR RISK INSURANCE IN THE TREASURY DEPART- 
MENT 


1. CONSIDERATION OF LIKE LEGISLATION IN THE WORLD WAR 


(a) The bureau of marine war risk insurance in the Treasury 
Department was created, and its duties and powers defined, by act 
of September 2, 1914, as amended. 

(b) The proposed bill follows the general tenor of the World 
War legislation, which was found to be eminently satisfactory. 
There is, however, not the same detail respecting personnel and 
salaries. This would necessarily be determined byv circumstances at 
the time of proposal of legislation and can then be readily supphed. 
The advisory board authorized in the act of September 2, 1914, has 
not been included in the proposed bill because the creation of such a 
board was apparently found unnecessary in the operation of the 
World War bureau. 


2. PROCEDURE IN PREPARATION OF DRAFT OF PROPOSED BILL 


(a) Initiative: Treasury Department. 

(b) Consultation with— 

(1) War Department, Navy Department, Department of Com- 
merce, and Shipping Board. 
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3 Leaders in the shipping industry. 

(3) Military and naval committees of Congress, Commerce and 
Finance Committees of the Senate, Ways and Means and Merchant 
Marine and Fisheries Committees of the House. 


A BILL To authorize the establishment of a bureau of marine war-risk insurance in the 
Treasury Department 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, To provide for the export shipping of the 
United States adequate facilities for the insurance of its commerce against 
the risk of war, the President is authorized to establish in the Treasury De- 
partment a bureau to be known as the marine war-risk insurance bureau. 

Sec. 2. That the said marine war-risk insurance bureau, subject to the gen- 
eral direction of the Secretary of the Treasury, shall, as soon as practicable, 
make provision for the insurance of American vessels, their freight and passage 
moneys, and cargoes shipped or to be shipped therein, as well as the vessels 
and cargoes of States friendly to the United States engaged in export and 
import trade with the United States, against loss or damage of the risks of 
war whenever it shall appear to the Secretary of the Treasury that such ves- 
sels, shippers, or importers are unable in any trade to secure adequate war- 
risk {insurance on reasonable terms. 

Sec. 3. That the marine war-risk insurance bureau, created under authority 
of this act, with the approval of the Secretary of the Treasury, is hereby author- 
ized to adopt and publish a form of war-risk policy and to fix reasonable rates 
of premiums for the insurance of vessels, their freight and passage moneys, 
and cargoes against war risks, which shall be subject to such change, to each 
part for each class,. as the Secretary shall find to be required by the circum- 
stances. The proceeds of the aforesaid premiums, when received, shall be 
covered into the Treasury of the United States. 

Sec. 4. That the marine war-risk insurance bureau, with the approval of the 
Secretary of the Treasury, shall have power to make any and all rules and 
regulations necessary for the carrying out of the provisions of this title and to 
employ such legal agents or other agents in the nature of insurance experts 
as may be required in carrying into effect the purpose of this title, such agents 
to be paid for their services at a rate per annum to be determined by the 
Secretary of the Treasury. In the event of disagreement as to the claims for 
losses, or amounts thereof, between the said bureau and the parties to such 
contracts of insurance, an action on the claim may be brought against the 
United States, in the district court of the United States, sitting in admiralty, 
in the district in which the claimant or his agent may reside. 

Sec. 5. The director of the marine war risk insurance bureau, upon the 
adjustment of any claims for losses, in respect of which no action shall be begun, 
shall, on approval of the Secretary of the Treasury, promptly pay such claim 
and losses to the parties in interest; and the Secretary of the Treasury is 
directed to make provision for the speedy adjustment of claims for losses and 
also for the prompt notification of parties in interest of the decisions of the 
bureau on their claims. 

Sec. 6. That all moneys received from premiums and salvage shall be covered 
into the Treasury to the credit of any appropriations made for the payment of 
losses and be available for the purpose thereof. 

Sec. 7. The President is authorized, whenever in his judgment the necessity 
for further war insurance with the United States shall have ceased to exist, 
to suspend the operations of this title in as far as it authorized insurance by 
the United States against losses or damage by risks of war, which suspension 
shall not effect any insurance outstanding at the time of any claims pending 
adjustment. For the purpose of the final adjustment of any such outstanding 
insurance or claims, the marine war risk insurance bureau may, in the dis- 
cretion of the President, be continued in existence for such length of time 
as it proves to be necessary in the premises. 

Src. 8. That a detailed statement of all expenditures under this title and of 
all receipts hereunder shall be submitted to Congress at the beginning of each 
regular session. 
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IV. A BILL CREATING A WAR TRADE BOARD 


1. CONSIDERATION OF LIKE LEGISLATION IN THE WORLD WAR 


(a) The espionage act, June 15, 1917 (40 Stat. 217) and the trad- 
ing with the enemy act, October 6, 1917 (40 Stat. 411), and amend- 
ments conferred the power and authority exercised through the War 
Trade Board. 

(6) The proposed bill follows the general tenor of the World War 
legislation a does not contain the detailed provisions which can be 
formulated only at the time of proposal of such legislation and 
according to the circumstances then existent. The general powers 
and duties conferred in the World War are herein indicated. The 
proclamations herein proposed are in outline onlv; particular items 
to be covered could be determined only after further study. 


2. PROCEDURE IN PREPARATION OF DRAFT OF PROPOSED BILL 


(a) Initiative: War Department. 

E Consultation with— 

1) Navy Department, Department of Commerce, Treasury De- 
partment. 


(2) United States Chamber of Commerce, selected industrial 
leaders. 

(3) Military and Naval Committees of Congress, Commerce and 
Foreign Relations Committees of the Senate, Interstate and Foreign 
Commerce and Foreign Affairs Committees of the House. 


A BILL To provide further for the national defense by controlling exports from the 
United States, imports into the Tuited States, and trading with the enemy 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this act shall be known as 
“the war trade act.” 

Sec. 2. (a) That the term “person” shall include individuals, corpora- 
tions, partnerships, firms, associations, company, or organized munufacturing 
industry existing under or authorized by the laws of the United States or 
any State, Territory, District, or possession thereof, or of any foreign country. 

(b) The word “enemy,” as used herein, shull be deemed to mean for the 
purposes of such trading and of this act: 

(1) Any individual, partnership, or other body of individuals, of any na- 
tionality, resident within the territory (including that occupied by the mili- 
tary and naval forces) of any nation with which the United States is at war, 
or resident outside the United States and doing business within such ter- 
ritory, and any corporation incorporated within such territory of any nation 
with which the United States is at war or incorporated within any country 
other than the United States and doing business within such territory. 

(2) The government of any nation with which the United States is at war, 
or any political or municipal subdivision thereof, or any oificer, official, agent, 
or agency thereof. 

(3) Such other individuals, or body or class of individuals. as may be 
natives, citizens, or subjects of any nation with which the United States is 
at war, other than citizens of the United States, wherever resident or wherever 
doing business, as the President, if he shall find the safety of the United 
States or the successful prosecution of the war shall so require, may, by 
proclamation, include within the term “enemy.” 

(c) The words “ally of enemy,” as used herein, shall be deemed to mean: 

(1) Any individual. partnership, or other body of individuals, of any na- 
tionality, resident within the territory (including that occupied by the mili- 
tary and naval forces) of any nation which is an ally of a nation with which 
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the United States is at war, or resident outside the United States and doing 
business within such territory, and any corporation incorporated within such 
territory of such ally nation, or incorporated within any country other than 
the United States and doing business within such territory. 

(2) The government of any nation which is an ally of a nation with which 
the United States is at war, or any political or municipal subdivision of such 
ally nation, or any officer. official, agent, or agency thereof. 

(3) Such other individuals, or body or class of individuals, as may be 
natives, citizens. or subjects of any nation which is an ally of a nation with 
which the United States is at war, other than citizens of the United States, 
wherever resident or wherever doing business, as the President, if he shall find 
the safety of the United States or the successful prosecution of the war shall 
so require, muy, by proclamation, include within the term “ ally of enemy.” 

(d) The words “ United States,” as used herein, shall be deemed to mean 
all land and water, continental or insular, in any way within the jurisdiction 
of the United States or occupied by the military or naval forces thereof. 

(e) The words “to trade,” as used herein, shall be deemed to mean: 

(1) Pay, satisfy, compromise, or give security for the payment or satisfac- 
tion of any debt or obligation. 

(2) Draw, accept, pay, present for acceptance or payment, or indorse any 
negotiable instrument or chose in action. 

(3) Enter into, carry on, complete, or perform any contract, agreement, or 
obligation. £ 

(4) Buy or sell, loan or extend credit. trade in, deal with. exchange, trans- 
mit, transter, assign or otherwise dispose of, or receive any form or property. 

(5) To have any form of business or commercial communication or inter- 
course with. 

Src. 3. To assure the most effective utilization of our domestic resources in 
meeting the national and international demands for same and for this purpose 
to provide an executive administrative agency for the supervision and control 
of all our exports and imports. in the event of a national emergency declared by 
Congress, the President is authorized to establish a war trade board. 

Sec. 4. The war trade board herein authorized shall have power to— 

(a) Exercise control of all exports and imports and for such purposes. to 
issue licenses under such terms and conditions as are not inconsistent with 
law, or refuse licenses for the exportation or importation of all articles ex- 
cept coin, bullion, or currency ; 

(b) Take the necessary measures to insure the equitable distribution of im- 
ported commodities and their consumption in the most essential products: 

(c) Provide means for the conservation of ocean tonnage. for the trans- 
portation of necessities by import restrictions and priorities control of export 
shipments; 

(d) Make effective a policy of reciprocity with other countries whose exports 
and imports may be influenced by the war; 

(e) Provide for the conservation of domestic supplies through export re- 
strictions and by obtaining the essential imports from foreign countries: 

(f) Issue, under such terms and conditions as are not inconsistent with law, 
or to withhold or refuse, licenses to trade either directly or indirectly with, to, 
or from, or for, or on account of, or on behalf of, or for the benefit oi, any 
other person. with knowledge or reasonable cause to believe that such other 
person is an enemy or ally of enemy, or its conducting or taking part in such 
trade directly or indirectly for, or on account of, on behalf of, or for the 
benefit of. an enemy or ally of enemy ; 

(g) Issue, under such terms and conditions as are not inconsistent with 
law, to every enemy or ally of enemy, other than enemy or ally of enemy in- 
surance or reinsurance companies, doing business within the United States 
through an agency or branch office, or otherwise, applying therefor within 30 
days of ——————- (date) licenses temporary or otherwise to continue to do 
business, or said board may withhold or refuse the same: 

(h) Grant licenses to enemies and enemy allies to assunte or use other 
names than those by which they were known at the beginning of the war. 

SEC. 5. The war trade board is authorized to formulate the necessary rules 
and regulations subject to the approval of the President for carrying out the 
intent and purpose of this act. 

Sec. 6. That whoever shall willfully violate any of the provisions of this act 
or of any license, or order, rule or regulation, issued thereunder, or whoever 
shall willfully violate, neglect, or refuse to comply with any such license, 
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order, rule, or regulation, issued hereunder, shall upou conviction in any 
court of the United States of competent jurisdiction, be fined not more than 
$5,000, or if a natural person, imprisoned for not more than four years, or 
both, and any officer, director, or agent of any corporation or association or 
member or any firm, who shall knowingly participate in any such vivlation, 
neglect, or refusul, shall be punished as provided herein for a natural person. 


By THE PRESIDENT OF THE UNITED STATES OF AMERICA 


A PROCLAMATION 


By virtue of the authority vested in me by the war trade act approved 
I hereby establish a war trade board. to be composed of ——— ———, thair- 
man, and of representatives. respectively, of the Secretary of Stute, of the 
Secretary of Agriculture, of the Secretary of Commerce, of the director of 
War industry, and of the United States Shipping Board. 

The said war trade board is hereby directed to take all such measures sub- 
ject to my approval as may be necessary and expedient to administer the 
powers conferred by the war trade act. 


(President's Signature) 
The WHITE HOUSE. $ 
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(Date) 
By THE PRESIDENT OF THE UNITED STATES OF AMERICA 
A PROCLAMATION 


By virtue of authority vested in me by the war trade board act, ap- 
proved ———-, I do hereby proclaim to all whom it may concern that the public 
safety requires that, except at such time or times and under such regulations 
and orders and subject to such limitations and exceptions as the President shall 
prescribe, until otherwise ordered by the President or by Congress, the following 
articles, namely: All kinds of arms, guns. ammunition and explosives, machines 
for their manufacture or repair, component parts thereof, materials or ingre- 
dients used in their manufacture, and ail articles necessary or convenient for 
their use; all contrivances for, or means of transportation on land or in the 
water or air, machines used in their manufacture or repair. component parts 
thereof. materials or ingredients used in their manufacture, and all instruments, 
articles, and animals necessary or convenient for their use; all means of com- 
munication, tools, implements, instruments, equipment, maps, pictures, papers, 
and other articles, machines and documents necessary or convenient for carry- 
ing on hostile operations shall not, on and after the —— day of — ith 
the year ———., be exporte l from or shipped from. or taken out or the United 
States or its territorial possessions. except for use of the military force of 
the United States, or its allies in the war; and 

I do hereby further proclaim to all whom it may concern that the publie 
safety requires that, exeept at such time or times, and under such regulations 
and orders, and subject to such limitations and exceptions as the President 
shall prescribe, until otherwise ordered by the President or by Congress, the 
following articles, namely: Corundum, emery, nitric acid, sulphurie acid, thyl, 
alcohol. methyl alcohol, airplane motors, automobiles. potash and its salts, 
spruce lumber, benzol, phenol, toluol. coconut shells, cranes, chronium, manga- 
nese, nickel, tungsten, vanadium, cork, jute, kapok. manila fiber, oakum, sisal, 
coffee, sugar, helium, animal hides, quebracho, machine tools, camphor, iodine, nux 
vomica, Opium. quinine, surgical instruments, mica, tin, antimony, graphite, 
platinum, aluminum, quicksilver, uranium, optical glass, flaxseed, paper and 
pulp, petroleum, cotton Inters, nitrates, pieric acid, rubber, shellac, silk, steel 
and iron, asbestos, sulphur and pyrites, gutta-percha, and wool, shall not, on and 
after the ———— day of ————, in the year ———, be exported or shipped from, 
or taken out of the United States or its territorial possessions, except for use 
of the military forces of the United States or its allies in the war. 

The regulations. orders, limitations. and exceptions prescribed will be admin- 
istered by and under the authority of the war trade board, from whom licenses, 
in conformity with said regulations, orders, limitations, and exceptions will 
issue, 
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In witness whereof, I have hereunto set my hand and caused the seal of the 
United States of America to be affixed. 
Done at the city of Washington this 


day of in the year 


of 


(Signature of the President) 
By the President: 


, Secretary of State. 
V. A BILL CREATING A WAR FINANCE CORPORATION 
1. CONSIDERATION OF LIKE LEGISLATION IN THE WORLD WAR 


(a) Congress authorized the creation of the War Finance Corporation by 
act of April 5. 1918 (40 Stat. 506). This act was amended August 24, 1921 
(42 Stat. 181) and by act of February 20, 1924 (43 Stat. 15). The amend- 
ments related primarily to the attempts to solve postwar problems. 

(b) The proposed bill follows the general tenor of the World War legis- 
lation but does not contain detailed provisions. The determination of appro- 
priate details can be made only when the bill is considered for actual sub- 
mission to Congress. 


2. PROCEDURE IN PREPARATION OF DRAFT OF PROPOSED BILL 


(a) Initiative: Treasury Department. 

(b) Consultation with— 

(1) War, Navy, and Commerce Departments. 

(2) United States Chamber of Commerce and selected industrial leaders. 

(3) Military and Naval Committees of Congress, Finance Committee of the 
Senate, Ways and Means Committee of the House. 


A BILL To provide further for the national security and defense, and, for the purpose of 
assisting in the prosceution of the war, to provide credits for industries and enterprises 
in the United States necessary or contributory to the prosecution of the war, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That there is hereby created a body corporate 
and politic in deed and in law to be known by the name, style, and title of the 
“War Finance Corporation” therein called the corporation). It shall have 
succession for a period of ten years, but in no event shall the corporation exer- 
cise any of the powers conferred by this act, except such as are incidental to the 
liquidation of its assets and the winding up of its affairs, after six months after 
the termination of the war, the date of such termination to be fixed by procla- 
mation of the President of the United States. 

Spo. 2. The management of the corporation shall be vested in a board of 
directors, consisting of the Secretary of the Treasury, who shall be chairman of 
the board, and four other persons, to be appointed by the President of the 
United States by and with the advice and consent of the Senate. 

Seo. 3. That the four directors of the corporation appointed as hereinbefore 
provided shall receive annual salaries, payable monthly, of $12,000. Any direc- 
tor receiving from the United States any salary or compensation for services 
shall not receive as salary from the corporation any amount which, together 
with any salary or compensation received from the United States, would make 
the total amount paid to him by the United States and by the corporation 
exceed $12,000. No director, officer, attorney, agent, or employee of the corpora- 
tion shall in any manner, directly or indirectly, participate in the determinatiom 
of any question alfecting his personal interests, or the interests of any corpora- 
tion, partnership, or association in which he is directly or indirectly interested. 

Seo. 4. The capital stock of the corporation shall be $500,000,000, all of which 
shall be subscribed by the United States of America, and such subscription shall 
be subject to call upon the vote of three-fifths of the board of directors of the 
corporation, with the approval of the Secretary of the Treasury, at such time 
or times as may be deemed advisable; and there is hereby appropriated, out of 
any money in the Treasury not otherwise appropriated, the sum of $500,000,000, 
or so much thereof as may be necessary for the purpose of making payment 
upon such subscription when and as called. Receipts for payments by the 
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United States of America for or on account of such stock shall be issued by the 
corporation to the Secretary of the Treasury and shall be evidence of stock 
ownership. 

Sec. 5. That the principal office of the corporation shall be located in the 
District of Columbia, but there may be established agencies or branch offices 
in any city or cities of the United States under rules and regulations prescribed 
by the board of directors. 

Src. 6. That the corporation shall be empowered and authorized to adopt, 
alter, and use a corporate seal; to make contracts; to purchase or lease and 
hold or dispose of such real estate as may be necessary for the prosecution of 
its business; to sue and be sued; to complain and defend in an) court of com- 
petent jurisdiction, State or Federal; to appoint, by its board of directors, and 
fix the compensation of such officers, employees, attorneys, and agents as ure 
necessary for the transaction of the business of the corporation. to detine their 
duties, require bonds of them and fix the penalties thereof, and to dismiss at 
pleasure such officers, employees, attorneys, and agents; and to prescribe, 
amend, und repeal. by its board of directors, subject to the approval of the 
Secretary of the Treusury, by-laws regulating the manner in which its general 
business may be conducted and the privileges granted to it by law may be 
exercised aud enjoyed, and prescribing the powers and duties of its oflicers 
and agents. 

Sec. 7. That the corporation shall be empowered and authorized to make 
advances, upon such terms, not inconsistent herewith, as it may prescribe, for 
periods not exceeding five years from the respective dates of such advances: 

(a) To any bank, banker, or trust company in the United States which shall 
have made after —————————- (date) —, , and which shall have outstand- 
ing any loan or loans to any person, firm, corporation, or association conducting 
an established and going business in the United States, whose operations shall be 
necessary or contributory to the prosecution of the war, and evidenced by a 
note or notes, but no such advance shall exceed 75 per centum of the face value 
of such loan or loans; and 

b. To any bank, banker, or trust company, in the United States, which shall 
have rendered financial assistance, directly or indirectly, to any such person, 
firm, corporation, or association by the purchase after ————————— (date) —, 
, of its bonds or other obligations, but no such advance shall exceed 75 
per centum of the value of such bonds or other obligations at the time of such 
advance, us estimated und determined by the board of directors of the corpora- 
tion. 

All advances shall be made upon the promissory note or notes of such bank, 
banker, or trust company, secured by the notes, bonds, or other obligations, 
which are the basis of any such advance by the corporation, together with all 
the securities, if any, which such bank, banker, or trust company may hold 
as collateral for Such notes, bonds, or other obligations. 

The corporation shall, however, have power to make advances (1) up to 100 
per centum of the face value of any such loan made by any such bank. banker, 
or trust company to any such person, firm, corporation, or association, and 
(2) up to 100 per centum of the value at the time of any such advance (as 
estimated and determined by the board of directors of the corporation) of 
such bonds or other obligations by the purchase of which financial assistance 
have been rendered to such person, firm, corporation, or association: Provided, 
That every such advance shall be secured in the manner described in the pre- 
ceding part of this section, and in addition thereto by collateral security, to be 
furnished by the bank, banker, or trust company, of such character as shall 
be prescribed by the board of directors, of a value, at the time of such advance 
(as estimated and determined by the board of directors of the corporation), 
equal to at least 33 per centum of the amount advanced by the corporation. 
The corporation shall retain power to require additional security at any time. 

Sec. 8. That the corporation shall be empowered and authorized to make 
advances from time to time, upon such terms, not inconsistent herewith, as 
it may prescribe, for periods not exceeding one year, to any savings bank, 
banking institution, or trust company, in the United States, which receives 
savings deposits, or to any building and loan association in the United States, 
on the promissory note or notes of the borrowing institution, whenever the 
corporation shall deem such advances to be necessary or contributory to the 
prosecution of the war or important in the public interest: Provided, That 
such note or notes shall be secured by the pledge of securities of such charac- 
ter as shall be prescribed by the board of directors of the corporation, the 
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value of which, at the time of such advance (as estimated and determined 
by the bvard of directors of the corporation) shall be equal in amount to 
at least 133 per centum of the amount of such advance. The rate of interest 
charged on any such advance shall not be less than 1 per centum per annum 
in excess of the rate of discount for ninety-day commercial paper prevailing 
at the time of such advance at the Federal reserve bank of the district in which 
the borrowing institution is located, but such rate of interest shall in no case 
be greater than the average rate receivable by the borrowing institution on 
its loans and investments made during the six months prior to the date of 
the advance, except that where the average rate so receivable by the borrowing 
institution is less than such rate of discount for ninety-day commercial paper 
the rate of interest on such advance shall be equal to such rate of discount. 
The corporation shall retain power to require additional security at any time. 

Sec. 9. That the corporation shall be empowered and authorized in exceptional 
cases, to make advances directly to any person, firm, corporation, or associa- 
tion, conducting an established and going business in the United States, whose 
operations shall be necessary or contributory to the prosecution of the war (but 
only for tlie purpose of conducting such business in the United States and 
oniy when in the opinion of the board of directors of the corporation such 
person, firm, corporatin, or association is unable to obtain funds upon reason- 
able terms through banking channels or from the general public) for periods 
not exceeding five years from the respective dates of such advances, upon 
such terms, and subject to such rules and regulations as may be prescribed by 
the board of directors of the corporation. In no case shall the aggregate amount 
of the advances made under this section exceed at any one time an amount 
equal to 12% per centum of the sum of (1) the authorized capital stock of the 
-corporation plus (2) the aggregate amount of bonds of the corporation author- 
ized to be outstanding at any one time when the capital stock is fully paid in. 
Every such advance shall be secured by adequate security of such character 
as shall be prescribed by the board of directors of a value at the time of such 
advance (as estimated and determined by the board of directors), equal to 
(except in case of an advance made to a railroad in the possession and control 
of the President, for the purpose of making additions, betterments, or road 
extensions, to such railroad) at least 125 per centum of the amount advanced 
by the corporation. The corporation shall retain power to require additional 
security at any time. The rute of interest charged on any such advance shall 
not be less than 1 per centum in excess of the rate of discount for ninety-day 
commercial paper prevailing at the time of such advance at the Federal reserve 
bank of the district in which the borrower is located. 

Sec. 10, That in no case shall the aggregate amount of the advances made 
under this title to any one person, firm, corporation, or association exceed at 
any one time an amount equal to 10 per centum of the authorized capital stock 
of the corporation, but this section shall not apply in the case of an advance 
made to a railroad In the possession and control of the President, for the 
purpose of making additions, betterments or road extensions to such railroad. 

Sec. 11. That the corporation shall be empowered and authorized to sub- 
scribe for, acquire, and own, buy, sell, and deal in bonds and obligations of the 
United States issued or converted after ————— (date) —, , to such 
extent as the board of directors, with the approval of the Secretary of the 
Treasury, may from time to time determine. 

Sec. 12. That the corporation shall be empowered and authorized to issue 
and have outstanding at any one time Its bonds in an amount aggregating not 
more than six times its paid-in capital, such bonds to mature not less than one 
year nor more than five years from the respective dates of issue, and to bear 
such rate or rates of interest; and may be redeemable before maturity at 
the option of the corporation, as may be determined by the board of directors, 
but such rate or rates of interest shall be subject to the approval of the Secre- 
tary of the Treasury. Such bonds shall have a first and paramount floating 
charge on all the assets of the corporation, and the corporation shall not at 
any time mortgage or pledge any of its assets. Such bonds may be issued at 
not less than par in payment of any advances authorized by this title, or may 
be offered for sale publicly or to any individual, firm, corporation, or associa- 
tion, at such price or prices as the board of directors, with the upproval of the 
Secretary of the Treasury, may determine. 

Sec. 13. That the Federal reserve banks shall be authorized, subject to the 
maturity limitations of the Federal reserve act and to regulations of the 
Federal Reserve Board, to discount the direct obligations of member banks 
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secured by such bonds of the corporation and to rediscount eligible paper 
secured by such bonds and indorsed by a member bank. No discount or redis- 
count under this section shull be granted at a less interest charge than 1 per 
centum per annum above the prevailing rates fur eligible commercial paper of 
corresponding maturity. 

Any Federal reserve bank may, with the approval of the Federal Reserve 
Board, use any obligation or paper so acquired for any purpose for which it is 
authorized to use obligations or paper secured by bonds our notes of the United 
States not bearing the circulation privilege: Provided, however, That whenever 
Federal reserve notes ure issued against the security of such obligations or 
paper the Federal Reserve Board muy make a special interest charge on such 
notes, Which, in the discretion of the Federal Reserve Bourd, need not be appli- 
cable to other Federal reserve notes which may from time to time be issued 
and outstanding. All provisions of law, not inconsistent herewith, in respect 
to the acquisition by any Federal reserve bank of obligations or paper secured 
by such bonds or notes of the United States, and in respect to Federal reserve 
notes issued against the security of such obligations or paper, shall extend, in 
so far as applicable, to the ucquisition of obligations or pauper secured by the 
bonds of the corporation aud to the Federal reserve notes issued aguinst the 
security of such obligations or paper. 

Sec. 14. That the corporation shall not exercise any of the powers granted 
by this title or perform any business except such as is incidental and neces- 
sarily preliminary to its orgunization until it has been authorized by the 
Abe et of the United States to commence business under the provisions of 

lis title. 

Sec. 15. That all net earnings of the corporation not required for its opera- 
tions shall be accumulated as u reserve fund until such time as the corporation 
liquidates under the terms of this title. Such reserve fund shall, upon the 
direction of the board of directors, with the approval of the Secretary of the 
Treasury, be invested in bonds and obligations of the United States, issued or 
converted after —————— (dute), or upon like direction aud approval may be 
deposited in member banks of the Federal reserve system, or in any oi the 
Federal reserve banks, or be used from time to time, as well as any other 
funds of the corporation in the purchase or redemption of any bonds issued 
by the corporation. The Federal reserve banks are hereby authorized to act 
as depositaries for and acs fiscal agents of the corporation in the general per- 
formance of the powers conferred by this title. Beginning six months after 
the termination of the war, the date of such termination to be fixed by a 
proclamation of the President of the United States, the directors of the corpo- 
ration shall proceed to liquidate its assets and to wind up its affairs, but the 
directors of the corporation, in their discretion, may, from time to time, prior 
to such date. sell and dispose of any securities or other property acquired by 
the corporation. Any balance remaining after the payment of all its debts 
shall be paid into the Treasury of the United States as miscellaneous receipts, 
and thereupon the corporation shall be dissolved. 

SEC. 16. That any and all bonds issued by the corporation shall be exempt. 
both as to principal and interest, from all taxation now or hereafter imposed 
by the United States, any State, or any of the possessions of the United 
States. or by any local taxing authority. except (1) estate or inheritance 
taxes. and (2) graduated add tional income taxes, commlonty known ds sur- 
taxes, and excess-profits and war-prolits taxes, now or hereafter imposed by 
the United States, upon the income or profits of ¿ndividuals, partnerships, 
corporations, or associations. The interest on an amount of such bonds the 
principal of which does not exceed in the aggregate $53.000, owned by any 
individual, partnership, corporation, or association, shall be exempt from the 
taxes referred to in clause (2). The corporstion including its franchise 
and the capital and reserve or surplus thereof. and the income derived there- 
from, shall be exempt from all taxation now or hereafter imposed by the 
United States, any State. or any of the possessions of the United States, or 
by any local taxing authority, except that any real property of the corpo- 
ration shall be subject to State, county, or municipal taxes to the same 
extent, according to its value. as Other rea! property is taxed. 

Sec. 17. That the United States shall not be liable for the payment of any 
bond or other obligution or the interest thereon issued or ineurred by the 
corporation, nor shall it incur any liability in respect of any act or omission 
of the corporation. 
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Sreo. 18. That whoever (1) makes any statement, knowing it to be false, 
for the purpose of obtaining for himself or for any other person, firm, corpo- 
ration, or association any advance under this title, shall be punished by a 
fine of not more than $10,000, or by imprisonment for not more than five 
years, or both. 

Whoever willfully overvalues any security by which any such advance is 
secured, shall be punished by a fine of not more than $5,000, or by imprison- 
ment for not more than two years, or both. 

Whoever (1) falsely makes, forges, or counterfeits any bond, coupon, or 
paper in imitation of or purporting to be in imitation of a bond or coupon 
issued by the corporation; or (2) passes, utters, or publishes, or attempts to 
pass, utter, or publish, any false, forged, or counterfeited bond, coupon, or paper 
purporting to be issued by the corporation, knowing the same to be falsely made, 
forged, or counterfeited; or (3) falsely alters any such bond, coupon, or paper; 
or (4) passes, utters, or publishes as true any falsely altered or spurious bond, 
coupon, or paper issued or purporting to have been issued by the corporation, 
knowing the same to be falsely altered or spurious, shall be punished by a 
fine of not more than $10,000, or by imprisonment for not more than five years, 
or both. 

Whoever, being connected in any capacity with the corporation, (1) em- 
bezzles, abstracts, or willfully misapplies any moneys, funds, or credits thereof, 
or (2) with intent to defraud the corporation or any other company, body 
politic or corporate, or any individual, or to deceive any officer of the corpora- 
tion, (a) makes any false entry in any book, report, or statement of the corpo- 
ration, or (b) without authority from the directors draws any order or assigns 
any note, bond, draft, mortgage, judgment, or decree thereof, shall be punished 
by a fine of not more than $10,000, or by imprisonment for not more than five 
years, or both. 

The Secretary of the Treasury is hereby authorized to direct and use the 
Secret Service Division of the Treasury Department to detect, arrest, and 
deliver into custody of the United States marshal having jurisdiction any person 
committing any of the offenses punishable under this section. 

Sec. 19. That the corporation shall file quarterly reports with the Secretary 
of the Senate and with the Clerk of the House of Representatives, stating as of 
the first day of each month of the quarter just ended (1) the total amount of 
capital paid in, (2) the total amount of bonds issued, (3) the total amount of 
bonds outstanding. (4) the total amount of advances made under each of sec- 
tions seven, eiglit, and nine, (5) a list of the classes and amounts of securities 
taken under euch of such sections, (6) the total amount of advances outstand- 
ing under each of sections seven, eight, and nine. and (7) such other informa- 
tion as may be hereafter required by either House of Congress. 


The corporation shall make a report to Congress on the first day of each 
regular session, including a detailed statement of receipts and expenditures. 


VI. A BILL COVERING THE DETAILS ESSENTIAL IN A DRAFT OF 
MAN POWER 


1. CONSIDERATION OF LIKE LEGISLATION IN THE WORLD WAR 


(a) The proposed bill follows the general tenor of the World 
War legislation on the same subject. 

(6) The various laws of the World War have been consolidated in 
one enactment. The general provisions respecting deferment and 
exemption on account of employment are similar, except that in the 
proposed bill it is provided that no person between the ages of 21 
and 30 years, or such other ages as the President may fix, who may 
be liable to service in the public armed forces, shall be deferred 
from such service on account of occupation, unless, in the judgment 
of the President, such deferment is necessary in the national interest. 
With this qualification, the President is authorized in a later section 
to defer service in the case of persons engaged in essential industries, 


48440—-31—pT 2-——8 


462 WAR POLICIES COMMISSION 


including agriculture. The purpose of these provisions is to indicate 
the intent of Congress that industrial deferment, particularly be- 
tween the years 21 and 30, shall not be granted except in urgent 
cases. The proposed bill has been drawn by the General Staff of the 
Army. 


2. PROCEDURE IN PREPARATION OF DRAFT OF PROPOSED BILL 


(a) Initiative: General Staff of Army. 

6) Consultation with— 

41) Navy Department, Assistant Secretary of War, Department 
of Labor, and Department of Commerce. 

(2) Officers of American Federation of Labor and other labor 
leaders, selected leaders of industry. 

(3) Military and Naval Committees of Congress. 


A BILL To provide further for the national security and defense 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, during any national emergency de- 
clared by Congress to exist, which, in the judgment of the President, demands 
the immediate increase of the armed forces of the United States. the President 
be, and he hereby is, authorized to select for induction and to induct into those 
forces, in accordance with this act, such male citizens of the United States 
and such male persons who have, or shall have, declared their intention to 
become citizens of the United States as he may deem necessary: Provided, 
That no person between the ages of 21 years and 30 years, or such other age 
limits as the President may fix, who may be liable to service in the public 
armed forces, shal] be deferred from such service on account of occupation. 
unless, in the judgment of the President, such deferment is necessary in the 
national interest. 

Sec. 2. That every male person, except as hereinafter provided in this 
section, who shall have reached the eighteenth anniversary of the day of 
his birth, and who shall not have reached the forty-fifth anniversary of the 
day of his birth, on or before the day, or days, fixed for registration, shall 
be subject to registration in accordance with regulations to be prescribed 
by the President; and upon proclamation by the President, or other public 
notice given by him, or by his direction, stating the time or times and place 
or places, of such registration, it shall be the duty of all such persons, except 
commissioned officers, warrant officers, field clerks, pay clerks, and enlisted 
men of the Regular Army, the Navy, the Marine Corps, the Coast Guard, 
the federally recognized National Guard, the Organized Reserves, the Naval 
Reserve, and the Marine Corps Reserve; cadets, United States Military 
Academy, midshipmen, United States Naval Academy; and cadets, United] 
States Coast Guard Academy; and diplomatic representatives, technical at- 
tachés of foreign embassies and legations, consuls general, consuls, vice con- 
suls, and consular agents of foreign countries, residing in the United States, 
‘who are not citizens of the United States, to present themselves for and 
submit to registration, under the provisions of this act: Provided, That the 
President is hereby authorized, on such subsequent dates as he may proclaim, 
to require every male person who may have reached the eighteenth anni- 
versary of the day of his birth, after the date set for the first registration 
provided for in this act, to present himself for and submit to registration : 
Provided further, That such registrants shall be placed at the bottom of 
the list of those liable for service in the public armed forces, in the several 
classes to which they may be assigned: Provided further, That, in the case of 
temporary absence from actual place of legal residence of any person subject 
to registration as provided herein, such registration may be made by mail. 
under regulations to be prescribed by the President: Provided further, That 
all persons registered shall be and remain subject to induction into the public 
armed forces of the United States, unless exempted or deferred as in this 
act provided: Provided further, That every person shall be deemed to have 
notice of the requirements of this act upon the publication of a proclamation or 
. other public notice requiring registration, given by the President, or by his 


WAR POLICIES COMMISSION 463 


direction, and any person who shall fail or refuse tv present himself for 
regstration, or to submit thereto as herein provided, shall, upon conviction 
in a district court of the United States having jurisdiction thereof, be pun- 
ished by imprisonment for not more than and shall upon conviction 
be duly registered: And provided further, That no exemption from registration 
shall continue after the cause therefor ceases to exist. 

Seo. 3. That all persons called, ordered, or inducted into the public armed 
forces of the United States pursuant to this act shall, from the dute they are 
required by the terms of such call, order, or induction to obey the same, be 
subject to the laws and regulations governing that branch of the public armed 
forces to which they may be assigned, so far as such laws and regulations are 
applicable to persons whose permanent retention in the service of the United 
States on the active or retired lists is not contemplated by existing law, and 
such persons shall be required to serve until six months after the emergency 
shall have been declared by the President to have terminated, unless sooner 
discharged. 

Upon order of the President, any such person may be transferred, with or 
without his consent, from that branch of the public armed forces to which 
assigned to any other branch of such forces: Provided, That any such person, 
when so transferred, may be tried by a court-martial of the branch of the 
public armed forces to which transferred for an offense previously committed 
against the laws of the branch of the public armed forces from which trans- 
ferred. 

Seo. 4. That the selective service herein provided shall be based on liability 
to service, in the public armed forces of the United States, of every male citizen, 
and every male person, residing in the United States, not an alien enemy, who 
has declared his intention to become a citizen, who shall have reached the 
eighteenth anniversary of the day of his birth and who shall not have reached 
the forty-fifth anniversary of the day of his birth: Provided, That nothing 
herein contained shall be construed to prevent the voluntary induction of non- 
declarant aliens. 

A citizen or subject of a neutral country, who has declured his intention to 
become a citizen of the United States, may be relieved from liability to service 
in the public armed forces, only upon his making declaration, in accordunce 
with such regulations as the President may prescribe, withdrawing his inten- 
tion to become a citizen of the United States, which withdrawal shall operate 
and be held to cancel his declaration of intention to become a citizen of the 
United States, and he shall forever be debarred from becoming a citizen of the 
United States. 

Spo. 5. That no bounty shall be paid to induce any person to enlist in or be 
inducted into the public armed forces of the United States: Provided, That the 
clothing and enlistment allowances now authorized by law shall not be re- 
garded as bounties within the meaning of this section. No person liable to 
service in such forces shall be permitted or allowed to furnish a substitute for 
such service; nor shall any substitute be received, enlisted, enrolled, or inducted 
into the public armed forees of the United States; and no person Hable to 
service in such forces shall be permitted to escape such service, or to be dis- 
charged therefrom, prior to the expiration of his term of service, by the pay- 
ment of money or any other valuable thing whatsoever, as consideration for 
his release from service in the public armed forces, or liability thereto. 

Sec. 6. That the Vice President of the United States, the officers, legislative, 
executive, and judicial, of the United States, and of the several States, Terri- 
tories, and the District of Columbia, while holding each official positions, shall 
‘be deferred from lability to service in the public armed forces. The President 
may, under such regulations as he may prescribe, defer service in the public 
armed forces of registrants whose continued employment in any of the follow- 
ing occupations he deems essential to the public interest: Inferior Federal and 
State officers: Federal and State employees; county and municipal officers 
and employees; pilots; persons enguged in essential industries, including agri- 
culture; and regularly ordained ministers of religion. He is also authorized, 
under such regulations as he may prescribe, to defer service in the public 
armed forces of those registrants in a status with respect to persons dependent 
upon them for support which renders their deferment advisable; and those 
found to be physically or morally deficient. No deferment shall continue when 
the cause therefor ceases to exist. 

Nothing contained in this act shall be construed to require or compel any 
person to serve in a combatant capacity in any of the public armed forces of 
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the United States, who is found to be a member of any well-recognized re- 
ligious sect whose creed or principles forbid its members to participate in war 
in any form, if the conscientious holding of such belief by such person shall be 
established under such regulations as the President may prescribe; but no 
such person shall be relieved from service in such capacity as the President may 
declare to be noncombatant. 

Sec. 7. That quotas for the several States, Territories, the District of Colum- 
bia, or subdivisions thereof. shall be determined in proportion to the actual 
number of registrants liable to service in any class or classes of registrants, 
designated by the President as the class or classes from Which personnel for 
service in the public armed forces shall be drawn: Provided, That when ascer- 
tained credit shall be given to each State, Territory, and the District of Colum- 
bia, for the number of residents of such State, Territory, or District who are 
in such public armed forces as of a date to be fixed by the President and an 
adjustment made in subsequent quotas. Should the President determine that 
the emergency is sufficiently formidable to render delay prejudicial to the na- 
tional interests, he muy require the quotas for the first calls to be based on an 
estimate, formed under his direction, of the probable number of registrants 
that will be found in the class or classes from which personne! Hable to service 
in the public armed forces shall be drawn: Provided, however, That when the 
actual number of registrants liable to service in such class or classes shall 
have been determined, an adjustment shall be effected in subsequent quotas. 

Sec. 8. That nothing in this act shall be construed as preventing the Presi- 
dent, when in his discretion the national interest requires it, from calling 
iminediately for duty in the public armed forces any person subject to registra- 
tion who is liable to service, however classified or wherever residing. 

Sec. 9. That the President is authorized to create the necessary agencies to 
carry the provisions of this act into effect. including agencies of appeal from 
exemption, classification, and deferment, and the decisions of such agencies 
of appeal shall be final, except that, in accordance with such rules and regula- 
tions as the President may prescribe, he may atlirm, modify, or reverse any such 
decision, The President is authorized to appoint and fix the compensation of 
the necessary officials and to formulate such rules and regulations as may be 
necessary to carry out the provisions of this act. He is authorized to utilize 
the service of any or all departments, and any or all officers or agents of the 
United States. and of the several States, Territories, and the District of Colum- 
bia, and subdivisions thereof. in the execution of this act. All officers and 
agents of the United States, and of the several States, Territories, and sub- 
divisions thereof, and of the District of Columbia, and all persons designated 
or appointed under regulations prescribed by the President, whether such 
appointments are made by the President himself or under his authority 
to perform any duty in the execution of this act, are hereby required to perform 
such duty as the President shall order or direct. All officers and agents, and 
persons so designated or appointed, shall hereby have full authority for all 
acts performed by them, in the execution of this act, by the direction of the 
President. In the administration of this act, voluntary services may be 
accepted. 

Correspondence necessary in the execution of this act may he carried in 
official penalty envelopes. 

Sec. 10. That any person charged, as herein provided, with the duty of car- 
rving into effect any of the provisions of this act. or the regulations made or 
directions given thereunder, who shall fail or neglect to perform sueh duty. and 
any person charged with such duty, or having and exercising any authority 
under said act, regulations, or directions who shall make. or be a party to 
the making of any false or incorrect registration, classification, physical ex- 
amination, exemption, deferment. induction, enrollment. or muster; and any 
person who shall make or be a party to the making, of any false statement or 
certificate, as to the fitness or liability of himself or any other person for 
service under the provisions of this act or remulations. or directions made pur- 
suant thereto, or otherwise evades service in the public armed forces or any of 
the requirements of this act, or who aids another to evade service in the public 
armed forces or any of the requirements of this act, or of said regulations or 
directions, or who, in any manner, Shall fail or neglect fully to perform any 
duty required of him under or in the execution of the act or regulations made 
in pursuance of this act, shall, if not subject to military or naval law, upon 
conviction in the District Court of the United States having jurisdiction thereof, 
be punished by imprisonment for not more than and a fine of not more 
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than or, if subject to military or naval law, shall be tried by court- 
martial, and, on conviction, shall suffer such punishment as a court-martial 
may direct. In the cases of registrants who fail to report for duty in the 
public armed forces as ordered, army and navy courts-martial shall have con- 
current jurisdiction to try such registrants for offenses arising out of such 
failure: Provided, That precedence shall be given, in courts trying the same, 
to the trial of criminal proceedings under this act. 

Seo. 11. That the provisions of this act, and the powers to be exercised there- 
under, shall be construed liberally to effectuate the purpose thereof, the spirit 
always controlling the letter, and any technical deficiencies therein, or in 
orders or regulations thereunder, being supplied by the reasonable intendment 
of the act as a whole, in the light of national needs. 

Sro. 12. That all laws and parts of laws providing for any exemptions or im- 
posing any other restrictions on liability to service in the public armed forces 
or Wh are otherwise in conflict with the provisions of this act, are hereby 
repea 


APPENDIX 4 


NUCLEUS OF PERSONNEL TO OFFICE OF DIRECTOR OF 
WAR INDUSTRY IN EMERGENCY 


PLAN FOR SETTING UP ADMINISTRATIVE MACHINERY 


PERSONNEL TO BE FURNISHED AS NUCLEUS TO DIRECTOR OF WAR INDUSTRY 
IN EMERGENCY 


The office of the director of war industry will be a body composed 
principally of men drawn from civilian life for the period of the 
emergency. However, since the * requirements ” division of the office 
must include representatives of the great using services, a certain 
number of Army and Navy officers must be included in this section. 

In addition to the above, there will be during the early stages of 
an emergency urgent need in each of the other sections of the office 
for men that have been previously engaged in study of the par- 
ticular function involved, and who are familiar with the contents 
of all appropriate plans. These men will be particularly useful in 
familiarizing the newly appointed officials with contents of plans, 
location of principal offices duties and functions of various agencies, 
and so on. They will also be valuable in collecting and assigning 
office personnel. 

There follows a list of the Army and Navy personnel that the 
Assistant Secretary of War believes should be available (and suit- 
ably trained) to turn over to the director of war industry on a 
moment's notice. 


ADMINISTRATIVE STAFF 


Number of 
persons 

Executive section. director and secretary of Army Industrial College_-_--.. 2 
Messengers. from civil service... ~___----------- eee 2 
Personnel section, 2 Navy officers, 2 Army officers- 4 
Finance section, 1 Army Officer___---.._-----_.------~--- ee 1 
Supply section, 1 Navy officer___-_.__-----_------.u eee 1 
Correspondence section, 2 clerks, Army Industrial College-----------..- 2 
Record section, 1 clerk. Army Industrial College---------------------—-- 1 
Statistical section, 1 Army officer, 1 Navy ofħìcert n- 2 


Field agents, to be appointed by the President as needed upon recommenda- 
tion of the director of war industry_ ~~ 2 n mMħħiĖħiiħ 


TECHNICAL STAFF 


Research section. 2 Army officers, 2 Navy officers.._-..--- ~~~ 4 
Price-control section, 2 Army officers, 2 Navy officers... 4 
Civil section, 2 Army officers, 2 Navy officers___----.--~-..---.--..-----. 4 
Legal section; 1 Army officer. concordia. q 
Public-information section, 1 Navy officer... ..---_-_----~---~-. 1 
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COORDINATOR OF REQUIREMENTS 


Number of 
persons 
Clerks, from civil service: is cost. 4 
Messengers, from civil service__..---.---_-.---_---.-------- eee 2 
Committee on priorities, 2 Army officers, 2 Navy officers__._.._._..-___._-- 4 
Construction committee, 2 Army officers, 2 Navy Officers... mM 4 
Committee on facilities, 2 Army officers, 2 Navy officers__..._..--_._.__-_-_- 4 
Power committee, 2 Army officers, 2 Navy officers....--_-.-___--.._.--_- 4 
Labor committee, 2 Army officers, 2 Navy offcers----------------------- 4 
Transportation committee, 2 Army officers, 2 Navy oOflicerB ooo... 4 
Committee on raw materials, 2 Army officers, 2 Navy officers._.-_....-.__ 4 
COORDINATOR OF WAR INDUSTRIES 
Clerks, from civil service____-_-__-_______--- ccoo 4 
Messengers, from civil service__...-________----___ ee 2 
Committee on credentials, to be appointed by the coordinator of war 
AOS 2230 ee ee ew oe ee ee E a is 10 


APPENDIX NO. 5 
SUPPORTING PLANS 
1. BASIC PROCUREMENT PLAN 


General control of Army procurement. On file in office of the 
Assistant Secretary of War. Copies to supply branches, branch 
schools, and general schools. Text in Army Industrial College. 


2. UNIT PLAN, OFFICE OF THE ASSISTANT SECRETARY OF WAR 


Describes organization of the war-time office of the Assistant Sec- 
retary of War. On file in office of the Assistant Secretary of War. 
Text in Army Industrial College. 


3. MOBILIZATION PLANS OF THE SUPPLY BRANCHES 


Describes the proposed methods of operation of the branch in war. 
On file in branch headquarters office, copies in procurement district 
offices, etc. 


4. UNIT PLANS 


Describes the organization of subordinate offices. On file in office 
of immediate superior. 


5. SPECIFIC PROCUREMENT PLANS 


Each plan indicates the problems connected with the procurement 
of an “ essential ” item of equipment or supply or of a related group 
of such items and describes briefly the proposed method of solution. 
On file in the office of the Assistant Secretary of War. Copies on 
file in branch offices. 


6. RAW MATERIAL PROCUREMENT PLANS 


Each plan indicates the problems connected with the supply of 
one of the raw materials. One supply branch has been made respon- 
sible for the continuing study of each of the selected materials. In 
time of war this branch will be the operating agency for carrying 
out the decisions of the office of the assistant Secretary of War in 
regard to the procurement of this material. On file in the office of 
the Assistant Secretary of War. Copies in the headquarters office 
of the supply branch responsible. Plans are made for “strategic 
raw materials” and for a few of the “critical raw materials,” as 
follows: 
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STRATEGIC RAW MATERIALS 


1. Antimony. 10. Manila fiber. 19. Rubber. 
2. Camphor. 11. Mica. 20. Shellac. 
8. Chromium. 12. Nickel. 21. Silk. 
4. Coconut shells. 13. Nitrates. 22. Sisal. 
5. Coffee. 14. Nux vomica. 23. Sugar. 
6. Hides. 15. Opium. 24. Tin. 
7. Iodine. 16 Platinum. 25. Tungsten. 
8. Jute. 17. Quicksilver. 26. Wool. 
9. Manganese. 18. Quinine. 

CRITICAL RAW MATERIALS 
1. Copper. 3. Airplane spruce. 3. Tanning materials. 
2. Kapok. 4. White phosphorus. 6. Lead. 


7. FACTORY PLANS 


Each plan applies to a specific factory or other facility that is to 
manufacture a noncommercial item or an item that requires processes 
differing from those in operation in the plant in peace time. These 
plans are of no specified form and differ greatly in elaboration. 
Factory plans are filed in accordance with the directive of the 
branch chief. 


S, DESCRIPTION OF MANUFACTURE 


o 

Such plan is a complete description of the processes and method 
of manufacture of a specific item. They are prepared as the result 
of experience in Government manufacturing establishments. They 
are considered to some extent a substitute for factory plans which 
are very difficult to obtain. It is expected that the description of 
manufacture will simplify the study necessary in the conversion 
of any plant to the manufacture of the specific item. These plans 
are on file in the headquarters office of supply branches. 


9. PROJECTS 


These are plans showing coordinated requirements for unit activ- 
ities in the theaters of war that can not be covered by equipment 
tables, such as “Railroad supplies and equipment for 100 miles of 
road, etc.’ These projects mainly pertain to the Engineer Corps 
procurement and are on file in that office. 


10. INDUSTRIAL NOTES 


No. 1. June 28, 1923: Outline of industrial mobilization. 

No. 2. January 2, 1924: Allocation of facilities. 

No. 3. January 15, 1924: Changes in specification during produc- 
tion. 

No. 4. March 25, 1924: Army industrial college. 

No. 5. October 29, 1924: The procurement of noncommercial mate- 
rial in war. 

No. 6. November 6, 1924: The procurement of commercial and 
semicommercial war material; peace-time planning. 
ala 7. January 15, 1925: Organization of the War Industries 

oard. 
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No. 8. May 20, 1925: Industrial Preparedness and Wisconsin; 
Principles of Industrial Preparedness. 

No. 9. June, 1926: Power—Relation of power to procurement 
planning. 

No. 10. May 25, 1927: Training of regular officers. 

No. 11. June, 1927: Address by Mr. Schwab before the Corps of 
Cadets, United States Military Academy. 

No. 12. July, 1927: Transportation; relation to procurement plan- 
ning. 

No. 13. March, 1928 (revised November, 1929, and October, 1930) : 
Procurement planning. 

No. 14. November 7, 1928: The present status of plans for indus- 
trial preparation for war. 


11. STUDIES 


In addition to the above plans there are on file in the office of the 
Assistant Secretary of War many functional studies which are avail- 
able on request. 

The foregoing is essentially a statement of the fundamentals of our 
national industrial problem in war, and a presentation of the gist 
of the comprehensive solution for that problem developed in this 
office. Although naturally subject to revision, it is to be regarded 
as a definite plan for industrial mobilization, tentatively adopted by 
the Assistant Secretary of War as the basis for the detailed pre- 
paratory work carried out under his supervision. 

The seven procurement services of the Army are the operating 
agencies concerned in the Army procurement plan, both in its de- 
tailed preparation and in its execution in an emergency. The de- 
tails of the plans governing their own war-time organization and 
operation are not shown. ‘These are on file in the appropriate offices 
and are open to inspection at all times. 

An important part of this document is that showing the functions 
of the industrial organization that will assist the President in an 
emergency, and the relationships that should exist between this 
body and the other principal assistants of a war-time President. 
The Assistant Secretary of War solicits concrete criticisms and 
suggestions on these matters from all interested parties, in order 
that there may be quickly reached the necessary agreements on all 
points in which two or more planning agencies have a common 
responsibility. 


Exuusir B 


IN CONNECTION WITH GENERAL MacARTHUR’S TALK 
BEFORE WAR POLICIES COMMISSION 


War DEPARTMENT, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington, D. C., April 28, 1931. 
Subject: Legal rules and principles applicable to industrial mobili- 
zation planning. 
Memorandum to Chief of Staff. 

In the formulation of plans for industrial mobilization in war, a 
duty assigned to him by Congress, the Assistant Secretary of War 
naturally has had to give consideration to those legal principles 
and legal rules upon which anv such program must be based. The 
officers of the War Department are not constitutional lawyers. 
Therefore, they must look to recognized authorities. Highly con- 
troversial constitutional questions will not here be considered. For- 
tunately, there are certain general applicable principles which have 
now become definitely determined. To those which bear directly 
on the industrial mobilization plan presented to you, attention will 
now be directed. 

WAR POWERS 


War-time planning immediately visualizes the war powers of 
government. In time of peace the coordinate branches of govern- 
ment have fairly well-defined powers. To these in war are added 
additional powers. These latter, or war powers, are not clearl 
defined but arise out of or spring from express or implied consti- 
tutional grants or are to be justified in the law of necessity. 

James Madison, as quoted in Lodge’s Federalist, pages 250-251, 
discusses the essential indefiniteness of these war powers and adds 
this significant statement: 

It is in vain to oppose constitutional barriers to the impulse of self- 
preservation. 

Alexander Hamilton, quoted in the same publication (pp. 136-137), 
says respecting war powers: 

* + œ These powers ought to exist without limitation, because it is im- 
possible to foresee or define the extent and variety of national exigencies, or 
the correspondent extent and variety of the means which may be necessary 
to satisfy them * * *, 

First will be noted the recognized war powers of Congress. 

In the Prize cases (2 Black, 635, 668) the Supreme Court said: 

By the Constitution, Congress alone has the power to declare a national or 
foreign war * * *, 

And, again, in Miller v. United States (11 Wall. 268) the court 
said : 
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Of course, the power to declare war involves the power to prosecute it by all 
means and in any manner in which war may be legitimately prosecuted. 

The Supreme Court has given the broadest possible interpretation 
to the meaning of the term “war,” holding it to embrace all cases 
where a country attempts to maintain its rights by the employment 
of force. 

In general, it may be noted in passing all Presidents since Wash- 
ington have recognized in their State papers this constitutional 
prerogative of Congress. 

In Ex parte Milligan (4 Wall. 2, 139) the Supreme Court dif- 
ferentiated between the war powers of the Congress and of the 
President in these words: 

Congress has the power not only to raise and support and govern armies, 
but to declare war. It has, therefore, the power to provide by law for carry- 
ing on war. This power necessarily extends to all legislation essential to the 
prosecution of war with vigor and success. except such as interfere with the 
command of the forces and the conduct of campaigns. That power and duty 
belong to the President as Commander in Chief. Both these powers are 
derived from the Constitution, but neither is defined by that instrument. Their 
extent must be determined by their nature and by the principles of our insti- 
tutions. The power to make the necessary laws is in Congress; the power 
to execute in the President. Both powers imply many subordinate and auxil- 
iary powers. Each includes all authorities essential to its due exercise. But 
neither can the President in war more than in peace, intrude upon the proper 
authority of Congress, nor Congress upon the proper authority of the President. 
Both are servants of the people. whose will is expressed in the fundamental law. 

Fairlee, in the National Administration of the United States, 
page 33, gives a simpler and briefer delineation, thus: 

Congress regulates whatever is of general and permanent importance, while 
the President determines all matters temporary and not general in their 
nature. 


Senator Knox. an able constitutional lawyer. stated in part, as 
quoted in the Congressional Record. page 2359, May 14, 1917: 

e * * The war powers of the Constitution, in my opinion, are dormant 
until a status of war is declared by Congress; and then they may be exercised 
without limitation or qualification to the extent that the safety of the Nation 
demands. Of this Congress is the judge, except as the Commander in Chief 
of the Army and the Navy, in the actual conduct of the war, and in a case of 
great emergency or dire necessity may be compelled to act. By this construc- 
tion of the Constitution, Mr. President, the Constitution itself is preserved in 
its entirety. Indeed, the exercise of the war power is the only way in which 
the Constitution can be preserved. * * * My position is that the Congress 
of the United States. after war has been declared, may pass any law which it 
believes is necessary for the preservation of the Nation. 

Next will be noted the recognized war powers of the President, 

The war o of the President are not so simple of definition as 
are those of Congress. because they are of two types, or are resident 
in two quite separate legal entities. They are, first, those which the 
President has as the Executive head of the United States. Thev are, 
second, those which the President has by virtue of his office as Com- 
mander in Chief of the Army and Navy. If one were to think that 
these two duties were assigned to two different persons, a differentia- 
tion between the duties as well as their overlapping would readily 
be apparent. The Supreme Court in the Prize cases previously noted 
said: 

The Constitution confers on the President the whole executive power. * * è 

He is Commander in Chief of the Army and Navy of the United States * * *, 
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In Woodburn's Am. Rept. (181, 14 Fed. Cas., 8006, p. 976) we find 
this statement: 

Congress can pass no law which can deprive the President of power conferred 
in creating him Commander in Chief. 

Mr. Gard, as quoted in the Congressional Record, June 20, 1917, 
page 4253, said: 

The President has the constitutional power to employ the means recognized 
by the laws of war as necessary to conquer the enemy. 


In McCormick v. Humphrey (27 Ind. 144, 154) the court said: 


e » * and every Executive wet of the President intended and calculated to 
Carry the war to a successful issue. are acts done under the Constitu- 
tion * * ~, 

While the authorities do not indicate any clear distinction between 
the legislative function of Congress under the war power and an 
act of the President as Commander in Chief, Mr. Channing, in a 
legal opinion submitted to Judge Parker on September 29, 1917, 
suggests the following test : 

Where the act is of a character not usually regarded as military, but neces- 
sary for the common defense, it should be authorized by Congress, where the 
public interest will not suffer from the consequent delay. Where, however, 
the President has reasonable ground to believe that the national defense will 


suffer through such delay, then there exists an appropriate instance for the 
exercise by the President of his war power. 


EMINENT DOMAIN 


The question of procurement by the Government of things need- 
ful in war necessarily involves a consideration of the power of 
eminent domain. 

Nichols, in his treatise on eminent domain (vol. 1, p. 1), says: 

Eminent domain is the power inherent in the sovereign State of taking or 
authorizing the taking of any property within its jurisdiction for the public 
good. 

Cooley, in Constitutional Limitations (7 Ed., p. 759), states the 
generally accepted principle that 


The right to appropriate private property to public use lies dormant in the 
State until legislative action is hud. 


The courts, in an unvaried tenor, uphold the same principle. 

In Monongahela Navigation Company v. United States (148 U. S. 
312), in which the question was involved as to the right of Congress 
to determine compensation for property taken, the Supreme Court 
held, in substance, that the taking of private property for public use 
and the use made of such property are political powers normally 
exercised by the Legislature, in great urgency by the Executive, but 
that the question of compensation is one always for judicial deter- 
mination solely. | 

The taking of private property by the Executive without statutory 
authority will be considered later in a discussion of the law of 
necessity. 

The exercise of the power of eminent domain was recognized in 
the American colonies but was hedged about with many restrictions 
designed to preserve the rights of citizens. The power the colonists 
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recognized probably grew out of the royal power of purveyance in 
the English law. As early as Grotius, this power is recognized as 
an element of sovereignty, but Grotius always insisted on the accom- 
panying requirement that where possible “compensation be made. 
to him who has lost what was his, at the common expense.” 

As a matter of fact, the limitation in our Constitution providing 
for due legal process and just compensation is in almost the exact 
wording of a like limitation upon the exercise of eminent domain in 
the Twelve Tables of Rome posted on the public walls of the city 
300 years before Christ. 

Normally the President’s exercise of eminent domain is through 
and by virtue of some statutory grant, such as section 120 of the 
national defense act, which empowers him to place compulsory 
orders in time of war for certain war supplies and in emergency to 
requisition manufacturing plants. There are other like statutes 
which have been passed by Congress. Of course, the taking of 
private property for public use is a normal peace-time activity of the 
Government, but is always based then in some statutory grant. 

Eminent domain differs from taxation in that the latter places a 
uniform proportioned burden on all citizens for the maintenance 
of the Government, while in the former the liability arises not 
through any individual obligation but because of the public need. 
It differs also from the levying of money upon individuals through 
regulation, such as the tariff law, when used for the purpose of pro- 
tecting manufacturers, and fines, penalties, and forfeitures levied for 
crimes. An example of the forfeiture or confiscation of private 
property by legislative act is noted in the espionage act (40 Stat. 
920), and the Shipping Board act (39 Stat. 728), through which 
Congress in the World War authorized the forfeiture of vessels, and 
of arms and other articles, used or intended for export purposes 


contrary to law. 


LAW OF NECESSITY 


Closely allied to the power of eminent domain, but distinguished 
from it in certain important particulars, is the law of necessity. 
This power arises outside of the Constitution and, as has been said, 
would exist in spite of a constitutional inhibition because it is the 


right of preservation. 
Nichols in his treatise on Eminent Domain, page 264, says: 


The right of taking, destroying, or injuring property in time of war in some 
cases rests upon this power ot destruction from necessity and in others upon 
the power of eminent domain. The mere fact that a government is engaged 
in war does not justify it in impressing the property of its citizens without 
compensation. But the national defense is a public purpose, aud if ships and 
munitions are necded, they may be taken by eminent domain and paid for. 
Beyond this, however, at the actual seat of the struggle necessity compels the 
contesting armies to enter upon. dig up private land. and to seize supplies for 
their own use or to destroy them so that they will not fall into the hands of 
the enemy. All this may be done not only in the enemy’s country but wherever 
military operations are being carried on and whenever the emergency arises. 
For this the owner bas no remedy except against the officer directing the 
operations in case his view of the necessity was not reasonable under the 


circumstances, 
In Parham v. The Justices (9 Ga. 341) the court discussed this law 
at considerable length, noting such instances as “the pulling down 
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of houses and raising bulwarks for the defense of the State against 
an enemy ; seizing corn and other provisions for the sustenance of an 
army in time of war, or taking cotton bags, as General Jackson did 
at New Orleans, to build ramparts against the invading foe.” The 
court said, “ These cases illustrate the maxim salus populi suprema 
rex—the good of the public is the supreme law * * *.” The 
court was very definite in indicating, however, that this power could 
be relied upon only in “ Cases of urgent public necessity, which no 
law has anticipated and which can not await the action of the 
legislature.” 

Or, as expressed by the court in American Print Works v. Law- 
rence (3 Zab. (N. J.) 598), “* * * The necessity must be imme- 
diate, imperative, and in some cases extreme and overwhelming, 
mere expediency or utility will not suffice.” 

Mr. Lawrence in War Claims Against the United States (13 Amer. 
Law Reg. 406), stresses the point that in general an exercise of the 
law of necessity does not ordinarily create a claim for compensation 
of damages. 

But, in Hefleblower v. United States (21 Ct. Cl. 237) the court 
said: 

+ + * If the conditions admitted of the property being acquired by con- 
tract and of being used for the benetit of the Government, the obligation 
attaches and it must be regarded as acquired under an implied contract; but 
if the taking, using, or occupying was in the nature of destruction for the 
general welfare or incident to the inevitable ravages of war, such as the 
marching of troops, the contlict of armies, the destruction of supplies, and 
whether brought about by casualty or authority, and whether on hostile or 
national territory, the loss in the absence of positive legislation must be 
borne by him on whom it falls and no obligation to pay can be imputed to 
the Government * * *, 

The Supreme Court has recognized the law of necessity in such 
cases as Mitchell v. Harmony (13 How. 115), a case arising during 
the Mexican War in Mexico and involving the seizing of a private, 
duly authorized wagon train by a military commander of the 
American forces; and in U. $. v. Russell (13 Wall. 623), a case aris- 
ing out of the seizure by a military officer in the Civil War of 
plaintiff’s vessel. In the former case the Supreme Court held the 
officer making the seizure liable in damages, because the urgency of 
the situation did not warrant the seizure. In the latter case the 
court held the United States liable under the implied promise to 
pay because the seizure was in the nature of an ordinary taking 
under the power of eminent domain. 

It will be readilv recognized that much of the taking of private 
property bv the Executive branch of Government in time of war 
must justify itself in this law of necessitv. The exercise of this 
power by the President or his agents in time of war, in great urgency, 
constitutes a considerable portion of that power which is often so 
vaguely referred to as the war power of the President. 

The outstanding instauce of a presidential act which was premised 
upon the law of necessity was the freeing of slaves in the Civil War. 


PRICE CONTROL 


The Supreme Court has never passed specifically upon the consti- 
tutional power of Congress, either directly or indirectly by authoriza- 
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tion to the President, to fix conclusively the maximum price at which 
one individual may sell to another. 

In the Matthew Addy case (264 U. S. 239) opportunity for such a 
determination was given yet the court did not avail itself of this op- 
portunity. That court and inferior courts have, however, passed upon 
other cases involving various collateral issues in price-fixing activi- 
ties in the World War and by inference at least have recognized the 
authority of Congress to control prices. The previous discussion of 
war powers would seem so to indicate. 

However, in the National City Bank case (275 Fed. 855) the 
District of Columbia Supreme Court, and in the Cohen Grocery Co. 
case (255 U. S. 81), the United States Supreme Court has decided 
that war does not suspend the constitutional requirement that the 
Government must pay just compensation for what it takes from an 
individual. Like decision is found in other cases. 

The Supreme Court has also decided in the Monongahela N»: viga- 
tion Co. case, noted above, that the taking of private propei: for 
public use and the use made of such property are political powers 
normally exercised by the Legislature—in great extremity by the 
Executive—but that the question of compensation is one for judicial 
determination solely, anid that in the absence of an agreement be- 
tween the owner and the Government the determination of just 
compensation is a judicial question. 

In the McFarland case (15 (2d) Fed. Rep. 823) the Circuit Court 
of Appeals for the Fourth Circuit—a case which has not been 
appealed by the Government—held that the President as Com- 
mander in Chief of the Army and Navy has constitutional power in 
urgent case in war time to appropriate private property for public 
use, the Government being bound to make just compensation there- 
for. In this case the legal authority of the War Industries Board 
to regulate and control prices in the wool industry was called in 
question. Wool was apparently not one of the commodities the 
price of which the President was authorized to fix. The court held 
that since the President himself had no power to fix the price of 
wool, the War Industries Board, acting as his agent, had no such 

ower and in its legal status as a creature of the Council of National 

efense its powers were purely recommendatory and advisory. The 
court indicated that statutes authorizing executive agents to fix 
prices did not authorize them to make final determination as to what 
anyone must take for property wanted by the Government. 

The Supreme Court held in the Morrisdale Coal Co. case (259 U. S. 
188) that if a claimant had orders for coal at a higher price than 
that set by the Fuel Administration and if he diverted such coal 
from such contracts and sold it by order of the Fuel Administra- 
tion at a lower price that such sale was not a taking within the mean- 
ing of the fifth amendment to the Constitution. He, therefore, 
would not be entitled to collect from the United States the differ- 
ence between the two prices representing his loss. The court said 
that his remedy would have been to refuse to sell the coal as di- 
rected, thereby testing the legality of the order of the Fuel Ad- 
ministrator. The court added, * Whether the rule was valid or void 
no such consequence follows”: that is, that the Government was 
required to compensate for the loss sustained. 
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Significant cases, with reference to price control, which have 
grown out of the World War, are those relating to the penalties 
assessed under section 4 of the Lever Act, which forbade the sale of 
certain necessaries at an “unjust” or “ unreasonable” or “ exces- 
sive ” price. The Supreme Court, following its reasoning in Nash 
v. United States (229 U. S. 373) and International Harvester Co, 
v. Kentucky (234 U. S. 216), held that that part of section 
4 which set this penalty was unconstitutional because of uncertainty. 
The court indicates that section 4 in so far as this matter is con- 
cerned does not set up an ascertainable offense which a citizen can 
determine other than by guess. Congress, here, left to a jury the 
question as to whether an offense had been committed, the question 
as to the degree of guilt, as well as the routine questions of fact 
which are the normal functions of a jury. 

Finally, m,cases which have already been cited, these additional 
facts seem to be determined: 

Price fixing, if it operates upon property already owned, which 
the gjwner is compelled by governmental authority to sell at a loss, 
is the taking of private property for public use. 

Congress may exercise its constitutional powers with reference 
to the taking or control of private property, or the fixing or control 
of prices directly, or through executive agencies. 

The War Industries Board, either as a creature of the Council 
of National Defense or as an arm of the President, had no power to 
fix prices. 

An agreement forced by governmental agencies upon individuals 
is not a voluntary agreement. 

A continuing transaction can not be affected by price fixing pro- 
mulgated after the initial steps of the transaction have been taken. 

Any penalty clause will be construed against the Government 
if it is vague or indefinite. 

In the McFarland case, previously cited, the Government con- 
tended that Congress had ratified the action of the War Industries 
Board with reference to the control of wool, but the court held that 
Congress can not constitutionally ratify the imposition of a penalty 
after the act to be penalized has been committed. 


LEGAL RESTRICTIONS ON PROCUREMENT 


From time to time Congress has thought wise to place various 
restrictions upon the agency powers of Government officers and upon 
the manner and form of the exercise of those powers. These re- 
strictions, in most instances, are operative in war as well as in peace. 
With reference to some, Congress has given the President authority 
for suspension in time of emergency. There are laws of a minor 
nature, such as those requiring that certain Quartermaster Corps 
supplies be purchased upon the Pacific coast or that advertising for 
certain quartermaster supplies be done in certain designated cities. 
Restrictions of this character were designed to meet specific evils 
existent at some particular time. The main restrictions are those 
designed to assure the Government honest and disinterested service 
of its officers and these should not be in any degree made less strin- 
gent in war; those designed to secure public competition; those 
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uiring certain formalities in the making of specified contracts; 
and those relating to hours of labor, classification of employees, 
limitation of employees to specified services and specified localities. 
The statutes requiring public competition may be modified or sus- 
pended by authority of Congress in time of emergency. The present 
industrial mobilization plans contemplate the allocation of Gov- 
ernment contracts so as to distribute fairly the war-time burden and 
facilities and expedite mass procurement. It is felt that the work 
being done in peace time will, in spirit, meet the requirement of 
competition and, as a matter of fact, will give a broader opportunity 
to place contracts judiciously and economically than can possibly 
be secured in the confusion and turmoil of war time by advertising. 
Furthermore, if the War Department were required then to adver- 
tise and to place a contract with the lowest responsible bidder, it 
might often happen that that bidder was in one or many respects 
least fitted to perform satisfactorily. 

The suspension of minor restrictions by the President under au- 
thority of Congress, as provided in the legislative annex of the 
industrial mobilization plan, will avoid all impediments to prompt 
and adequate procurement and at the same time will leave in effect 
those restrictions which do in fact protect the interests of the 


Government, 
Frep E. Hacen, 
Captain, Quartermaster Corps (D. O. L.). 


THURSDAY, MAY 14, 1931 


SENATE OFFICE BUILDING, 
Washington, D. C. 
The commission met at 10 o’clock a. m., Thursday, May 14, 1931, 
Senate Office Building, Washington, D. C., Hon. Patrick J. Hurley 
(chairman) presiding. 
Secretary HurLeY. The next witness will be Capt. H. K. Cage, of 
the Navy, at present director of material division, operations. 


STATEMENT OF CAPT. H. K. CAGE 


Captain Cace. Mr. Chairman, I have come to make a statement 
with regard to the national industrial mobilization plan, which was 
submitted by General MacArthur as an appendix to his statement 
yesterday. Ihe Navy Department is vitally interested in a national 
industrial mobilization plan and approves in general the parts of 
the plan submitted as an appendix to General MacArthur’s statement 
which affects the Navy. e parts of this plan which affect the 
Navy are those indicated by charts 1 to 9 and certain appendices 
covering contributory features. The remainder of the plan is a 
summary of the procurement plan of the War Department, which 
is a matter under the jurisdiction of that department. So far as 
recommendations made by General MacArthur are concerned, other 
than those directly affecting the parts of the plan mentioned, the 
Navy Department has had no chance to carefully study this state- 
ment and, therefore, can make no comment. 

The Navy Department made certain comments on the plan as 
originally submitted to the commission, and changes were made in 
line with these comments by the War Department. The procure- 
ment planning by the Navy Departrment is being carried on in close 
cooperation with the War Department. 

enator Swanson. Has the Navy Department fixed up, sepa- 
rately, a plan that they would like to have enacted for the Navy? 

Captain Cage. No, sir. 

Senator Swanson. Does the Navy Department contemplate fixing 
a plan of its own? i 

Captain Cacr. The Navy Department has its own procurement 
plan, but they feel they can work under the national industrial 
mobilization plan as submitted by the Assistant Secretary of War 
and General MacArthur. The plan I spoke of is the superplan which, 
in time of war, the President puts into effect, and which is controlled 
practically entirely by civilians called in by the President. 

Senator Swanson. Then the Navy has no recommendations to 
make outside of the provisions contained in the plan as recom- 
mended by General MacArthur? l 

Captain Cacr. No. In general they have no recommendations to 
make. There may be one or two minor things we will discuss with 


the War Department. io 
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Senator Swanson. Has the General Board of the Navy met to 
consider what they would like to have? 

Captain Cace. Not on this. 

Senator Swanson. Has the plan of General MacArthur been sub- 
mitted to the General Board for its approval or disapproval? 

Captain Cace. No, sir. | 

Senator Swanson. And you speak for the Navy? 

Captain Cace. I was ordered here as a representative of the Navy 
Department, I have considered this question. 

Senator Swanson. You represent the Secretary of the Navy? 

Captain Cace. Yes. 

Senator Swanson, And nobody else? 

Captain Cace. I have gone over this plan and discussed this plan 
with the chief of the war plans division and with the chief of 
operations. 

Senator Swanson. It has not been submitted to the General 
Board? 

Captain Cace. No. 

Senator Swanson. Do you purpose to submit it to the General 
Board? 

Captain Cace. Not that I know of. 

Senator Swanson. Later after I read General MacArthur's plan, 
if I am desirous of cross-examining you with reference to these prop- 
ositions, you will be available ? 

Captain Cace. Yes. 

Senator Swanson. That is all. 

Mr. Haprey. Mr. Chairman, it was understood yesterday, I sup- 
pose, although no mention was made of it, that the appendix pre- 
sented by General MacArthur would be printed as a part of the 
statement of General MacArthur ? 

Secretary HurLeyY. Yes; he asked that it be printed. 

Mr. HabLeY. No direct statement was made that it would be. 

Secretary HurLeY. The executive secretary, Mr. Montgomery, in- 
forms me that it has already gone to the printer. 
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TO PROMOTE PEACE AND TO EQUALIZE THE BURDENS 
AND TO REMOVE THE PROFITS OF WAR 


War Po ricres COMMISSION, 
Thursday, May 14, 1931. 

The commission continued its session of May 14, 1931, in the 
minority conference room, Senate Office Building, Washington, 
D. C., Hon. Patrick J. Hurley (chairman) presiding. 

Secretary HurLeY. The next witness will be Brigadier General 
Benedict Crowell, who was Assistant Secretary of War from 1917 to 
1920. He was associated with the work of steel production with the 
General Munitions Board in 1917 and was director of munitions in 
1918. He is now president of the Army Ordnance Association. 


STATEMENT OF BRIG. GEN. BENEDICT CROWELL 


General CroweLL. Mr. Chairman and gentlemen, as I understand 
it, the duty of your commission is to consider plans “to mobilize 
effectively the resources of the Nation for war which shall eliminate 
war profiteering, prevent war-time inflation, and equalize war-time 
burdens.” 

It is certainly right that this study should be made before the 
events of the World War have receded too far into the past and 
while the chief actors are still able to present their views. 

The importance of the study can not be overestimated, since the 
economic effect of a war lasts more than a generation and the very 
life of the Nation is at hazard during war. 

The plan to be adopted should be one that will function in war- 
time, and whether or not it functions in peace is comparatively unim- 
portant. In war, time is the important factor. Time once lost can 
never be regained. Therefore, it would be wise to devise a plan in 
some detail, to pass such legislation as is needed to give it effect, and 
to chart the organization with the powers and duties of the principal 
officials, so that in case of war no time may be lost in its application. 

In war, military matters should be handled by the officers of our 
Army and Navy, but industrial and business matters should be 
handled by civilians. The military should state what they want and 
when they want it, and the duty of the civilians should be to supply 
those wants. 

The civilians should draft men into the military service, should 
furnish the supplies, and organize the country for war. The military 
would receive the drafted men, train them, receive munitions, and 
prosecute the war under the direction of the President. 

In our past wars the President has often shown a reluctance to 
act on the strength of his war powers and has often waited for acts 
of Congress. This situation caused delays and should be remedied. 
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Your legislation should carry a grant of ample power to the Presi- 
dent and should make no attempt to limit his war powers, either 
actual or implied. 

Lastly, no radical experiments should be tried. Your legislation 
should bo patterned after those things which were successful in the 
World War, and its failures should be avoided. 

I have read the previous hearings of your commission and am 
familiar with the plan proposed by Mr. B. M. Baruch. His plan 
consists in adopting promptly at the outbreak of war the organiza- 
tion which was in effect in the latter part of 1918 and was then func- 
tioning successfully. I do not see how this plan can be improved 
upon. I suggest that the President be given power to adopt this 
plan, either entire or in part, and that he be given the further powers 
which were included in the Overman Act of 1918. 

Senator Swanson. Your idea would be to authorize him to deter- 
mine the emergency or to wait until the declaration of war? 

General CroweLL. Pardon me, but I don’t think I quite under- 
stand the question. 

Senator Swanson. Your idea would be for Congress to authorize 
the President when the emergency arose to make effective the Over- 
man Act as it was passed, and such supplementary powers as were 
being exercised by him at the conclusion of the late warf 

General CrowELL. Yes. 

Senator Swanson. That, in substance, is what you recommend ? 

General CroweLL. Yes; the adoption of the Baruch plan, giving 
power to the President to use it in whole or in part. 

Senator Swanson. After the declaration of war or when he 
declares an emergency exists? 

General CroweLL. By all means when he declares an emergency 
exists. For instance, in 1861 there was no declaration of war and 
yet the emergency was present. If we are attacked, the President 
goes ahead to defend the country without any declaration of war by 
Congress. 

Senator Swanson. For instance, we passed a provision, so far as 
the Navy is concerned, that if the President declared an emergency, 
he could increase the personnel of the Navy, and then prepare for 
all ships to be sent to the navy yards, and provide ee to be 
equipped for work. Your idea is that a statute should be passed 
viving him that power? 

General CroweELL. Yes. 

Senator Swanson. What do you think about declaring and fixing 
prices prior to the war? 

General CroweLL. The freezing of prices is one of the most im- 
portant features of the Baruch plan, in my opinion. I am heartily 
in favor of that part of the plan. 

Senator Swanson. Fixing a certain date on which to freeze prices? 

General CrowenL. 1 would not fix a certain date, but I would 
leave it to the President to fix the date as of the freezing of prices. 

Senator Swanson. And leave him authority also to determi 
what articles should be included in the freezing of prices? 

General CROWELL. Yes, or what should be eliminated. 

Senator Swanson. If he named articles and fixed the prices of 
those articles, then those that were not named would not have had 


their price fixed. 
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General CroweELL. My notion is that to name all articles would 
be too long and too tedious a process. I think all prices should be 
fixed as of a certain date. 

Senator Swanson. Then if the prices were Orea qa fixed, you 
would give him authority to have a hearing after the fixing of the 
prices, and grant relief? 

General CroweLL. The price-fixing commission would function 
to remedy any unjust prices. 

Senator Swanson. Your idea would be to fix it before investi- 
gation? 

General CroweLL. To fix the prices as they happen to be on a 
certain date. Those would be the maximum prices. It would not 
limit anybody, in trading, to those prices, and any prices under 
those maximum prices would and could vary. 

Senator Swanson. In fixing those prices, would you fix them for 
the purchase by the Government alone, or fix them for individuals? 

General CroweLL. I would fix them for everybody. 

Senator Swanson. A uniform fixing of prices as of a certain date 
is or idea ? 

eneral CROWELL. Yes. 

Senator Swanson. That is all. 

Mr. Haptey. In speaking of the prices of commodities to which 
the prices would relate, do you embrace all commodities, or just 
those constituting war materials and necessities? 

General CroweLL. All commodities. 

Mr. HapLeY. Everything in daily use and consumption ? 

General CroweLL. Yes. That is, fix a maximum price. 

Mr. HapreY. Subject to modification by the President or by such 
agencies as represent the Government ? 

General Crowe... Yes. 

Mr. Hapy. You would not favor the fixing or limiting of a 
schedule of prices of those commodities and materials of obviously 
essential use in time of war, and then delegate to the President, or, 
through him to his agency, power to determine when and as of what 
date other commodities should be frozen as to price? 

ee CroweELL. I think valuable time would be lost in doing 
that. 

Mr. Haptey. Some suggestion has been made along that line, I 
think, and that is why I ask the question. 

General CroweLL. I would favor the fixing of maximum prices on 
a date to be determined by the President through his price-fixing 
commission. 

Mr. Hapitey. And making it all-embracing as to commodities? 

General CROWELL. Yes. 

Senator Swanson. Would that be as to retail prices, or would it be 
limited as to wholesale prices? 

General Crowe... All prices. 

Senator Swanson. Wholesale and retail? | 

General CrowELL. Yes; but as maximum prices. It is fixing 
maximum prices. 

Secretary HurLeY. In fixing prices as of a certain date, conditions 
which might prevail at the time would control the fixing of that 
date, would they not? 

General CrowELL. Yes. 
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Secretary HurLeY. For instance, we went into the war in April, 
1917. For how long a period before that had our prices been 
increasing ? 

General CroweLL. As I recall it, all prices began to increase in 
the beginning of 1915, and had been increasing during 1915 and 1916. 

Secretary HurLeY. Then, to make the plan effective, prices would 
have to be fixed at the entry into the late war approximately two 
years before our entry. Is that correct? 

General CroweLL. No. By the time we entered the war prices had 
risen so high, and wages had followed them, that it would be 
obviously unjust to fix prices on a 1914 basis. It would involve large 
reductions of wages, and would have been a very difficult thing to 
handle. In my opinion, 1f this plan were adopted when we entered 
the war in 1917, a date would have been fixed, possibly a month, pos- 
sibly several months, preceding the time we entered the war. 

Secretary HurLey. If that were true, it would not have eliminated 
the excess profits, would it? 

General CroweLL. No. Price-fixing will not eliminate excess 
profits, anyway. 

Secretary Horey. Then how would you manage to eliminate 
profiteering if the price-fixing would not do it? 

General CroweLL. The low-cost producers in any commodity must 
naturally make much larger profits than the high-cost producers. It 
is necessary to fix prices during a war at a figure under which the 
high-cost producers can go ahead and manufacture. The excess 
profits should, of course, be recovered through an excess-profits tax, 
as we did in the late war. 

Secretary HurreY. In the enactment of a law that would give the 
President the authority that vou suggest, can you see any difficulty 
in enacting a law providing for a specific plan which might, instead 
of giving the President more authority, limit his authority by reason 
of changing economic conditions in the Nation? 

General Crowernr. I answer that in this way. I favor giving this 

ower to the President merely because the Presidents have hesitated 
in the past to take this power. I beheve they have it anyway, and 
I believe that if Congress limited it, the act would be unconstitutional. 
That is my judgment. I would specifically, and did so mention in 
my previous statement, provide that the powers of the President 
should not be in any way Maia under this act. 

Secretary HurLeY. You would not limit any of the present consti- 
tutional or implied powers of the President ? 

General CroweLL. No. 

Secretary HurLeY. Do you believe his present constitutional and 
implied powers in time of emergency as commander in chief are suffi- 
cient to put the Baruch plan, for instance, into Operation without 
additional law? 

General CrowernL. I am not a constitutional lawyer, but I firmly 
believe that. 

Secretary Herrey. It could go into effect if the President would 
exercise his implied powers? 

General CroweLL. I believe so. 

Secretary HurLeY. As Commander in Chief of the Army and 
Navy in an emergency? 

General CrRowELL. Yes, sir. 
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Senator Swanson. Have you given careful consideration to this 
price-fixing matter from your experience in the World War, when 
you did very effective service? 

General CroweLL. I have given it very careful thought. 

Senator Swanson. Did you have any trouble after we got moving 
in war about fixing prices after the Overman Act was passed? Was 
there any trouble in either the War Department or the Navy Depart- 
ment in effectively waging the war when we got moving properly? 

General CrowELL. Of course personally I had no part in the fixing 
of prices, but I was quite familiar with what was going on from the 
beginning of the war to the end. I would say that our entire organi- 
zation kept getting better. It was functioning very well during the 
latter part of 1918, and I recall no difficulties due to the fixing of 

rices, 
= Senator Swanson. Have you given consideration to the effect of 
fixing retail prices in every little hamlet in the United States? 

General CroweLL. It would be almost impossible to fix the prices, 
Senator, but this proposal is to fix the maximum prices—rather, not 
to fix them, but to adopt maximum prices in effect at a certain date. 

Senator Swanson. How would thev prevent people who had su- 
periority in manufacturing, who could manufacture more cheaply 
and more efficiently and promptly than others, from really destroy- 
ing the industries of those who were not so fortunately situated ? 

General CrowELL. The usual laws that had been working before, 
the same economic laws, would be working afterward. 

Senator Swanson. Take a concern that makes steel and that can 
make it at one-third less than other concerns. You are anxious to 
get the greatest production possible and as quickly as possible. Tf 
you simply fixed maximum prices and allowed the person who could 
manufacture more cheaply than the other to put a minimum price 
upon his goods, how would you prevent that concern from really 
driving out of business at that time the people who were not so 
fortunately situated in connection with steel and other products? 

General CroweLL. In war, of course, in articles like steel, we re- 
quire all that can be produced. Therefore, we would keep all the 
plants going, as we did in the World War. 

Senator Swanson. How could you afford to keep going, when a 
large concern would furnish you steel at one-third less than the 
other concerns? 

General CrowELL. That is the case in time of peace just as in 
time of war. 

Senator Swanson. But in time of peace the Government is not 
the greatest purchaser of steel. 

General CroweLL. There are so many factors involved that I find 
difficulty in answering. The question of distribution is a large one. 
The cost of assembling materials is one thing, but two steel com- 
panies can both exist in different parts of the country where the 
cost of steel in one plant is a third higher than in the other plant, 
merely on account of the cost of the distributing of the steel. 

Senator Swanson. The idea that we worked under during the 
war was to get production by making everybody think they were 
making vast sums of money. 

General Crowe... Yes. 
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Senator Swanson. And consequently they worked night and 
day. 

General CROWELL. Yes. 

Senator Swanson. The people will work for patriotism, but com- 
bine that with the idea of great profits and they will produce 
rapidly and enormously. 

General CROWELL. Yes. 

Senator Swanson. Then we took excess profits away by an excess- 
profits tax, and they were surprised that they did not make as much 
money after Congress operated on them with an excess-profits tax. 
Still, we got production, and reduced to a very large extent the 
profits of those who did produce. If you fix a certain price and 

ople realized they were not making any money they would not 
be quite as anxious to produce, would they? 

General CroweLL. If they were not making a fair peace-time profit, 
I feel sure that you are right. I think there would be some disin- 
clination, but I can not see that that would happen. 

Senator Swanson. Have you ever studied the profit made in large 
industries used during the war and then subtracted from them the 
excess profits tax taken from them, 6 or 12 months after they pro- 
duced so much, to see to what extent they had excessive profits at 
that date? 

General CroweLL. I have seen figures similar to those. 

Senator Swanson. Your idea is to use both price-fixing and an 
excess-profits tax ? 

General CrowEeLL. Yes. I think it would be necessary to use both. 

Senator Swanson. Could you fix up a statement of such industries 
as you think are of importance in fixing the price, but not the price 
of every commodity, from your experience ? 

General CrowELL. Yes. 

Senator Swanson. And then just address it to the commission, 
without coming here—a statement of what you think is necessary to 
be done in fixing prices and the commodities that ought to be named— 
not for a universal fixing of prices. 

General CroweLL. Yes. 

Senator Swanson. Could you do that without an imposition upon 
you? 

reneral CroweLL. I would be very glad to attempt it. 

Senator Swanson. We will include it in the hearings. if you do 
that. I know your experience and efficiency during the war. I 
would like to have it for my own information, though I know it 
takes some little work on your part to do that. 

General CroweLL. I should be very glad to undertake it. 

Mr. Haprey. I understood, in answer to a question I asked you, 
that you favored fixing maximum prices of all commodities. 

General CroweLL. Yes. 

Mr. Hanter. If you did make such a schedule, it would be sug- 
gestive only of those more important? 

General CROWELL. Yes, 

Mr. HanLeY. Have you considered the question of limiting profits 
by designating a fixed percentage as a maximum limit, as distin- 
guished from freezing prices? Suppose you applied a 6 or 5 or 10 
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per cent profit rate limitation in the case of commodities rather than 
xing maximum prices. Have you considered that? 

General CRowELL. Yes. 

Mr. HapLeY. What do you think of that system ? 

General CroweLL. I prefer the maximum price-fixing system. 

Mr. Hapiey. Why? Just analyze those two things in contradis- 
tinction to each other. That suggestion has been made to the com- 
mission. 

General Crowe... The production of commodities on a cost-plus 
basis is justified in certain commodities, which are not commonly 
produced, and where the cost and price are not well known. There 
1s no need of resorting to it, however, in the case of all commodities. 
If the prices were fixed, and frozen as of a given date before the 
war, that date would be selected because of the fact that economic 
conditions were working smoothly at that time. It would be per- 
fectly fair to everybody, and you would not have the great difficulty 
and expense of following the costs that you would have under the 
cost-plus system. 

Mr. Haptey. I was not referring to the cost-plus system used 
during the war, but rather to a proposal made to fix a definite, fixed 
percentage as the limit of profit, especially in the case of war mate- 
rials and war commodities. 

General CroweLL. Would that eliminate the excess profits tax? 

Mr. HapLey. No. 

General CroweLL. I think the excess profits tax would accomplish 
the same thing, would it not? 

Mr. Haptey. If so, what is the use of a price-fixing arrangement? 
Take the excess profit without regard to the maximum rate. 

General CroweLL. The use of price-fixing is to prevent the kiting 
of prices. Prices rose steadily during the World War. They more 
than doubled. They rose steadily during our participation in the 
World War, and even afterwards. That rising of prices meant of 
course that it was necessary that wages, salaries, and everything 
should rise with them, and those factors would increase tremendously 
the cost of war. Suppose we prevent all that by fixing maximum 
prices. Then there is no need for wages or salaries to rise as long 
as the cost of living is maintained on the same scale, and the margin 
to the laborer and the salaried man remain the same. Therefore, 
the cost of war will be very much reduced by this system as com- 
pared with any other that I know of. 

Mr. Hapitey. What is the real necessity for applying a maximum 
price schedule to commodities that are not essential to war 
operation ? 

General CroweLL. To prevent the cost of living from rising, which 
immediately necessitates a raising of wages. If all wages are raised, 
then the previously established prices must all be raised, and we 
start on a process which inflates everything. 

Mr. Haptey. The inflation is the result of a demand for com- 
modities essential in time of war. As a rule those are the subject 
of inflation, and there is where the great profits are made. The war 

rofits are made out of raw materials and things consumed in war. 
hat is obvious, but when you get outside that circle of commodities 
into the realm of commodities that are not used in war at all, why 
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is it essential to take those into consideration in fixing maximum 
prices? Why would not the law of supply and demand apply there 
in time of war as well as in time of peace, because they have nothin 
to do with the operation of war at all, and probably 90 per cent o 
the commodities of the country—and I use that figure in a rough 
way, merely for illustration—would not be embraced within the 
commodities essential to the operation and maintenance of war. 

General CroweLtL. I think if we could be sure of that, we might 
omit the freezing of all prices. 

Mr. Haney. I am asking whether that assumption is unsound. 
It seems to me there is a circle within which a great many commodi- 
ties fall that are essential to the maintenance of war, and that that 
is where the war profits are made. Outside of that, there are a 
great many commodities which are not necessary to war at all, that 
are sold in the daily hfe of the people, and they are trading among 
each other and competing with one another, and those things are 
not apparently affected by the war. Is that unsound ? 

General CroweLL. I think so. I can not think of anything that is 
not affected by war. Take food, for instance. | 

Mr. Haney. But food is a war necessity. 

General CroweLL. Yes; and clothing. 

Mr. Habrey. That is all. I just wanted to get your viewpoint, 
because your statements are interesting but conflict with some state- 
ments made to the commission. I am drawing attention to it merely 
to develop study and not to reflect any opinion of my own. 

General CroweLL. I have given it a great deal of thought and I 
can see only the one answer. If there is a better plan I think it has 
not been proposed. I am sure that some plan is necessary. 

Mr. Haptey. That is all. 

Secretary HurLeyY. That is all, and thank you very much, General 
Crowell. 

(Thereupon, the commission adjourned until to-morrow, Friday, 
May 15, 1931, at 2 o’clock p. m.) l 
JUNE 4, 1931. 
War POLICIES COMMISSION, 

State, War, and Navy Building, Washington, D. C. 

GENTLEMEN! When I appeared before your Commission Senator Swanson 
asked me to “fix up a statement of such industries as I thought of importance 
in fixing the price. but not the price of every commodity—a statement of what 
I thought is necessary to be done in fixing prices and the commodities that 
cught to be named.” 

I have given considerable theught to this matter, and I believe that the 
prices of all commodities should be fixed, according to the Baruch plan. 

If you fixed the prices of a limited number of commodities, the ones not 
fixed would undoubtedly advance in price, thus necessitating the fixing anew 
of those already fixed. It would therefore be useless to fix the prices of a 
number of commoditics only and let the prices of others run away. 

The above is the best answer that I can make to Senator Swanson’s question. 


Very truly yours, 
BENEDICT CROWELL. 
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SENATE OFFICE BUILDING, 
Washington, D. C. 

The commission met at 2 o’clock p. m., May 15, Senate Office Build- 
ing, Washington, D. C., Hon. Patrick J. Hurley (chairman) pre- 
siding. 

Secretary HurLeyY. The first witness to-day will be Hon. Richard 
Bartholdt, editor in chief of the St. Louis Tribune, 1885 to 1892; 
Member of the Fifty-third to Sixty-third Congresses from the tenth 
district of Missouri; president of the Interparliamentary Union for 
the Promotion of International Arbitration. 


STATEMENT OF HON. RICHARD BARTHOLDT, FORMER MEMBER OF 
CONGRESS FROM THE TENTH DISTRICT OF MISSOURI 


Mr. BartHoLoT. Mr. Chairman and gentlemen of the commission, 
I believe I can save your time and mine if you will permit me to use 
my notes. Then I should hke to crave the privilege of completing 
mv remarks before questions are asked. 

There is a discrepancy, which no doubt you have noticed, in the 
congressional resolution which has created this commission. The 
title reads, “ Joint resolution to promote peace,” and so forth, but 
there is nothing in the text either about peace or its promotion, unless 
the phrase “to remove the profits of war ” be construed to tend in that 
direction. I also notice that the peace department of the Govern- 
ment, the Department of State, is not represented on the commission. 
This, together with the fact that the investigation is conducted under 
the auspices of the War Department, seems to indicate that you are 
concerned in preparations for the eventuality of war rather than in 
those for peace. If this be the correct interpretation, then I am 
afraid I am not a competent witness, for the reason that I have always 
been, am now, and expect forever to be enlisted on the other side, 
namelv, in the war to end war. 

Senator Swanson. A very good effort. 

Mr. BartThHoLbT. The apparent discrepancy may be explained, of 
course, on the authority of the old saying: “ If you want peace, pre- 
pare for war,” but in this presence, I hope it is unnecessary to point 
out that that is an exploded theory. It was shot to pieces in the 
World War, and no thinking man will ever believe in it again. If 
popan ne were a panacea against war, there neyer would have 

en a war, not at least in the last 100 years or since all the great 
nations have been armed to their teeth. Every war waged in that 
time was a refutation of the old European maxim; and more, every 
war adduced incontestable proof that the very reverse is true, namely, 
that preparations for war inevitably lead to war. The latest witness 
to testify to this truth is Sir Edward, now Viscount Grey, who in 
his book puts it this way: “ The moral is obvious; it is that great 
armaments lead inevitably to war.” 

Now, if you wish to hear an uncompromising advocate of peace— 
and thanks to the courtesy of the Secretary of War I have come all 
the way from St. Louis for that purpose—I shall esteem it a privilege 
to submit a few remarks on the question of how best to prepare tor 
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peace, and this, I believe, is what, after all, Congress and the Ameri- 
can people are mostly interested in. a o 

I want to say, parenthetically, that what I say is right in line and 
in support of what the President said in his recent speech, although 
my remarks were prepared before his. 

hen William ‘i tead, the great English peace man, visited our 
country shortly before his death, he told us of a European diplomat 
who had said, the way to secure the peace of the world was to hang 
about 12 newspaper editors, and for him to choose the editors. He 
mentioned no names, but we can guess some of them. Another Eu- 
ropean statesman is quoted as having said: “We diplomats have to 
spend our time in running around with pails of water to put out the 
fires which the newspapers kindle.” If that be so, what is the 
remedy? Shall we muzzle the newspapers? Never. The freedom 
of the press is the palladium of national safety and progress and 
must be upheld at all hazards. No; a most effective remedy even 
against yellow and unscrupulous and violent va a a has already 
been found. It consists in the simple agreement of the nations never 
to resort to war. In the face of such a covenant, religiously lived 
up to, incendiary editorials will be as a voice in the desert and as 
futile as if they preached war, say, between New York and New 
Jersey in the face of the Supreme Court of the United States. 

The paramount question which now puzzles the minds of the 
world and upon which really depends the permanency of interna- 
tional peace is: Will the several governments keep their plighted 
faith? Including the United States, all the great powers are signa- 
tory of the Briand-Kellogg pact, by which they have solemnly re- 
nounced war “as an instrument of national policy.” Why, then, 
should so many of them persist in war preparation? Why should 
even the resolution to which this important commission owes its 
life, speak of “ private property to be taken for public use during 
war,” when in fact the American Government has signed a solemn 
pledge never again to wage war? Do we not thus proclaim to the 
world that we have no faith in what we asked it to sign and do not 
trust our own promise? And if this be so, are we not sowing the 
distrust which has ever tended to undermine peace? True, we have 
reserved the right to repel invasion and defend ourselves against 
foreign attacks, but in this haven’t we put up a straw man? “At 
what point.” asked Abraham Lincoln in his great Springfield ad- 
dress, “shall we expect the approach of danger? By what means 
shall we fortify against it? Shall we expect some trans-Atlantic 
military giant to step across the ocean and crush us at a blow? 
Never. All the armies of Europe, Asia and Africa combined, with 
all the treasure of the earth in their military chest, with a Bonaparte 
as a commander, could not by force take a drink from the Ohio, or 
make a track on the Blue Ridge, in a trial of a thousand years.” In 
spite of all modern inventions, plus those which the ingenuity of 
man may devise in the future, I hold these words to be as prophetic 
to-day as when they were uttered. 

Why, then, I ask again, this national frenzy for war preparedness? 
There is, of course, a reason for everything. It may not be so easy 
for the great powers suddenly to divest themselves of a custom of 
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uges, a custom which causes them to think in terms of war rather 
than of peace. Moreover, governments have bad habits the same 
as individuals, and, being guided by expediency and considerations 
of power and glory rather than ethics, break their word as often. 
Indeed, it has been said, if they were judged by the same code of 
law or ethics which they enforce against individuals, many of them 
would be behind the bars for life. A few examples will illustrate 
my point. In a speech before Congress, President Wilson promised 
the starving Germans food galore if they would lay down their arms. 
They did so; but instead of sending them the promised food the 
Allies kept up the blockade for eight months longer. That blockade 
sniffed out the lives of several hundred thousand innocent noncom- 
batants, mostly women and children. Let us remember the famous 
14 points proposed by Mr. Wilson, approved by the Allies, and ac- 
cepted by the Germans as the formal conditions of surrender. What 
happened in this case? The same men who had pledged their word 
on behalf of their Governments treated the 14 points as mere scraps 
of paper and proceeded to dictate peace terms very much harsher 
and. entirely different from those promised, leaving the Germans but 
the alternative of seeing their nation die of starvation or signing on 
the dotted line. 

There are still other examples of broken pledges in which, for- 
tunately, the United States was not involved. Take the case of 
Silesia. The Poles hankered after a certain part of that old German 
Province. Their claim seemed preposterous even to the “ Big Four,” 
but it was finally agreed to let the inhabitants of the territory ex- 
press their preference by a vote. That vote turned out overwhelm- 
ingly in favor of Germany, but what happened? Contrary to 
promise and referendum, the League of Nations awarded the terri- 
tory to Poland. 

he most glaring breach of promise, however, and one which 
evidently grates upon the world's conscience was the promise of the 
allied Governments to disarm immediately after the Germans had 
been disarmed. Not only is this pledge unredeemed to this day, but 
the Versailles dictum has been further violated by the fact of an 
all-round increase of armaments on land and sea, and this, in spite 
of the general agreement since entered into, never to resort to war 
again except for self-defense. 
know, it is grating upon patriotic nerves to be reminded of 
examples of insincerity and broken promises, set by those we are 
wont to respect, but if you would provide for peace, you can not 
disregard the facts of history. Indeed, it is incumbent upon you to 
ferret out the facts regarding, among other things, the question of 
war guilt, simply because lasting peace can not be established on the 
uicksands of war propaganda, but can only be based on the solid 
oundation of historical truth. And there will be no permanent 
peace until the truth is authoritatively and definitely established. 
But this is an aside. 7 

I made mention of the bad examples of the ruling powers for a 
purpose; namely, to illustrate what I regard as the greatest menace 
to the peace of the world: The unreliability of Governments and 
their unwillingness to stay put. They promise to disarm, as we have 
seen, and increase armaments instead; they promise to keep the 
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peace for good, and yet keep on preparing for war. Now, if there 
is a remedy for this unfortunate condition, what is it? An humble 
attempt to answer this question, Mr. Chairman, is the main purpuse 
of my remarks. 

There is, I believe, both a moral and a practical remedy which, 1f 
resorted to, would do much to banish bloody war. Where interna- 
tional covenants and fetters to insure their inviolability have failed, 
moral suasion may promise success. 1 have in mind the power and 
influence of a good example. If one great nation would stand up and 
proclaim to the world that not only on paper but in reality it was done 
with war, and if it would follow up such a declaration with an honest 
and actual suspension of all war preparations, and, if need be, a 
voluntary and independent reduction of its land and sea forces, the 
effect. it is needless to say, would be electrifying and popular pressure 
undoubtedly would force all other governments to follow suit. And 
now I ask, Is there in the wide world a country better fitted to set 
such a noble example than the United States? Outside of the colossus 
on the other side of the earth, which in this connection is not to be 
considered, ours is, entirely irrespective of armaments, the most 
powerful nation, because of its wealth, its natural resources, its geo- 
graphical location, and last, but not least, its democratic institutions, 
best fitted to set an example to the world. True democracy means 
peace, not war—a fact which is causing the plain people of the earth 
to pin their hopes to free institutions and has prompted millions of 
them, disgusted with war-mad Europe, to cast har lot with us. 

We realize, of course, that in order to fit ourselves for such an 
exalted róle we would have to clean house, so to speak. It is true, 
alas, that to a degree we have been led to ape in the matter of mili- 
tarism European monarchies and pseudo republics. In the Fifty- 
third Congress, the first of the 11 Congresses of which I had the 
honor to be a Member, the appropriations for the Army were $56,- 
245,766. for the Navy $55,622.352, or $112.000.000 in all. Like an 
avalanche these expenditures for our war machine grew from year 
to vear until they have reached the fabulous total of $800,000,000, 
and this is exclusive of the billion we are spending for veterans and 
pensions. While, in other words, our population has grown 30 per 
cent from 1895 to the present, war expenditures have grown 700 per 
cent, not counting the outlay for veterans and pensions. Can there 
be a valid excuse for such a waste of the people's money? The fact 
that we are now spendine more than two-thirds of all our revenues 
for war every single vear gives us the doubtful distinction. of being 
relatively the biggest military country on earth, surely enough of a 
deterrent to make the world unsafe for democracy. Fortunately, we 
have learned from experience. We have learned that the policy of 
militarism has led us to foreign adventure and, like all the other 
great military powers, to economic misery. Therefore I plead for a 
change of policy, a change which will not only relieve the American 
taxpavers of an unnecessary burden, but also enable Uncle Sam to 
become the world’s peacemaker and benefactor. In retracing our 
steps and speedily returning to true democratic ideals, let us stop 
these everlasting preparations for war: take militarism out of our 
schools and colleges: make an honest attempt at reduction of arma- 
ments: never again come down from our high pinnacle of strict 
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neutrality to play favorites as between European nations; rely as 
lasting security upon international covenants which will guarantee 
mutual friendship with and a square deal to all nations alike. Then, 
with clean hands, let us appear in the world’s councils and, pointing 
to our example, enjoin its emulation upon all the powers of the earth. 

Interference in European affairs? Well, we have interfered in 
Europe by waging war; could not we also do the thing infinitely 
more creditable to a democracy and interfere by waging peace? 

America’s opportunity for such a Messianic coup is near at hand. 
In the spring of 1932 the world’s disarmament conference will meet 
at Geneva which in all probability will decide the fate of mankind 
for decades to come, for either continued bondage or ultimate deliver- 
ance. No question but what the program above outlined will prove 
so intensely, so universally popular that whatever political party 
in this or other countries should embrace it, would extend its lease of 
life thereby for an indefinite time. How fortunate, the war-ridden 
millions of the Old World will exclaim, that there is one country so 
securely situated and so big and magnanimous to utter the redeeming 
word, and how unspeakably happy and proud we should be that that 
country is ours. 

So much for what in the beginning I termed the moral remedy 
against the danger of war. And what is the practical one? It is a 
precaution mentioned in the joint resolution whose title speaks of 
“ minimizing the profits of war,” while the more radical text suggests 
their complete removal. Here we lay our hands on the running 
sore. Asa rule, nations do not crave war. Why, then, are govern- 
ments so fickle and unreliable regarding their peace contracts? It is 
not, as I said, because they want war, but because of the presence 
of a powerful influence, and this sinister and ever-present influence 
is exerted by the so-called war profiteers, i. e., the munition makers, 
big naval contractors, food purveyors and certain financial interests 
to all of whom war means a golden harvest. ‘These interests, too, are 
the real and only war party, and not our professional soldiers, as 
many people erroneously believe. They stimulate the greed of the 
people, incite nation against nation and stir up trouble in every 

ossible way, all by means of the yellow press. They even go to the 
fenil of torpedoing disarmament conferences, as the Shearer case 
has demonstrated, and when a Legion post, or the good ladies of the 
D. A. R. denounce pacifists, we can be certain that the profiteer is 
not far away. 

In my book “ From Steerage to Congress,” recently published, I 
say of that element: 

Through their literary hirelings they belittle and ridicule every peace move 
and denounce every honest pacifist as a slacker and traitor. Through power- 
ful lobbies they manage to frustrate every sincere attempt at disarmament and 
thus hinder the world’s progress toward a real and lasting peace such as man- 
kind, by the way, has never enjoyed—for what we call peace has been so far 
but an armistice, a breathing spell between wars. In contrast with the ideal- 
ists whose motives are purely altruistic, these stealthy encmies of peace are 
profiteers actuated by sordid motives of material gain. 

For one, I have become convinced by close study and the experience 
of a lifetime that war profits constitute a greater menace to peace 
than any other factor, and that, furthermore, the human family will 
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never enjoy the boon of enduring peace until that danger is removed. 
With the profits taken out of war, those who heretofore hugged war 
as their benefactor and friend, probably would not recognize it, if 
they met it in the street. With the destruction of the war party, the 
men at the helm could be their free agents again. Freed from the 
clutches of the profiteers, they could at last live up to their human- 
itarian tendencies and lend a helping hand to the peacemakers. And 
how is this to be accomplished ¢ Simply by providing through an 
international agreement that— 

(1) All munitions of war shall be manufactured by the govern- 
ments, instead of by private concerns. 

(2) No money shall be loaned to belligerents. l 

(3) Prices for food and all other necessaries of war shall be fixed 
by law at such figures as to make the act of purveying a patriotic 
duty rather than a source of profit. 

With these provisions in force, Mr. Chairman, we would put 
an end with one fell blow, I believe, to a barbarous system which 
exalts the dollar above the man and gives prospective spoils the 
preference over the lives of our boys. In such an event it might 
not even be necessary to provide for a popular vote on the question 
of war or peace, because the preference of the people could find 
more untrammeled expression, and we know full well what, in the 
absence of incendiary appeals, these preferences would be. On the 
other hand, however, if the present war-profit system is to continue, 
then I would insist in every case of threatening war, except in that 
of invasion, on a plebiscite of the Nation, for ın a democracy there 
ought to be a counterbalance against the influence of a mercenary 
class which, with the aid of the yellow press, is bent on driving 
the people to the shambles. 

In conclusion permit me to call your attention to the fact that the 
Kellogg pact is still suspended ın the air. It provides that all 
differences between nations shall be settled by pacific means, but 
these means have not yet been perfected. It is true that the League 
of Nations is elaborating a general arbitration treaty which is to 
supply the law for the settlement of controversies, but only the mem- 
bers of the League, as a matter of course, could avail themselves of 
its provisions. The United States, therefore, would be left out in 
the cold, unless, in case of a difference with another nation, it would 
be willing to apply to the League. It is for this reason that at the 
last three or four interparliamentary conferences I have urged the 
adoption and recommendation to the several Governments of a 
universal arbitration treaty the model of which I have had the 
honor to draft. This treaty specifies all the questions subject to 
obligatory arbitration and provides a machinery for the peaceable 
settlement of the nonjusticiable causes. It recognizes The Hague 
Court of which the United States is a member, as the tribunal of 
last resort. In the belief that the United States might yet join 
the League, and that its lack of arbitration facilities might be an 
inducement for it to join, the world’s lawmakers kept putting off the 
question from year to year. I believe it would be within the pur- 
view of your honorable commission to recommend to the treaty- 
making power the elaboration of such a covenant and its submission 
to the other governments, in order that the spirit of life may be 
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breathed into the Kellogg pact, and furthermore, that the American 
Government may know where to go in case of a dispute with another 
power. 

The American people recognize, I am sure, that definite action to 
secure more permanent peace is imperative. We owe it to those who 
made the supreme sacrifice on the battlefields of France in what they 
believed to be a war to end war. Lest it be said that our boys have 
died in vain, it is our sacred obligation to espouse the cause for which 
they laid down their lives. 

id thank you. 

Mr. Haptey. I noted you made the statement, I believe, that war 
profits were the greatest menace to peace and therefore I infer, of 
course, it is desirable that they be removed, if possible. 

Mr. BartTHOLDT. Yes. 

Mr. Hapuey. If I understood your statement, though, you advocate 
reaching that removal by the remedy of international arbitration. 
Was the remedy that you offered international arbitration ? 

Mr. BarrhHoLpT. No; my remedy for that would be to provide that 
munitions of war should be manufactured by the governments them- 
selves and not by private concerns. 

Mr. HapnLeyY. Yes; I remember you made that statement 

Mr. BarTHoLDT. And that the profits be taken out of war and it be 
provided by law what prices should be charged, and so on. 

Mr. Haptey. I thought you made that statement in the first place; 
then, afterwards, 1 inferred also from your remarks that you favored 
reaching it by international agreement and I wanted to get that clear: 
in my mind. I must have confused the two statements. In other 
words, I was reaching the conclusion that upon the whole you were 
making an argument against any action by the commission on the 
subject at all, because we would not have jurisdiction to deal with it 
as a matter of arbitration. You are not advocating that we do 
nothing whatever with regard to war profits? 

Mr. BarrhoLorT. Oh, yes; the United States Government could go 
ahead independently and provide that munitions of war should 
manufactured by the Government and not by individuals. Then, 
after that is done, their example probably would be followed by 
other nations and, if that is so and others are willing to come into 
a general agreement, make it an international covenant. 

r. Haner. Then, categorically, you are proposing to the commis- 
sion it recommend that course? 

Mr. BartTHOLDT. Yes. 

Mr. Haptey. For the removal of war profits? 

Mr. BarTHoLDT. Yes. 

Mr. Haptey. That is the only point I wanted particularly to clear 
up in my mind. I of course was very much interested in your very 
splendid statement. 

Mr. BarrmoLoT. Thank you, very much. 

Mr. Haptey. It is full of meat and thought and will bear study in 
reading it, which I shall take pleasure in giving it at my leisure; but 
heey di I wanted to know what your specific remedy is for war 

rofits. 
‘i Secretary HurLeY. Mr. Bartholdt, is it your idea that the United 
States should totally disarm ? 
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Mr. Bartuoupr. Well, the United States will always require an 
army for domestic purposes to preserve the peace of the Nation. 

Secretary HurLeY. What size do you think such an Army should 
be? 

Mr. Bartuotpr. I do not think there is any complaint on the part 
of the pacifists against the present size of the American Army of 
100.000 men. 

Secretary HurLeY. As a matter of fact, you recognize that is, in 
proportion to our population, the smallest army of any nation on 
earth ? 

Mr. BartTHOLDT. Yes; it is. 

Secretary HurLeY. Then you are not opposed to the present Army ? 

Mr. BarrHoLoT. I am not opposed to the present Army in the 
United States. 

Secretary HurLeY. The next matter I would like to ask you to 
analyze somewhat for us is your figures on the cost of the mainte- 
nance of the present Military Establishment. You note, of course, 
that you include in that the entire War Department appropriations ¢ 

Mr. Barruovpt. Yes; for Army and Navy only, exclusive of pen- 
sions and veterans. 

Secretary HurLeY. Well, let us exclude Army veterans and pen- 
sions, because that does not come in the War Department appropria- 
tions. 

Mr. Barrnorpt. No. 

Secretary HurLeY. And that is something with which, of course, 
the Military Establishment has nothing to do; but you include in 
your ena as a military appropriation every dollar that is being 
spent for flood control, for the making navigable of the inland 
streams, for experiment on the design and building of craft by the 
Inland Waterways Corporation, for the operation of the Panama 
Canal, for the maintenance of the Bureau of Insular Affairs. You 
do not think it is quite proper to charge those appropriations, in a 
round number, against the maintenance of a military establishment ? 

Mr. Bartiorpr. No; I would not. I simply took the total for 
Army and Navy, you know, in each case. 

Secretary HurLeyY. You took the total of the appropriation bills 
by that name, but you have not analyzed them? 

Mr. Barrnoupt. No. 

Secretary HurrneY. You have not analyzed them to ascertain how 
much of that is for purely civilian enterprises ? 

Mr. Barrmoror. No; I did not analyze them. Of course, in the 
figures here for the Fifty-third Congress, all those activities were also 
included and the total appropriation for both Army and Navy was 
$112.000.000, while now it is $800,000,000. 

Secretary HurreY. Yes. But when you say all of those figures 
were included, you are not taking into consideration that the years 
1929 and 1930 witnessed the greatest expenditure on rivers and har- 
bors in the history of the United States? 

Mr. BartHoror. Yes. 

Secretary Herrer. And therefore it would not be the same. Then 
vou have also said you have no quarrel with the present size of the 
Army. You know the Army to which you are referring, in the time 
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of the Fifty-sixth Congress, was one-fifth the size of the present 
Army? 

Mr. BarthHoLor. I did not know that, 

Secretary HurLeY. This is not for the purpose of arguing with 
you about it—— 

Mr. BartHoLpT. No; I understand. 

Secretary HurLeY. Because I believe you have approached this in 
a very fair method and intelligent manner; but I am convinced if 
you analyze the figures you will find, especially in the War Depart- 
ment appropriation, more than one-third—nearly a half—of the 
appropriation is for civilian enterprises. You approve of the pres- 
ent size of the Army, which is five times as large as the Army to 
which you referred, and the fact is the figures are not much greater, 
proportionately, than they were at the period you refer to. 

Mr. BartHoLDT. That is a very gratifying fact. 

Secretary HurLeY. They have correspondingly increased with the 
increased cost of living. 

Now, what do you think about the maintenance of the Navy? 
Should the United States maintain a navy at all? 

Mr. BartHoLDT. Yes; a small navy. 

3 Hurter. What size navy do you think it should main- 
tain 

Mr. BarthHoLprT. Well, taking the viewpoint as I do, that we are 
absolutely immune from foreign invasion, I do not think we need 
very much of a navy, especially in view of the fact the world is 
gradually coming to the conclusion that battleships are obsolete, and 
are obsolete in consequence of the development of aircraft. 

Secretary HurLeY. Now raising, as you have, the question of air, 
are you opposed to the experiments which the United States has 
conducted in establishing air transportation and, so to speak, the 
conquest of the air by the human race? 

Mr. Bartrnotpr. No, sir. On the contrary, I am in favor of that 
and I want to say that, as long as all other nations are spending 
money for these purposes, we should do so, merely as a matter of 
self-defense. But what I insist on is that we should give an ex- 
ample to the other nations, in order to induce the others to reduce 
these unnecessarily high land and sea armaments. And when I speak 
about land armaments, of course there is only one nation I have in 
mind, and that is the colossus France—to-day a menace to the 
world—to all the world. 

Secretary HurLeY. To stay close to our figures that you have put 
in, you realize that this experimentation in the air is the greatest 
increase in the expenditures of the United States for miltary 
purposes? 

Mr. BartHoLDrT. It is. 

Secretary HurLeY. You would not object to this experimentation 
in the air? 

Mr. BarTHOLDT. No; I would not. I would deem that as abso- 
lutely necessary under present conditions. 

Secretary Horney. Then outside of your statement on the Navy, 
you have no objection to the present Military Establishment or the 
policies in connection therewith ? 
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Mr. Barruotpt. I have not. 

Secretary HurLeY. And you are not in favor of the movement 
for parity of navies? 

Mr. BarrHouprT. No; I am not. 

Secretary HurLeY. Then you would, as a citizen of the United 
States, want another nation, or a group of nations, to control the 
seas ¢ 

Mr. BarthoLboT. Well my answer to that, Mr. Secretary, is this: 
Of course the nations of Europe are in an entirely difterent position 
from what we are. If the sea should ever be closed to the United 
States, we would be sufficient unto ourselves to feed our people. I 
think we would raise enough foodstuffs and have enough of the 
necessaries of life of every other kind to satisfy our people. While, 
take England, for instance—England is absolutely dependent upon 
her navy to defend the roads to nourishment, you might say. 

Secretary Hurry. Well, is it your theory that the United States 
should not think of what the result of closing the sea to the world 
would be; it should think only for itself? Is not that a negation 
of the principles which you have just enunciated ? 

Mr. BartHotpr. No. You can very well infer from the general 
tenor of mv remarks, I think of it internationally and I would nat- 
urally be in faver of keeping the ocean open to all nations alike. 

Secretary Hurtey. And do you think the way for us to bring that 
about is to abandon parity entirely and reduce our strength, regard- 
less of what another nation does? 

Mr. BarrHoLpDr. I do not think we could help much by even an in- 
creased navy to keep the ocean open, as against the combination of 
Europe, unless our Navy were as large as that of Italy, France, and 
England combined, and that is of course out of the question. The 
strength of the Navy and size of the Navy have really very little 
to do with that. 

Secretary HurLeY. Well, under your theory, however, if I under- 
stood you correctly, it presupposes that the golden rule will be ac- 
cepted as the fundamental principle of relations between nations. 

Mr. BartnoLbr. Yes, sir. We ought to work in that direction. 

Secretary HurLeY. Yet at the same time you seem to admit that 
all the nations of the earth have not accepted that principle. 

Mr. BarrHoLor. That is true. 

Secretary HurLeY. But we should disregard what other nations 
have done and disarm ourselves; is that correct ? 

Mr. BartHoLorT. 1 think we are so safely situated that we could 
set an example to the world without incurring any danger to our- 
selves at all; we could safely decrease our Navy to the minimum, in 
my judgment, of course, leaving the land army out of consideration, 
because that is small enough in itself. But we could decrease our 
Navy to the minimum without any danger to ourselves; yet it would 
be an example that would be electrifying to the whole world. 

Secretary HurLey. Then the only real objection you have to the 
present military policy is to what is termed as the parity policy in 
regard to the Navy? 

Mr. BartTHoLDT. Yes. 


Secretary HurLey. Everything else seems to be quite satisfactory ? 
Mr. BartHOLDT. Yes. 
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Secretary HurLeY. Of course, in these questions I am asking you 
I do not intend to reflect my own opinions; I am merely attempting 
to get your ideas. Your criticism—I should say your very intelli- 
gent criticism—of the resolution under which this commission is 
operating, would that go so far that you would have us ignore the 
poe of that mandate from Congress which asks us to ascertain 

ow the profits of war may be eliminated and how the burdens of 
war can be equalized ? 

Mr. BarrmoLorT. No, sir. I do not think you would have the privi- 
lege of ignoring it, because you are working under a mandate from 
Congress to ascertain certain facts in connection with it. Conse- 
quently the criticism I passed upon that part of it is really directed 
not against the commission but against Congress, for talking about 
war and seeking preparations for war when our country 1s com- 
mitted to the international policy of never resorting to war again. 

Secretary HurLeY. Then you believe the best help to the peace of 
the world is for the United States not to examine itself to find its 
own conditions and its own capacity for its own defense; you would 
ignore those things and let the people entirely forget them? 

Mr. Barruoupr. If I were czar of America, 1 would ignore them; 
yes, sir; because I think they are not only unnecessary, but they are 
violating the promise we have made never to draw the sword again. 

Secretary HurLeY. You assume then that instead of having as its 
object the promotion of peace this is really a preparation for war? 

r. BARTHOLDT. Yes. 

Secretary HurLey. In fact, you have to assume that before you 
draw that conclusion? 

Mr. Barrno or. I assume that. 

Secretary HurLeY. My own conception and, I think, the concep- 
tion of the members of the commission is that, in order intelligently 
to avoid an evil, you must understand it, and the purpose is to avoid 
the evils of war, to prevent war; but should we be unable to prevent 
it, then to avoid, as far as ponle the evils that flow from it. Do 
you have any criticism of that object? 

Mr. Bartuotor. Well, I understand that viewpoint but, supposing 
there is an epidemic of cholera in the world and supposing we in the 
United States were absolutely immune and we were sure of the 
cholera never coming to this country, would it be necessary to guard 
against cholera? And so, if we agree with the other nations not to 
have any war in the future, as a means of national policy never 
again to resort to war, is it necessary to provide for war and prepare 
for war? 

Secretary HurLeY. Well, of course, your argument is splendid if 
I could agree with your premise, if there was cholera every place 
in the world, if the United States would be immune from cholera— 
that is your premise? 

Mr. BartTHoLDT. Yes. 

Secretary Hurtey. And, of course, if I admit the United States 
would be immune under those circumstances, then the rest of your 
argument is sound. 

r. BARTHOLDT. Yes. 
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Secretary HurLeY. But I would think if we had cholera every 
place in the world, we would be quite busy preparing for an evasion 
or cure for such an epidemic. 

Mr. BartHoLDr. Yes. 

Secretary HurLeY. Having gotten that far along, you made a 
statement—I do not know that I am quoting you correctly and you 
correct me if I am not—that we have become the biggest military 
nation on earth. 

Mr. BartHoLDT. Yes, as far as expenditures are concerned—from 
the standpoint of finances. 

Secretary Hury. You still stand by that statement, after hav- 
ing admitted that the Army is not too large and after having 
admitted that the Army appropriation bill carries all these expendi- 
tures for civil enterprises? 

Mr. Barruotpr. Yes. 

Secretary HurLeY. You still contend, though having the smallest 
army in proportion to our population of any nation on earth, that 
we are still the biggest military nation? 

Mr. BarrHorpr. Well. of course. if you deduct these figures from 
our total, you have to deduct them in other countries; because the 
army, I suppose, in other countries is devoted to civilian tasks as 
well as ours. 

Secretary HurLeY. Well, now, maybe you are more familiar with 
that than I am—do you know of any army in any nation that is 
devoted to civilian tasks? Do you know of any nation on earth 
where the army has charge of the rivers and harbors? 

Mr. BarmoLvr. No; I do not. . 

Secretary HurLeY. Or a project like the Panama Canal, or a 

roject like flood control in the lower Mississippi Basin—do you 
oe of any army that renders such services in peace time? 

Mr. Bartrnotpr. I happen to know—I do not think there is an 
army that has charge of river improvements: you are quite right 
there; but I remember, for instance, the fortification of Helgoland, 
making it safe against the ocean, that all that work had been done 
in peace time by the German army and, of course, that cost consider- 
able money and was necessarily included in the total appropriation 
for the army. 

Secretary Huriry. Now getting back to the purposes of the 
resolution, do vou have any suggestions to make to the commission 
that would be beneficial to it in arriving at its conclusion as to how 
to equalize and to eliminate the profits of war. I am leaving the 
question of whether a war would occur, or not. Have you any 
suggestion to make to the commission on that phase? 

Mr. BarthoLpT. As to practical questions of that kind, Mr. Chair- 
man, I am not a competent witness. However, in a general way. I 
do believe that bv providing that all war munitions should be made 
bv the Government, and other necessaries of war or requisites of war 
should be made by the Government under its auspices instead of by 
private concerns. you would go a great way for taking the profits out 
of war and would eliminate that incentive, on the part of people who 
want to make money out of war, to cry for war and shout for war. 
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Secretary HurreY. Would you wait until the war was upon the 
Nation before you would make preparations for the manufacture of 
matériel by the Government ? 

Mr. BarruHovwpr. No. 

Secretary HurLeY. Then, if you would not, you necessarily would 
increase the expenditures for war, would you not? 

Mr. BartHoLbT. But from my standpoint, if you consider my 
viewpoint and the angle from which I argue, you would come to the 
conclusion that all that is unnecessary, because there is to be no more 
war. We have pledged our word to the world that we will not draw 
the sword again. 

Secretary HurLeY. I understand; I recognize your viewpoint—not 
only recognize it, but respect it; but what I am trying to get to now 
is the practical idealism which you have expressed and find a way, a 
reasonable way, to accomplish what you would like. 

Mr. BarTHOLDT. Yes. 

Secretary Hurtey. And I am pointing out to you that if you 
manufacture all munitions of war under the direction and control 
end at the expense of the Government, you could not wait until the 
war is upon you to begin that work, could you? 

Mr. Bartuorpt. No. 

Secretary HurLey. Therefore you would increase the expenditures 
and your objection to the expenditures. Now, 1 would like to know 
the reasonable way out of that. 

Mr. BartmoLoT. Well, that, I think, is something you ought to 
work out among yourselves—you practical men. I only give you the 
theory of it; that is all. 

Secretary HurLeY. Now, on your theory of the reduction of the 
Navy, the question of the strength of armies is merely a comparative 
matter anyway, 1s it not? 

Mr. BartHoLDT. Yes. 

Secretary Hurtey. You can not measure what is just, or what is 
adequate, or what is inadequate, except by what the other nations of 
the world are doing? 

Mr. BarTHoLDT. Yes. 

Secretary HurLeY. And regardless of the principles which you 
have stated, if the other nations were arming, would you disarm the 
United States? 

Mr. Barruowpt. I think we would be safe in doing it. 

Secretary HurLey. Do you ascribe to all the nations of the world 
the principles that we generally understand as enunciated in the 
golden rule? 

Mr. BarrHouipr. No, I do not; I do not. I think nations are 
selfish enough to tackle the United States if they could; but I think 
every one of them—France and England included, and Japan— 
recognizes the absolute futility of even a thought of attacking the 
United States. 

Secretary HurLeY. And you think they would still recognize that 
futility if the United States were totally disarmed and completely 
unprepared to defend itself? 
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Mr. Barruorpor. We have been disarmed for a hundred years, 
practically. We have had no navy for a hundred years and were 
Just as secure as we are now. No nation thought of tackling us. 

Secretary HurLeyY. On that same theory, for instance, in order to 
get the gangmen of Chicago to become advocates of the golden rule, 
would you disarm the police force of Chicago as a means of bring- 
ue them to their senses on the ethics of what they should do? 

Mr. Barruoupr. No; I would not do that, because the gangmen 
‘can prey upon Chicago, but the greedy nations of the world can not 
prey upon the United States, because they can not get at it. We are 
secure because of our geographical isolation. Every nation to attack 
us from Europe would be 3,000 miles away from its base. Well it 
is a physical impossibility in my judgment for anyone to attack 
us. On the other side, Japan is still farther away—four or five 
thousand miles. 

Secretary HurLerY. Do you still think it would be a physical im- 
possibility if we were totally disarmed? Do you mean to say that 
they can not cross the ocean? 

Mr. BartHoLoT. No; I would not say totally disarm; I would 
still provide for certain precautions. For instance, 1 would have 
airplanes as a defensive weapon and I would probably have U-boats 
as a defensive weapon, but that is all. That is all that 1s necessary, 
In my judgment. | 

Secretary HurLey. I think I understand you fully. If there are 
no further questions, we thank you very much. 

Mr. BartTHoLDr. I thank you. 

(The commission thereupon adjourned until Monday, May 18, 
1931, at 10 o'clock a. m.) 


MONDAY, MAY 18, 1931 


SENATE OFFICE BUILDING, 
Washington, D. C. 

The commission met at 10 o’clock a. m.. Monday, May 18, 1931, 
Senate Office Building, Washington, D. C., Hon. Patrick J. Hurley 
(chairman) presiding. 

Secretary Huruey. The first witness this morning will be Hon. 
Clyde B. Aitchison, commissioner, Interstate Commerce Commission. 
Mr. Aitchison was commissioner (twice chairman) of the Railroad 
‘Commission of Oregon from 1907 to 1916, solicitor for the National 
Association of Railway Commissioners in 1916 and 1917, and mem- 
ber of the presidential commission of coal distribution in 1922. 


STATEMENT OF HON. CLYDE B. AITCHISON, INTERSTATE 
COMMERCE COMMISSIONER 


Commissioner Artcntson. Mr. Chairman and members of the com- 
mission, I hope it will be understood that in appearing to-day I am 
-coming here at the request of your commission, as an individual, not 
as a delegate of the Interstate Commerce Commission; because what 
I have to say is not based upon any conference with my colleagues, 
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or any report made to them by me which they have considered and 
had a chance to visa. I am ¿la to submit myself to any question- 
ing your commission may desire, or I have a prepared statement, 
having had some conference with your members, and perhaps might 
submit it. Might I ask that this statement go in in its entirety, and 
if so, then there is a certain portion of it only which I think ıt will 
be necessary for me to call to the commission’s attention at this time. 

Secretary HuruLey. If there is no objection, the statement of Com- 
missioner Aitchison will be incorporated. 

Mr. CoLLINs. Of course, we do not know anything about it. 

Commissioner ArrcHisoN. I am going to give you the conclusions 
now, if I may, and then, of course, submit myself to any questions the 
commission desires to ask. If you want me to go into it fully, I 
shall be glad to do so. The suggestion I make is simply in the 
interest of saving the commission’s time. 

That, Mr. Chairman, is a summary of the results of the study I 
have made. I may say that the entire study is founded upon this 
predicate, that the recent experiences of the country in time of war, 
when properly translated into terms of present circumstances, fur- 
nish the best-known guidance for future policy; but requires us, in 
order to evaluate them properly, to give consideration to the cir- 
cumstances which existed and brought about Federal control of the 
railroads during the late war. And that has two features to it—a 
study of the existing statutes and a study of the economic situation 
of the country. It involves also a consideration as to what has 
transpired since that time in the way of changes either of laws or 
economic conditions. The net result is I arrived at the conclusions 
which I have read to your commission this morning. 

I shall be glad to submit myself to questioning now, or to enlarge 
upon the subject, or to return again for questioning, if the commis- 
sion desires to go further into the statement which I have prepared, 
at its leisure. 

Mr. Haptey. Mr. Commissioner, there is just one question. As to 
the modification of existing laws, you suggest, first, an amendment 
to the Federal control act of 1916, and I assume that is on its technical 
features. 

Commissioner ÁrrcHisoN. Yes. 

Mr. Haptey. Have you submitted in your general memorandum 
the terms of such clarification ? 

Commissioner Arrcuison. No; I have not. 

Mr. Hapy. In other words, the text of such an amendment? 

Commissioner ArrcHison. I have not. You will perhaps recall 
that the language of the proclamation of the President in taking over 
the railroads, of December 26, 1917, follows the language of the 
Federal possession and control act, which is still the law. He took 
over all systems of transportation in sweeping terms. Subsequently 
there was a controversy as to what was meant by the words “ system 
of transportation,” with the accent on “system,” and you will pos- 
sibly recall as a matter of general history that a great number of the 
short-line railroads were excluded from Federal control some months 
later by a general statement which went out over the director 
general's signature, or by his authority, “that inasmuch as doubt has 
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existed as to whether or not this particular short line was a system 
of transportation and had been taken under Federal control he 
resolved that doubt and the administration held it never had been. 
The result was when the transportation act was enacted, legislation 
was passed which compensated the short-line carriers for some of the 
handicaps which it was felt they had suffered by reason of the taking 
away of compensation. The amendment would have to lie in the 
sound discretion of Congress, it seems to me. I have not attempted 
to formulate any particular amendment. 

Mr. Hapuey. In the extension of your remarks or revision of them, 
if you see fit to make any when they are submitted to you, if you 
care at that time to incorporate any such m D or memorandum 
of suggested amendment that would clarify, within your view, what 
the necessities of the case require, I would appreciate it. 

Commissioner AITCHISON. I should be glad to try to do so. 

Mr. CoLLixs. Mr. Commissioner, let us know something about 
what is in this plan of yours. Is this a plan or just a suggestion 
about railroads? 

Commissioner ÁITCHISON. It can properly be termed a study lead- 
ing up to the conclusions which I have voiced and read to you. 

Mr. CoLLixs. Does it deal with anything except railroads? 

Commissioner Arrcuison. Transport companies generally. e 

Mr. CoLLINS. Just transportation companies? 

Commissioner AITCHISON. Yes. 

Mr. Cotzins. Of various kinds? 

Commissioner AITCHISON. That was all I was asked to look into. 

Mr. Cortis. And you undertake to say in this memorandum what 
you think Congress should do in the event of war? 

Commissioner AITCHISON. Not alone Congress, but the Executive. 

Mr. Cotirns. And that is the extent to which you have gone? 

Commissioner AITCHISON, Yes. 

Mr. Corts. You know, during the late war. on the appoint- 
ment of the Director General of Railroads, they practically * eulo- 
gized ” the Interstate Commerce Commission. Have you o care 

of that situation ? 

Commissioner AITCHISON, Yes. 

Mr. Corurxs. You save them in this plan of yours, do you? 

Commissioner ArrcHison. Yes; in fact, extend its jurisdiction. 
In short, 1t contemplates this 

Mr. Cotirxs. You give them something to do in the event of war? 

Commissioner Arremison. Plenty. 

Mr. CoLLixs. You remember we passed the Adamson Act the last 
time. Do vou discuss that at all? 

Commissioner ArtcHison, I do not discuss the subject of railroad 
employment, of wages, or adequaey of the machinery. 

Mr. CorLixs. You duck that, do you? 

Commissioner ÁrrcHison. I can not say I duck it; but inasmuch 
as there is a Federal tribunal which is dealing directly with that 
subject, I assumed the members of that commission could speak 
with more authority and expertness than I could. 

Mr. CoLLixs. In other words, you do not discuss it? 

Commissioner AlrcHisox. I do not; I said I do not. 


~ 
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Mr. Cours. What do you do about rates? 

Commissioner ArrcHisoN. I can not say anything with respect to 
rates, except I think the commission in time of a war emergency 
should have power similar to that which was vested in the Director 
General of Railroads with respect to the creation of emergency rates, 
‘whether they be higher or lower than existing rates. 

Mr. CoLLixs. The probabilities are they would be higher? 

Commissioner ÁrrcHisoN. I voice no opinion on that. 

Mr. CoLLiws. That is what would actually occur. That is what 
‘occurred in the past? 

Commissioner ArtcHIson. In some cases, and in some cases there 
were reductions. 

Mr. Cotiins. But the general level of rates was higher? 

Commissioner ArrcHisoN. The general level of rates went higher, 
but not as high as the existing commodity rate basis went. 

Mr. Cotirns. I understand that; but the general level went higher? 

Commissioner Arrcrison. It did. 

Mr. ConLixs. And that is the history with respect to war? 

Commissioner ArrcHison. I do not know except with respect to 
the late war. 

Mr. CorLins. Under your scheme, the Interstate Commerce Com- 
mission would have the right and power to raise the general level 
of rates? 

Commissioner ArrcHisoN. Yes; subject to the provision that they 
might consider the rates which they had axed, as an emergency 
proposition, upon complaint. We now have a somewhat similar 
power in respect to conditions of drought and emergencies of that 


type. 

“Mr. CoLLins. And your plan also would change the exicting situa- 
tion with reference to the suspension of the antitrust laws, as I see 
it? 

Commissioner ArrcHison. Only to the extent that in a particular 
instance an act by direction of the President, or his priorities 
director, might be considered to violate some of the antitrust acts; 
not further. 

Mr. CoLLixs. I understand some one would have to determine that, 
and your plan would permit the suspension of the antitrust laws, 
provided this “ somebody ” said it ought to be done? 

Commissioner Arrcmison. Yes. I point out in the study that in 
1917 the Council of National Defense asked the railroads to coor- 
dinate their efforts. They attempted to do so through their so-called 
railroad war board. The Attorney General of the United States 
began making inquiries as to whether what was being done was in 
violation of the antitrust acts, and the result was that they stopped. 

Mr. Corus. I understand; and that is part of your plan? 

Commissioner AITCHISON. Yes. 

Mr. Coturns. A suspension of the antitrust laws, provided this 
“ somebody ” you have designated thinks they ought to be suspended ? 

Commissioner ArrcHison. I think you have gone further than I 
do. I distinguish between a suspension and a provision by law that 
an act done in response to another law shall not be deemed a 
violation of the antitrust laws. 
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Mr. Corxtns. Well, the result would be that the antitrust laws 
would not be effective, provided this “somebody” said that they 
should not be effective ? 

Commissioner AltcHison. As to that particular act. 

Mr. CoLLins. Yes. Is there anything else you suggested with refer- 
ence to railroads that I have not mentioned, as the situation affects the 
general public? 

Commissioner Artcutison. Well, my statement was intended to be 
cone and I do not think I could boil it down much further than 

1d. 

Mr. Cottins. Your general scheme is not one that necessarily take 
the profits out of war? 

Commissioner Arrcuison. I think it would very largely take the 
profits out which existed in the late war and make it much more 
inexpensive for the Government. 

Mr. CoLLixs. Well, if as much freight was shipped and the level 
of rates was higher, then the amount of revenues the railroads would 
receive would be larger than otherwise, would 1t not ? 

Commissioner Aitcuison. Yes. There is a question, of course, as 
to whether you are going to have the shippers bear the expense, or 1t 
is largely to be transferred, as was done in the late war, to the 
taxpayers. 

Secretary Lamont. It depends upon the cost of wages and 
materials. 

Mr. CoLLixs. Let us get that statement now you just made. In 
other words, under your scheme, as I understand it, you would require 
the shippers of freight to pay the transportation charges and, 1f it 
was necessary to raise the rates, they would pay those larger rates 
rather than to have the deficit come out of the Public Treasury ? 

Commissioner ArrcHison. I have said nothing of the sort. I have 
no scheme. 

Mr. CoLrniss. What was it you said, then? 

Commissioner Aitcuison. I said when you come—— 

Mr. CoLLixs. I want to know what you said. I am Just trying to 
interpret what you said. 

Commissioner AITCHISON. Yes. When you come to consider an 
amount which shall be paid in the shape of rates during the war, 
when the carriers have been taken over by the Government, and there 
is a constitutional obligation to pay a fair return, the question which 
presents itself to the administration is this: Will it attempt to recoup 
itself for the whole cost in the way of rates, be they increased or not, 
or will it recoup itself by passing a part of this on to the Public 
Treasury? ‘The last was done in the late war; and a large part of the 
cost was met by the taxpayers in the shape of taxation, and this is 
shown in my study. 

Mr. CoLLiws. If the rates were raised, then, the shippers of freight 
under your plan would pay the excess rather than have it come out of 
the Public Treasury ? 

Commissioner ArrchHison. I am afraid, sir, you have misunder- 
stood. I have no plan. I say in the event of war there are three 
possible means which could be considered by the Government, and 
they seem to me to rank, in the order of their desirability, “ one, two, 
and three.” 
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rent CoLLiwNs. What is this long statement you have given us but a 
plan 

Commissioner AITCHISON. I have not given it to you for a plan. 

Mr. Coins. I do not care anything about the name you give it. 

Commissioner ArrcHisoN. Well, I do. 

Mr. CoLLins. The rose smells the same, you know; it does not 
make any difference what name you give it. 

Commissioner A1tcHison. There are three different courses which 
it is suggested the Government might pursue. If you will turn to 
page 62 of my statement, you will find the first is utilization of exist- 
ing agencies without anything except minor changes in law which 
are intended to make more effective the emergency exercise of the 
regulatory power. Now what the rates would be under that, no 
human being can tell. 

Mr. CoLLins. Except that under this proposal, or whatever name 
you may want to call it, and I am not particularly concerned about 
that—under this proposal of yours the commission would have a 
right to raise rates and the power to raise rates? 

Commissioner ArrcHisoN. They would have the power to fix 
emergency rates, whether higher or lower, just exactly as they now 
do, with this one exception, that they now must do it upon notice 
and hearing, and it takes time. This proposes that they shall act 
promptly, and that they shall consider and give hearing to any 
person or carrier who believes the rates are too low or too high. 

Mr. CoLLINs. That is all. 

Mr. Haney. Just one question. There is one development in 
your colloquy with Mr. Collins which left the record a little con- 
fused. He referred to the Adamson Act. That matter is straight, 
according to the history of it. The Adamson Act was in no sense 
an integral part of the war policies either of the Executive or 
the administration, was it? 

Commissioner ArtrcHrson. I understand the Adamson Act was 
passed about September 1, 1917, some three months prior to Federal 
control. 

Mr. Haptey. No; I think it was passed in 1916. 

Commissioner Arrcuison. I beg pardon; yes, in 1916. 

Mr. Hapuey. That is the reason I ask this question. I was a 
Member of the Congress at that time and remember it well, and I 
think that act was passed in 1916, in the month of September. At 
all events, it was several months before we entered the war, just 
purely as a matter of civil policy, without any regard to the merits of 
that act in the war emergency. It had no more relation to the war 
which subsequently followed, than any other precedent act. 

Commissioner ArrcHison. I think that is correct. I think it was 
to avert a strike. 

Mr. Haney. Yes; and it was not, as I indicated in my previous 
question, a war policy at all, but was an act to meet an existing civil 
condition as the Congress then saw it. I thought the inference was 
left in the record by the colloquy that it was in some way an integral 
part of the war policies of the administration and of Congress; but 

know personally it was not, because of the history of it. 

Mr. CoLLins. To relieve the gentleman's mind, I referred to the 
Adamson Act merely as an illustration of a method of raising the 
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salaries of the employees. I am not concerned when it was passed ; 
it raised the pay of the employees, and that was the purpose of it. 

Mr. Haptey. I know, but I noticed the gentleman also interro- 
gated the witness or inquired of him whether he was undertaking 
to duck that act or not in his discussion. He came here to discuss 
war policies and not civil policies in times of peace, and I thought 
the record should be straight on it. 

Secretary HurLeY. Mr. Commissioner, have you read the testi- 
mony of Mr. Daniel E. Willard, president of the Baltimore & Ohio 
Railroad, before this commission ? 

Commissioner Arrchison. I have read it; yes. I do not know 
that I have it fresh enough in mind, in detail, to be able to comment 
on it. 

Secretary HurLey. I notice in your conclusions you suggest that 
the methods of transportation have been increased by pipe lines, 
by truck, and by air transportation since the war, and that these 
different methods of transportation would probably take some load 
from the railway transportation. 

Commissioner ÁrrcHison. That is correct. 

Secretary HurLeyY. In his testimony, Mr. Willard pointed out 
the fact that the railways running east of Pittsburgh were so over- 
loaded and the transportation facilities of the roads were so urgently 
required, that it injured or totally destroyed a considerable portion 
of the transportation west of Pittsburgh. Have you considered the 
necessity of a correction of that situation? 

Commissioner ArrcHison. Mr. Willard's statements, may I ask, 
applied as of 1917? 

Secretary HurLeY. Well, I think it applied to the entire war 
period. 

Commissioner AITCHISON. Yes. 

Secretary HURLEY. Not so much to 1917, as to when the trans- 
portation became greater east of Pittsburgh. 

Commissioner AitcHison. I have considered the history of that 
situation as an inducement which led to Federal control, and 1 think 
I have shown that the present service emergency powers of the 
commission, which were exercised in 1920 and in 1922, under com- 
parable conditions of war, were sufficient to grapple with that service 
situation and straighten it out. I may say in that respect that in 
1920, particularly, Mr. Willard was of tremendous assistance in 
doing so. 

Secretary HURLEY. I realize that. He is a very brilliant and very 
patriotic gentleman. But that is not exactly the point 1 am trying 
to get. He did point out that the traffic moving to the Atlantic sea- 
board was congested east of Pittsburgh. Is it your opinion that 
it would not be so congested now ? 

Commissioner AltcHison. Yes. It is inconceivable to me that with 
a more perfect organization than we had in 1917, and with the 
development in alternative forms of transport, we should have an 
such situation as we faced from the fall of 1916 on, east of Pittsburgh 
or including Pittsburgh. And I have tried to develop that in my 
study in this way: First, one factor was the weather. That may 
come again, of course. It was a terrific winter. Second, the misuse 
of the priority powers, which grew so much that at one time 85 per 
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cent of the entire movement through Pittsburgh was on priority 
orders, and the carriers were even required to go to the extent of 
taking wrecking trains and cranes and reaching over two tracks, 
picking out particular cars, and setting them out. Third, the con- 
fusion at the seaboard due to a lack of a proper permit system of 
nandling. Fourth, the enormous development of the motor truck 
since, which if it had existed in 1917 would have so greatly relieved. 
the situation that it is rank speculation to try to tell what condition. 
would have faced the President at the end of 1917. I can best illus- 
trate that by quoting a statement which was made by a member of 
the commission to the Senate committee, as I recall it, in 1918 or the 
latter days of 1917, when he was being interrogated about the reasons 
which had impelled the commission to make its special report to 
Congress, in which it suggested Federal control as an alternative 
handling of the situation. He pointed out that one possible means 
of alleviating the situation was a consideration of whether or not 
trucks might not be used for some short distances out of the ter- 
minals, as a means of transport; that it seemed to be a promising 
type of transportation. Now, of course, we all know to what the 
trucks have grown. The highway system of transport has grown to. 
an extent that no one could have guessed then. So that very great 
change has been made. In addition, there is not the demand being. 
made now for the long-distance transportation of coal which existed 
then, due to the greater use of pipe lines for oil and for natural 
gas, and long-distance transmission of electricity. ‘Taking those. 
things all into account, and they apply with great force here in the 
East, and I saw the circumstances in 1916 and 1917 at first hand, 
it is difficult for me to believe that we would face the same situation 
in any emergency which reasonably seems within our vision. 

Secretary HurLeY. And your conclusion is that the increase of 
other methods of transportation would relieve the chaotic condi- 
tion that existed east of Pittsburgh, and that an increase of railway 
transportation is unessential ¢ 

Commissioner AITCHISON. Well, certainly no great increase in. 
railway transportation is now necessary. The means which I have 
indicated, plus 

Secretary Hurtey. Pardon me for interrupting you just there, but 
maybe we will get to it more quickly. I fully agree that no increase is 
now necessary. I am talking about an a, which would put- 
a strain upon the transportation systems east of Pittsburgh, such as. 
that described by Mr. Willard and later described just now by your- 
self. It is an emergency we are now speaking of, not the present 
situation. 

Commissioner ArrcHison. Well, I think in time of pl the... 
rail carriers, plus the other transportation agencies, guided by a 
system of mandate which did not exist in 1917, and by a more intelli- . 
gent unified use of the priority power, would have been able to have 
grappled with the situation such as existed in 1917, and much more 
at the present time, and I can not conceive of how any emergency 
could now arise which, for a considerable time at least, could not be 
handled in the method 1 have mentioned, involving no disturbance 
Of the economic relations between the carriers and the Government... 
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Mr. CoLLins. Will you put in the record a statement as to the ton- 
nage of the railroads now carried, as com ared Ao the tonnage just 
prior to the war, the year prior to the war 

Commissioner AITtcHIson. The last published report shows for the 
year ended December 31, 1916, revenue tons carried, total, 1.283,- 
711,000, and revenue ton-miles, 177,487,341,000. For the year ended 
December 31, 1929, the corresponding figures are 1,294,927,000 reve- 
nue tons carried and 192,331.228,000 revenue ton-miles. Later com- 
parable figures are not yet available. 

Secretary HurLeY. That is all, Mr. Commissioner. Thank you 
very much. 


STATEMENT OF CLYDE B. AITCHISON, INTERSTATE COMMERCE 
COMMISSIONER—Resumed 


Mr. Arrcmison. This testimony is to be considered as that of a 
citizen who has been asked to state his views, and not as given by 
a delegate of the Interstate Commerce Commission. The statement 
is made on individual responsibility, without submission to or 
a by the commission. 

onsideration of the transportation policies of the Government 
in event of war suggests a review of the causes which brought about 
the Federal control exercised during a portion of our participation 
in the World War, and the nature of that control. We should con- 
sider the general economic situation at that time and the then applic- 
able provisions of law, and also the changes which have taken place 
in law and economic conditions. Our recent experiences, properly 
translated into terms of present circumstances, furnish the best known 
guidance for future policy. 

Federal control of the railways was assumed December 26, 1917, 
The Nation then had been in a state of war 8 months and 20 days. 
For some time it had been increasingly evident that our participa- 
tion in the conflict would be possible, and possibility grew into prob- 
ability and then certainty. This was contemporaneously universally 
recognized as creating emergency conditions which affected all busi- 
ness relations and resulted in legislation deemed necessary. The 
emergency conditions and the laws which were devised to meet them 
largely passed with the return to peace. But, in the light of the 
war experience, a number of changes in law were enacted which, 
translated into administration, differentiate the present and future 
treatment of transportation emergencies from the policy which was 
an inevitable evolution in the late war.? 

It is axiomatic that in time of war the Nations transportation 
agencies must be operated in coordination with the military forces 
and commercial activities or agencies of transport subordinated to 
military needs. This has required a different relation between gov- 
ernments and the agencies of transport in times of war than in times 


1 The war period extended from Apr. 6. 1917, to Mar. 3, 1921, the date of the approval 


of the joint resolution that acts of Congress, joint resolutions, and proclamations stall 
be construed as if the war had ended and the present or existing emergeney expired, of 
certain enumerated acts which were necessarily of a continuing character. As far as 


fe Tote recourse has been had to contemporaneous oficial documents for statements of 
act. 
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of peace. During the Civil War the Federal authorities assumed 
a control of the railways; and the Confederate States early took 
over the railways of the South under an even more complete mili- 
tary control. The experience of the late war is fresh in mind. 
There is a remarkable parallelism between the experiences of Great 
Britain and the United States as to the manner of utilization of 
their railways during the war period. 

The supply and control of transportation is intimately connected 
with and often indistinguishable fail control of production and 
distribution, and all of these matters are closely connected with 
price control. In the absence of adequate price control a shortage 
in transportation in times of either peace or war inevitably leads to 
profiteering. 

We are now considering only the situations presented by war 
emergencies. Yet the needs of peace times emphasize that there 
must be greater coordination and cooperation among transport agen- 
cies than we have hitherto considered necessary or even permissible. 
Much which will be stated simply emphasizes policies which are de- 
sirable or necessary in times of peace. 


FEDERAL POSSESSION AND CONTROL ACT 


In recognition of this important relation, before we entered the 
war, by the Army appropriations act of August 29, 1916, Congress 
conferred broad powers upon the President as to the control of 
transportation systems in time of war. This was the statutory 
basis for the taking over of the railways and other transportation 
systems by the President for Federal control during the World War. 
The powers so conferred are continuing and may be exercised at 
any future time. The pertinent language is as follows: 

The President, in time of war, is empowered, through the Secretary of War, 
to take possession and assume control of any system or systems of transporta- 
tion, or any part thereof, and to utilize the same, to the exclusion as far as 
may be necessary of all other traffic thereon, for the transfer or transportation 
of troops, war material, and equipment, or for such other purposes connected 
with the emergency as may be needful or desirable. 

The words “system of transportation ” proved so ambiguous as 
to give rise to much uncertainty and litigation as to the extent of 
the exercise of the powers conferred. Doubtless the same uncer- 
tainties would arise in event of future exercise of the authority. 
They can easily be avoided by amendment. 


GENERAL REGULATORY POLICY 


There were provisions of law which facilitated unified operation 
of the railroads during the war, and there were others which if en- 
forced would make it impossible. Some of the acts which facilitated 
unified operation were of a temporary status and lapsed with the 
end of the war; some have been more or less carried into continuing 
legislation; certain legal restrictions upon unification may now be 
relaxed by appropriate administrative means; but no means has been 
provided to avoid other impediments. 

The first great fact is that the national policy, certainly down to 
the transportation act, 1920, was one of encouragement of the utmost 
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freedom of internal commerce and of competition among producers, 

distributors, and carriers, and between localities, ports, and markets 

as a means of securing and preserving such freelom. To this end 

oe laws were framed and our railway network was laid out and 
uilt. 

The act to regulate commerce (now known as the interstate com- 
merce act) accepted the competitive principle as salutary. As origi- 
nally drawn, and as successively amended, it was framed in times 
of peace and for times of peace; 1t looked to protection of the shipper 
and the public against unjust or unfair treatment by the carrier, 
and not to protection of the Nation and its commerce in time of war 
by utilization of all the forces and resources of its transportation 
systems to their fullest extent. 


STATUTORY IMPEDIMENTS TO UNIFICATION 


We will take up first the statutory impediments to railway unified 
operation. The antipooling provision of section 5 of the original 
act to regulate commerce continued unchanged from its enactment 
in 1887 until modified by the transportation act, 1920. It was in 
force during the active period of the war. In terms it provided : 

That it shall be unlawful for any common carrier subject to the provisions 
of this act to enter into any contract, agreement, or combination with any 
other common carrier or carriers for the pooling of freights of different and 
competing railroads, or to divide between them the aggrevute or net proceeds 
of the earnings of such railroads, or any portion thereof; and in case of an 
agreement for the pooling of freights as aforesaid each day of its continuance 
shall be deemed a separate offense. 

Violation is punishable as the misdemeanor of cach person par- 
ticipating. 

Two kinds of pools were prohibited—the physical pool, which 
means a distribution by the carriers of property offered for trans- 
portation among competing railroads in proportions and on per- 
centages pr eviously agreed upon, and a money pool, which is accom- 
plished by a division of the aggregate or net earnings of the railroads 
parties thereof, or any portion “of them. A physical pool, when 
properly safeguariled, is of much service in times of emergency ; 
the money pool is not so important. The law is violated by the 
mere making of an agreement counter to its terms, without an actual 
division of traffic or earnings being made, and such void agreements 
were not enforceable. 

In 1917 the Attorney General made inquiries as to the course then 
being pursued by the carriers under the direction of the so-called 

railroad war board. This was sufficiently deterrent to prevent the 
directions of that board from having the effect of coordinating the 
efforts of the railroads. Concerted action by the executives of the 
railroad which would run counter to the antipooling provision of 
the act would be punishable as a conspiracy to violate a law of the 
United States. The antipooling statute was therefore a real obstacle 
to unification. While relaxed in some respects by amendments car- 
ried in the transportation act, 1920, in any future emergency the anti- 
pooling provisions of the law will bar effectual coordination of the 
traffic of interstate common carriers, including railroads, express, 
shipping car, pipe lines, and water lines when operated under a com- 
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mon control or management with rail lines. The extent of the 1920 
amendments will be ad later. 

The Sherman Antitrust Act of July 2, 1890, declared to be illegal 
every contract or combination, or conspiracy in restraint of trade or 
commerce among the several States, or with foreign nations, and 
made any persons who should make any such contract or engage in 
any such conspiracy guilty of a misdemeanor. This prohibition of 
law, which has continuously been in force, affects both the railroads 
and the shippers. 

First, briefly, as to the effect upon the railroads. The Sherman 
Act long ago was construed as forbidding any combination or joint 
agreement of railroads, which, by its necessary operation, destroys 
or restrains free competition among those engaged in interstate com- 
merce; in other words, to destroy or restrict free competition in inter- 
state commerce is to restrain such commerce within the meaning of 
the Sherman Act. That unrestrained competition might itself pos- 
sibly restrain trade did not legalize such joint agreements by com- 
peting rail lines. 

Second, the Sherman Act directly prohibits unreasonable restraints 
of trade by shippers, through contracts or combinations, or con- 
spiracy. The carriers which by cooperation with their customers 
undertook a course of conduct which would restrain trade or compe- 
tition might easily find themselves in a forbidden conspiracy, and 
shippers or receivers of freight would be reluctant to join in any 
cooperative arrangement which might have the effect of subjecting 
them to the well-known penalties for violation of the Sherman Act. 

In time of war or threatened war the prevention or correction of 
traffic congestion is of primary importance, and a means of practi- 
cal relief is the avoidance of waste in transportation and of unneces- 
sary movement of relatively unimportant character. The amount 
of cross hauling of commodities which goes on as commercial routine 
is surprising; and yet that very freedom of intercourse has been 
deemed to be of utmost importance as a means of the equal, wide, 
and complete development of the Nation. Preservation of the most 
free competition as thus expressed has been the object of the anti- 
trust laws. But any system of zoning, or of movement of traffic 
under permits, which is the initial step in restriction of waste trans- 
portation, runs directly counter to the prohibitions of law, and lays 
the administrator who gives the order, the carrier and shipper who 
acquiesce, and all intermediary persons who knowingly join in 
furtherance of the object, under the penalties. 

The antitrust acts have not been modified as a result of the war 
experience, except with respect to certain acquisitions of control or 
consolidations of competing carriers, which are permitted under 
the conditions of the transportation act, 1920, not relevant to this 
inquiry. 

The Lever Act of August 10, 1917, imposed heavy penalties upon 
all persons who should— l 

Conspire, combine, agree, or arrange with any other person (a) to limit the 
facilities for transporting * * * supplying, * * * or dealing in any 
necessaries; * * œ (e) to restrict distribution of any necessaries. 

That act was emergency legislation, and is no longer in force. 

Another restriction which was in force in 1917, but which the law 
now permits the Interstate Conimerce Commission to lift in event 
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of emergency, is the right secured to the shipper by the interstate 
commerce act to designate which of through routes or competing 
carriers shall be utilized for the movement of his shipment. Sig- 
nificantly, General Order No. 1 of the Director General of Railroads 
and the first service orders made by the Interstate Commerce Com- 
mission in the 1920 and 1922 emergencies required the railroads to 
forward traffic to destinations by the routes most available to ex- 
pedite movement and relieve congestion, without regard to the rout- 
ing thereof under the statute or to ownership of the cars in which 
contained. Inasmuch as due machinery exists for the removal of 
this restriction upon coordination and cooperation, when necessary 
in the public interest, no further attention need be given this feature 
of the situation, except to say that, while it was a factor in forcing 
the assumption of Federal control in 1917, it will not be a factor in 
the future. 


STATUTORY PROVISIONS FACILITATING UNIFICATION 


Certain proves of law which existed in 1917 may be considered 
as having had a tendency to facilitate coordination. Some of these 
were in terms limited to the duration of the war. The first to be 
mentioned concerned the administration itself, rather than those 
regulated. 


OVERMAN ACT 


By the provisions of the Overman Act of May 20, 1918, the Presi- 
dent was authorized to redistribute the functions of any executive 
department, commission, bureau, agency, office, or officer, in such man- 
ner as in his judgment should seem best to carry out the purposes of 
the act, namely, the national security and defense, and successful prose- 
cution of the war. This might be accomplished by either transfer, 
consolidation, or utilization of duties, powers, or personnel and 
property. Such action was limited in effect to the war period, and 
upon the termination of the act it was provided that the former 
status should be resumed. 

This act was used as an instrument of coordinating the exercise of 
administrative functions during the war, and if reenacted in sub- 
stance might facilitate achievement of necessary administrative unity 
as respects transportation. 


TRANSPORTATION PRIORITIES 


In any national transportation emergency the order in which per- 
sons and property are to be served with transportation is of high con- 
cern. The carrier's general duty is to move all traffic without dis- 
crimination. If emergency conditions prevent him from moving all 
that is offered, the law tells him which commodities he shall move, 
and which he shall defer, but the general duty of equality of treat- 
ment continues so far as it 1s Ho ble of accomplishment by making 
all shippers share the burdens of transportation shortages. This 
legal duty in practical results may prove to be unfavorable to the 
public interest; hence there has evolved in emergencies of great eur 
the practice of issuance by some public authority of directions for the 
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priority in movement. The Hepburn amendment to section 6 of the 
act to regulate commerce, approved June 29, 1906, provides: 

The time of war or threatened war preference and precedence shall, upon 
the demand of the President of the United States, be given over all other 
traffic to the transportation of troops and material of war, and carriers shall 
adopt every means within their control to facilitate and expedite the military 
traflic. 

The word “carriers” here refers only to the classes of carriers 
which are subject to the provisions of the interstate commerce act 
and therefore does not include a number of important classes of 
carriers. Motor, air, and (in general) water transport, are not cov- 
ered by this provision of law. 

The Hepburn amendment to section 6 was followed by a further 
amendment to the same section contained in the naval service appro- 
priation act of August 29, 1916, which added thereto a provision, 
as follows: 


And in time of peace shipments consigned to agents of the United States 
for its use shall be delivered by the carriers as promptly as possible and 
without regard to any embargo that may have. been declared, and no such 
embargo shall apply to shipments so consigned. 

The section as so reformed stated the law when we entered the 
war, and as it has been ever since. It was the only provision of law 
which governed priorities until the act of August 10, 1917. 

The last mentioned act amended the act to regulate commerce by 
adding two provisions which later came to be identified as section 
1 (23) and (24) of the interstate commerce act. Each was so limited 
in terms as to lapse with the termination of the war. 

One of these provisions, section 1 (23), imposed a penalty for 
the obstruction or retardation of the orderly conduct or movement of 
interstate or foreign commerce, and authorized the use of the armed 
forces of the United States to prevent any such interference. It 
was aimed at sabotage and served a useful purpose. 

The other provisions, section 1 (24), embraced comprehensive 
provisions authorizing the President to direct priority of trans- 
portation during the war, by himself or through such person as he 
might designate, or through the commission. The act authorized 
the carriers to maintain in Washington an agency empowered to 
receive his orders, and enjoined upon them the duty of carrying 
out his orders promptly under penalty for knowing and willful non- 
compliance. A carrier complying with any such direction for 
preference was exempted from civil and criminal liability by rea- 
son of giving the directed priority. 

It will be necessary to go back of the act of August 10, 1917, to 
resume the treatment of the priority situation. Immediately fol- 
lowing our entry into the war the General Munitions Board at- 
tempted, through a committee on priority, to guide giving of pref- 
erence in the manufacture of articles especially needed for war pur- 
poses, as with respect to the requirements of the Government for 
steel and other materials. 

About August 1, 1917, Judge Robert S. Lovett was made a member 
of the War Industries Board, which had been created by the Council 
of National Defense to take over the work of the General Munitions 
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Board and in general to coordinate the industrial requirements of 
the war. Mr. Lovett was given particular charge of matters of 
priority and had much greater authority than the old board had in 
this respect. Shortlv thereafter the President designated Mr. Lovett 
as administrative officer under the provisions of the act of August 
10, 1917. The duties of this office were to determine the relative 
importance of the various kinds of commodities so that materials 
and articles most essential be given precedence in transportation over 
others less important to the national interest. It will tend to define 
the problem to consider the nature of the actions taken by the prior- 
ities director under this law. 

The first act of the new office apparently had no connection with 
war materials, but was to avoid a threatened coal shortage in the 
Northwest. By his order August 20, 1917, he required both the rail 
and water carriers serving Lake Erie ports to give preference and 

riority to shipments of bituminous coal destined to ports on Lake 
Sees and Lake Michigan. This order remained in effect until 
December 1, 1917, when, having accomplished its purpose, it was 
revoked at the request of the fuel administrator. 

Order No. 2, dated October 27, 1917, prohibited the use of open-to 
equipment for the transportation of materials and supplies to be ised 
for construction or repairing highways, streets, amusement build- 
ings, or for the transportation of pleasure vehicles, furniture, or 
musical instruments, or of materials and supplies therefor. The 
order recited in substance that open-top cars were used for the trans- 
portation of these less essential commodities and articles to such 
an extent as materially to interfere with the more essentail trans- 
portation of coal, coke, ore, limestone, sugar beets, sugarcane, sor- 
ghum cane, and raw materials for use in the metal, sugar, and 
fertilizer industries. 

Order No. 3, dated November 2, 1917, required the railroads serv- 
ing the Utah and Wyoming coal fields to give priority to commercial 
coal movements to the territory lying west and northwest of the coal 
fields, subject to superior priority for railroad fuel, livestock, perish- 
ables, Government shipments, and smelting-plant requirements. 

Order No. 4, effective November 23, 1917, gave priority to ship- 
ments of cottonseed cake and meal to drought-stricken areas in Texas 
and New Mexico, subject to superior priority for livestock, perish- 
ables, human foodstuffs, railroad supplies and materials, coal, and 
Government shipments. This order was subsequently extended to 
other feed for cattle. 

Order No. 5, effective December 12, 1917, eave preference and 
priority in car supply and movement to the following commodities 
in the order shown: 

(1) Steam-railroad fuel for current use. 

(2) Livestock, perishable freight, food, and feed. 

(3) (a) Shipments of military supplies consigned direct to the Army, Navy, 
or Shipping Board, or to the allies, or to any cantonment or post, arsenal or 
navy yard, or shipments of materials to shipbuilders to construct Shipping 

oard vessels. 

(b) Other Government shipments as to which priority is asked. 


(4) Coal to and for by-product coking plants, and not subject to recon- 
signment. 
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This order also gave priority in movement only to— 


. (5) Shipments of coal to public institutions and retailers to domestic con- 
sumers; coal, coke, and raw materials to blast furnaces, foundries, iron and 
steel mills, smelters, manufacturers engaged in Government work, public utili- 
ties, flour mills, sugar factories, fertilizer factories, and shipbuilders; and 
paper, petroleum, and petroleum products. 

On December 22, 1917, structural material consigned to Army 
quartermasters for account of contractors engaged in emergency con- 
struction work was added to paragraph 3 (b). 

Evidently the policy of the administration contemplated the mini- 
mum of interference with the form of cooperative effort then being 
attempted by the carriers. Effective at midnight, December 31, 1917, 
all orders were suspended with the advent of Federal control. The 
priority director’s functions were taken over by the car-service section 
of the division of operation of the United States Railroad Adminis- 
tration. The orders of the priority administration were not revived. 

Priority in transportation is not to be confused with priority or 
preference in production and manufacture. The latter priorities 
were determined during the war by the War Industries Board 
through its priority division, which was also in charge of Mr. Lovett 
during the latter part of the year 1917 and first part of 1918. These 
priorities were controlled under the emergency legislation, which was 
enacted simultaneously with the enactment of the Lever Act of 
August 10, 1917, entitled— 


An act to provide for the national security and defense by encouraging the 
production, conserving the supply, and controlling the distribution of food prod- 
ucts and fuel. 

The national defense act was temporary in character and has since 
lapsed. Control of production, supply, and distribution of food 
products and fuel has a most marked effect upon the nature and 
extent of the demands upon the railroads. 

The use of the powers conferred by the act of August 10, 1917, was 
largely as to commercial movements. The question was mooted as to 
whether the general preference required for “the transportation of 
troops and material of war ” in the Hepburn amendment to section 6 
of the act to regulate commerce was not of equal standing, at least, 
with the priorities requirements of the act of August 10, 1917. Many 
priorities of individual character continued to be sought by various 
agencies of the Government to an extent graphically depicted in a 
report made by the chairman of the special committee on national 
defense of the American Railway Association to the Senate Com- 
mittee on Interstate Commerce, December 24, 1917, in response to a 
request from the Senate committee for “information as to the extent 
of the use of priority orders of shipments, and its effect on traffic.” 
The statement discloses practices which should not be tolerated in any 
future emergency. 

The use of requests for priority in car supply and movement has been very 
general for the past six months or more on the part of the Army, the Navy, and 
the United States Shipping Board. The original plan contemplated that the 
Commission on car service should be furnished with copies of all such requests, 
but the method of handling, especially by representatives of the Army, has been 
lax, and it is believed that there were a great many such requests made on the 
railroads, direct copies of which never reached us. Furthermore, much of the 
movement represented by these requests extends into the future, so that it is 


not possible to make any figures that would fairly represent the volume of 
traffic that has been handled by the railroads in compliance with requests for 
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preference. It is proper to state that the careless manner in which preference 
requests have been handled heretofore has now been corrected. 

As stated above, however, the blanks for the purpose were used freely and 
the volume of traffic handled in this manner was undoubtedly large; but it is 
quite impossible to state in figures what effect this has had on the movement 
of other traffic. It has, however, been a burden obvious to all in touch with the 
subject. The Pennsylvania Railroad reports that at one time 85 per cent of the 
traffic on their Pittsburgh division was handled under preference orders. It has 
been claimed also from time to time, especially by some of the smaller lines, 
that all of their available equipment was required to take care of Government 
shipments. 

The foregoing relates to preference shipments for account of the United States 
Government. Added to this have been shipments for account of the Allies, 
anounting to many thousands of cars, which have been given a degree of 
preference by special order. 

The same document requested the railroads to suggest changes in 
methods of administration. The first suggestion made for additional 
legislation in the reply submitted was for— 

The immediate appointment of a traffic officer to represent all important 
Government departments in transportation matters with whom the railroads 
can deal, to secure active Government cooperation, the prompt and orderly 
transportation of Government traffic, and avoid the excessive use of preference 
orders, Which congest traffic instead of facilitate it. 

The Interstate Commerce Commission about the same time an- 
swered the same committee's call for information “To what cause 
or causes do you attribute delays and congestions in traffic?” by 
specifying three causes, and as to the third, said: 

Lack of coordinated governmental regulation: The present regulation of 
transportation conditions and of matters necessarily affecting transportation 
is conimitted to several agencies authorized by Congress. It has the inherent 
weaknesses of a diversified control, no agency having complete authority to do 
what the situation requires. The fact must be recognized that the freight of 
all classes now requiring transpertation can not be successfully carried unless 
operating practices are so systematized as to get the maximum use of the 
available facilities. It is clear that unnecessary requirements for preferential 
movement must contribute to delays and congestions, and, while expedited 


service is imperative in certain cases, better results in the long run will be 
secured from a centralized regulation to promote general operating efficiency. 


ESCH CAR SERVICE ACT 


An important legislative factor throughout the critical period cul- 
minating with the assumption of Federal control was the Esch Car 
Service Act of May 29, 1917. With important modifications made 
by the transportation act of 1920 in the hght of the war experience, 
it is still in effect, and it forms the backbone of the present wide 
emergency powers possessed by the Interstate Commerce Commission. 

For proper evaluation of the effect of the Esch Car Service Act 
in 1917 and its probable future effect as modified, it is necessary to 
examine into the situation which brought it into being, and which 
also so largely forced the action taken by the President in assuming 
Federal possession and control. This will also throw light upon the 
desirable form of cooperative effort between the carriers themselves. 


TRANSPORTATION CONDITIONS PRIOR TO FEDERAL CONTROL 
From 1907 until soon after the war began in the summer of 1914, 


despite uneven distribution of cars and occasional periods of car 
shortage, the freight-car supply was generally sufficient. There was 
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slight incentive to require additional equipment, and idle cars deteri- 
orated on many lines. 

In 1915 came a great congestion at the Atlantic ports, but there was 
no car shortage. But the number of idle cars steadily declined, and 
by the autumn of 1916 there was a most acute car shortage. 


COOPERATIVE EFFORTS OF THE RAILROADS 


In the early spring of 1916 the commission suggested to the 
executives of the eastern railroads that they make some united and 
cooperative effort to improve the congestion. A united effort was 
organized, supported by the commission, and a fair measure of relief 
was secured. But when the peak demand came in 1916 for move- 
ment of grain and the winter supply of fuel, the car shortage was 
distressing. This led the commission to advise Congress that a rea- 
sonable degree of a desired and necessary improvement could be 
reached within any reasonable time only by vesting powers to regu- 
late these questions for all railroads in an appropriate central body, 
and also providing means by which rules and regulations promul- 
gated could be enforced. The Esch Car Service Act was the response. 

On November 4, 1916, in response to numerous complaints, the 
commission entered upon a formal investigation upon its own motion 
concerning the car situation. During the progress of the investiga- 
tion it was suggested to the carriers that prompt action be taken by 
their executives to relieve the deplorable conditions found to exist. 
- Responsive thereto, a committee of the American Railway Associa- 
tion was constituted, November 15, 1916, called the “ conference com- 
mittee on car efficiency,” with the duty to sit constantly in Wash- 
ington to deal with the car situation. That committee took up its 
work, but it developed that its directions were not being obeyed. 
On December 5, 1916, the executive committee of the American Rail- 
way Association delegated the work of the conference committee on 
car efficiency to the carriers’ commission on car service. It shortly 
appeared that this was an ineffective treatment of the situation. 
Accordingly, on December 28, 1916, the carriers were required to 
show cause why certain rules intended to effect a relocation and 
more efficient use of equipment should not be prescribed, and after 
hearing before the whole commission, on January 18, 1917, a report 
and order were entered. The commission said that in its judgment 
prompt relief could be secured through executive action; that the 
carriers should at once appoint a committee vested with plenary 
powers to secure a relocation of cars, and to cooperate with the 
commission at Washington. 

A third committee was sent by the executives of the railroads to 
Washington, but this had not the plenary power which the commis- 
Sion had suggested. Subsequently, at a special meeting of the 
American Railway Association various carriers entered into a car- 
service penalty agreement under which the subscribers agreed to the 
appointment of five members with plenary powers to cooperate with 
the commission. Certain important railroads were not in accord 
with the principles upon which the car-service rules were based and 
would not sign the agreement. Until April 5, 1917, despite the long- 
continued pressure by the commission, the carriers had not vested 
any committee with sufficient real power to deal with the urgent 
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transportation requirements of the country in a manner commen- 
surate with the gravity of the situation. 

To secure greater cooperation the commission called a conference 
with the carriers for April 5, 1917, the day before the United States 
entered the war. Simultaneously the Council of National Defense 
adopted a resolution which requested a call upon the railroads so to 
“organize their business as to lead to the greatest expedition in 
movement of freight.” Responsive to these calls there was created 
the so-called Railroad War Board, or the executive committee of the 
American Railway Association's special committee on national de- 
fense. The chief executives of the principal rail systems formally 
pledged that during the war they would coordinate their operations 
in a continental railway system, and would merge all their merely 
individual competitive activities in the effort to produce a maximum 
of national transportation efficiency. To this end they agreed to 
create an organization with general authority to formulate in detail 
and from time to time a policy of operation of all or any of the rail- 
ways, which policy they agreed to accept and make effective. An- 
other resolution agreed “to the direction of the executive committee 
in all matters to which its direction extends, as expressed in the reso- 
lution heretofore adopted.” The executive committee mentioned 
consisted of five railroad executives, who sat continuously in Wash- 
ington. They were recognized leaders in the industry. The rail- 
roads’ commission on car service was attached to and made subordi- 
nate to the war board. 

As has been shown, the Esch Car Service Act broadening the 
powers of the commission was approved on May 29, 1917. In the 
administration of the powers under the act, the commission availed 
itself fully and directly of the cooperative efforts of a part of the 
carriers’ commission on car service. in order to avoid the unneces- 
sary expense of duplication of work. The carriers appointed local 
car service committees at some 30 points throughout the country, 
and committees of shippers were similarly appointed at the same 
places with the aim of securing harmony and cooperation between 
shippers and carriers. Throughout the latter part of the year 1917 
the method of meeting the problem of car service and securing the 
maximum use of equipment was by cooperation between the com- 
mission, the transportation priorities director, the food adminis- 
trator, and the fuel administrator. These cooperative efforts 
undoubtedly mitigated, but did not completely meet the emergency 
situation. 


ACCOMPLISHMENTS AND DIFFICULTIES OF THE RAILROAD WAR BOARD 


In its report to the Senate Committee on Interstate Commerce, 
December 22, 1917, the chairman of the war board stated its accom- 
plishments, its hopes and difficulties, and suggested legislation 
deemed to be of immediate help to the railroads. The general state- 
ment was made that a large part of the work of the committee had 
been to stimulate the railroads to greater efficiency and to eliminate 
unnecessary competitive practices, largely through the agencies of 
the commission on car service and its subcommittees, whereby cordial 
and cooperative relations were established with the public. 
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Epitomizing the statement of “Some things the war board has 
done,” we have the following: 


1. Formulation of car-service rules; pooling box and coal-carrying cars; 
transfer of locomotives from line to line. 

2. Cooperative arrangements with commercial bodies, shippers, State com- 
missions, and organization of six departments coextensive with those of the 
Army and subcommittees of the car-service commission. 

3. Conducting an active campaign for the conservation of facilities through 
intensive loading of cars, locomotives, ete., and of increasing the efficiency 
cf the process of repair of equipment, and reduction in unnecessary passenger 
train-miles. 

4. Development of a policy relocating cars by ordering their movement 
empty; contact between the commission on car service and officials of the 
Interstate Commerce Commission, “ thereby subjecting all orders issued by the 
commission on car service to the approval of the Interstate Commerce Com- 
mission ” under the Esch Car Service Act. 

5. Creation of a coordinating committee on exportations, to assemble infor- 
mation in relation to bottoms for export shipments, in order to divert traffic 
where necessary to prevent congestion and expedite shipments, such as by the 
regulation of grain for export. 

6. Collaboration with the committee of the Council of National Defense. in 
the pooling of Lake cargo and tidewater coals. Attention was directed to the 
fact that the coal problem was largely one of distribution, and that unneces- 
sary long hauls resulted from the exercise of the shipper’s rights to route 
his traffic. 

7. Recommendation to the food administrator which resulted largely in the 
transfer of foodstuffs and other exports to the southern and Gulf ports. 

8. Steps taken to secure priorities in manufacture for materials required 
for the construction of locomotives and cars. 

9. Simplification of accounts between the carriers and the Government for 
transportation. 

10. Submission to the War Department of a simplified basis for military war 
tariffs and waybilling and assessing freight charges on Army impedimenta. 

11. Design of armored cars and special hospital and troop-train equipment. 

12. Preparation of mobilization charts for the movement of troops to the 
requisite points on the Mexican border, and Atlantic and Gulf ports, whereby 
more than 2,000,000 troops were moved. 

13. Systemization of settlements between the Government and the carriers, 

14. Creation of a subcommittee on express transportation to coordinate the 
work of the express companies. (Since the war the express carriers have been 
merged into two great systems.) 

15. Movement of 144.935 cars of materials and supplies for the Government 
and for the Shipping Board. 


Under the heading “ Some Things the War Board Hopes to Do” 
it stated, in substance, the following: 


1. To abolish the cross haul of coal. 

2. To remove a fruitful cause of congestion by securing coordination of 
Government shipping agencics. To this end it recommended that a Govern- 
ment traffic director be appointed, who shall coordinate all agencies of the 
Government concerned with the movement of freight, determine to what, if 
any, preference in movement they are entitled, and prevent conflicts in priority 
by routing all commercial as well as Government freight. 

3. To produce greater improvement in loading freight cars. Besides volun- 
tary action, this would involve curtailment of reconsignment privileges, reduc- 
tion in free time for cars, and increase in the penalties. 

4. To curtail passenger traffic by imposition of sufficiently restrictive rates. 

5. To increase the common use of terminals. 

6. To interest Federal authorities in the paramount necessity for providing 
and conserving railroad labor. 


Under the heading “ Difficulties That Have Hampered the Rail- 
roads ” in substance the board referred to— 
1. Unprecedented volume of business, freight, passenger. mail, and express. 


2. Serious congestion of eastern lines caused by abuse of way bill preference 
envelopes by Governinent agents. 
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3. Lack of motive power, influenced.by the military necessity for caring for 
the needs of the Nation's allies in the war. 

4. Additional tonnuge cast upon the rail lines by the impressment of steam- 
ships engaged in Atlantic coast traffic. 

5. The addition of the burden of anthracite tonnage by rail which had 
TA moved by water. 

6. Increase in rail trattic due to the diversion of water carriers through the 
Punama Canal to the trans-Atlantic service. , 

T. Shortage of skilled labor, which increasingly made difficult the problem 
of repairs to equipment, particularly locomotives. 


Under the heading “ Legislation Suggested” the following ap- 
peared, in substance: 


1. Immediate appointment of a traffic officer representing all Government 
departments, as previously indicated. 

2. Priority orders for 3,800 locomotives and 33,000 cars then on order, but 
undelivered. 


As to future needs approximating 2,000 locomotives and 150,090 
cars, the amount the railroads usually required each year, and rep- 
resenting at then prices a cost of approximately $500, 000 000, the 
board stated : 


While a number of the railroads are able to purchase their quotas of such 
equipment without aid, it is apparent that because the United States has 
necessarily occupied the investment market for war loans, as evidenced by the 
recent request of the Secretary of the Treasury that no new private financing 
Shall be undertaken without conference with him, the railroads generally can 
not next year provide through their usual channels for the acquisition of 
equipment and other possible additions to plant. They invoke, therefore, the 
cooperation and aid of the Government, through the Treasury Department and 
the Federal Reserve Board, to secure for them, on their own individual credit, 
the new capital found by the Government to be necessary not only for enlarge- 
ment of plant but for renewing maturing obligations. 

3. Increuse in rates in the eastern territory were necessary to meet increasing 
Operating expenses and strengthen railroad credit, and possibly, an increuse in 
rates in other territories. 

4. Railroad men drafted to be enrolled and assigned to railroad service until 
actually needed for military service. 


This statement was accurate so far as it went, but the War Board 
met other important and fundamental difficulties. It was a volun- 
tary organization, with no official status, and it had no power to com- 
mand leño to Its plans. Its rule was through suasion and appeal 
to patriotism. To an extent it used the powers given to the Inter- 
state Commerce Commission under the Esch Car Service Act but 
without recourse to mandatory process. The independent operation 
of the railways still largely persisted. To quote Prof. Frank H. 
Dixon (Railroads and Government, p. 117): 


It was perhaps natural that the War Board should proceed slowly in exer- 
cising renl authority. Anything in the way of unified action might have 
brought the reads under the condemnation of existing statutes, the antitrust 
act and the interstate Commerce act, * * œ 

Not until Novernber 24 (1916), when the emergency became too acute to be 
longer disregarded, did the board adopt “ revolutionary measures ” to relieve 
congestion on the eastern railroads. It then directed that all available facili- 
ties be pooled and that the railroads be operated as a unit “ regardless of their 
ownership and individual interests.” Doubtless the War Board moved as 
rapidly as support from the railroads warranted, but there could be no clearer 
evidence needed of the faet that cooperation in any genuine sense for war pur- 
poses Was not to be accomplished under private management. A locul com- 
mittee of executives was appointed for this eastern district which promptly put 
out drastic orders, including embargoes, diversions, and suspensions of passen- 
ger service. But it all came too lute * * *, 
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SPECIAL REPORT OF THE COMMISSION TO CONGRESS 


The situation became progressively more grave, so that the annual. 
report of the commission to Congress (which bore date December 1, 
1917, but by law was in the hands of the Public Printer by Novem- 
ber 1 preceding) was supplemented by a special report transmitted 
to each House on December 5. The commission detailed the facts 
as to the existing situation and reported that the situation did not 
permit of temporizing, and that placing and keeping the transporta- 
tion systems on the plane of highest efficiency could be secured only 
through unification of their operation during the period of the war. 
Two courses were presented for consideration of the Congress.? 

The commission thus stated the choice: 


If the unification is to be effected by the carriers, they should be enabled 
to effect it in a lawful way. To that end, in our judgment, the operation of 
the antitrust laws, except in respect of consolidations or mergers of parallel 
and competing Hnes, as upplied to rail-and-water carriers subject to the act 
to regulate commerce, and of the antipooling provision of section 5 of that act, 
should be suspended during the period of the war and until further action by 
the Congress. In addition they should be provided from the Government 
Treasury with financial assistance in the form of loans or advances for capital 
purposes in such amounts, on such conditions, and under such supervision of 
expenditure as may be determined by appropriate authority. As a necessary 
concomitant the regulation of security issues of common carriers engaged in 
interstate commerce should be vested in some appropriate body, as has been 
recommended in our annual reports, The rights of shippers to reasonable 
rates and nondiscriminatory service under the present jurisdiction of the 
commission need not be seriously interfered with by such unified control. 
Some elastic provisions for establishment of new routes would probably be 
needed. 

lf the other alternatives be adopted and the President operates the rail- 
roads as a unit during the period of the war, there should be, in our opinion, 
suitable guaranty to each carrier of un adequate annual return for use of 
the property, as well as of its upkeep and maintenance during operation, with 
provision for fair terms on which improvements and betterments made by 
the President during the period of his operation could be puid for by the 
carrier upon return to it of the property after expiration of that period. 


ASSUMPTION OF FEDERAL CONTROL 


By his proclamation December 26, 1917, the President, through 
the Secretary of War, assumed control at noon, December 28, 1917, 
of each and every railroad and railroad-controlled water line sys- 
tem of transportation and appurtenances thereof, located wholly 
or in part in continental United States. His action was in terms 
based upon the joint resolutions declaring the state of war with 
Germany and with Austria-Hungary, the Army appropriations act 
of August 29, 1916, and all other enabling powers he possessed. He 
designated a Director General of Railroads, and empowered him to— 
perform the duties imposed upon him, so long and to such extent as he shall 
determine, through the boards of directors, receivers, officers, and employees 
of said systems of transportation. Until and except so far ag said director 
Shall from time to time by general or special orders otherwise provide, the 


boards of directors, receivers, officers, and employees of the various trans- 
portation systems shall continue the operation thereof in the usual and ordi- 


2 One commissioner, while concurring in the statement of the gravity of the emergency 
and the need for unification, dissented from the possibility that such unification could be 
secured by the adoption of the first course described by the commission, and there is 
evidence there was some doubt as to whether the first alternative wus anything more 
than a logically possibie but not feasible course. 
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nary course of the business of common carriers, in the names of their respec- 
tive companies. 

Until and except so far as said director shall from time to time otherwise 
by general or special orders determine, such systems of transportation shall 
remain subject to all existing statutes and orders of the Interstate Commerce 
Commission and to all statutes and orders of regulating commissions of the 
various States in which said systems or any part thereof may be situated. 
But any orders, general or special, hereafter made by said director shall 
have paramount authority and be obeyed as such. 

Sleeping-car companies were taken over as systems of transporta- 
tion along with the railroads. Wire and wireless transmission sys- 
tems, under the joint resolution of Congress approved July 16, 1918, 
were taken over by the President, and by proclamation, effective 
at midnight July 31, 1918, were placed by him under the control 
of the Postmaster General. Marine cable systems owned or con- 
trolled and operated by any company or companies organized and 
existing under the laws of the United States, or any State thereof, 
were taken over by the President by proclamation effective mid- 
night November 2, 1918. Eventually all these carriers and trans- 
mission systems were returned to their owners, and they will not be 
given further consideration herein. 

On January 4, 1918, the President addressed the Congress in ex- 
planation of the taking over of the carriers. He said: 

It had become unmistakably plain that only under Government admin- 
istration can the entire equipment of the several systems of transporta- 
tion be fully and unreservedly thrown into a common service without injuri- 
ous discrimination against particular properties. Only under Government ad- 
ministration can an absolutely unrestricted aud unembarrassed common use 
be inade of all tracks, terminals, terminal facilities, and equipment of every 
kind. Only under that authority can new terminals be constructed and de- 
veloped without regard to the requirements or limitations of particular roads. 


He said also that it was— 


right and necessary that the owners and creditors of the railways, the holders 
of their stocks and bonds, should receive from the Government an unqualified 
guarantee that their properties will be maintained throughout the period of 
Federal control in as good repair and as complete equipment as at present, 
and that the several roads will receive under Federal management such 
compensation as is equitable and just alike to their owners and to the general 


public— 
and suggested as the basis of the compensation— 
the average net railway operating income of the three years ending June 30, 
1917. 
FEDERAL CONTROL ACT 


Legislation in aid of the President’s action was forthcoming in the 
Federal control act of March 21, 1918. The chief objects of that act 
were: 

1. To confer authority upon the President to make agreements 
with railway companies touching compensation which the Govern- 
ment shall pay or guarantee for the use of the property during the 
period of Government possession and operation, for its maintenance 
in the meanwhile, and for its return at the end of the period in as 
good condition as when taken. | a 

2. To provide a method and tribunal for the determination of the 
just compensation for the use of the property in the event the 
President and any railway company are unable to agree with respect 
to compensation. 
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3. To provide for such additions, betterments, or extensions as may 
be necessary in order to make any given railway property adequate for 
the needs of the war, and, incidentally, to create a fund out of which 
pe a for such additions, betterments, or extensions can 

aid. 

£ To declare where the rate-making power for general commerce 
shall rest during the time of Government possession, control, and 
operation. 

5. To fix the period of Government possession, control, and 
operation. 

The Federal control act in terms declared to be emergency legis- 
lation enacted to meet conditions growing out of war. 


STAGES OF FEDERAL CONTROL 


It is not the purpose to attempt even to epitomize the events of the 
Federal-control period. It came to an end at 12.01 a. m. of March 1, 
1920, under the provisions of the transportation act, approved 
February 28, 1920. It had two distinct active phases—excluding 
from present consideration the period of liquidation—the first, which 
continued until May 21, 1918, was virtually one of control; the 
second, which began on that date and continued to the end of the 
control period, was one of control and operation. The point of 
complete departure was the determination of the director general to 
place a Federal manager in direct charge of each property for 
operating purposes, who should report to the director general’s 
regional director, and who was required to sever official relations with 
his corporation and to become an exclusive representative of the 
Railroad Administration. After this was accomplished operation by 
the administration was in all respects as if the properties had been 
in the common ownership of the director general, subject only 
to the limitations imposed in the Federal control act. Prior thereto 
his actions were largely those of supervising control. 


EARLY GENERAL ORDERS OF THE DIRECTOR GENERAL OF RAILROADS 


The orders which the emergency required the director general 
to issue in the early stages of Federal control are of interest. 

General Order No. 1, of December 29, 1917, supplemented the 
proclamation of the President. In addition the director general 
ordered that until further order (1) all officers, agents, and employees 
of the transportation systems might continue in the performance of 
their present regular duties, reporting to the same officers as hereto- 
fore, and on the same terms of employment; (2) that retirement 
from employment should be upon usual and seasonable notice to the 
proper officer to the end that there might be no interruption or 
Impairment of the transportation service required for the successful 
conduct of the war and the needs of general commerce; (3) all 
transportation systems covered by the proclamation were to be oper- 
ated as a national system of transportation, the common and national 
needs being in all instances held paramount to any actual or sup- 
posed corporate advantage—all terminals, ports, locomotives, roll- 
Ing stock, and other transportation facilities were to be fully utilized 
to carry out this purpose without regard to ownership; (4) the desig- 
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nation of routes by shippers was to be disregarded when speed and 
efficiency of transportation service might thus be promoted; (5) 
traffic agreements between carriers were not to be permitted to inter- 
fere with expedited movement: (6) through routes, not bie | 
established, were to be established and used whenever expedition and 
efliciency of traffic would thereby be promoted; (7) existing schedules 
and rates and outstanding orders of the Interstate Commerce Com- 
mission were to be observed, but conflicts therein with the purposes 
of the proclamation or with the general order of the director general 
should be brought to his immediate attention. 

General Order No. 2, bearing the same date, notified the chief 
executives of the railroads that until otherwise directed no changes 
tn the present methods of accounting as prescribed by the commis- 
sion would be required, and to close the accounts to their companies 
roe December 31, 1917, and open as of January 1, 1918, as there- 
tofore. 

General Order No. 3 related to free time for loading and unload- 
ing commodities, and increased demurrage charges and penalties. 
It was canceled January 29, 1918, by General Order No. 7, which 
was amended several times. 

General Order No. 4, of January 18, 1918, classified the railroads 
into three groups and established regional directors, and provided 
that orders issued by the regional directors would be issued by author- 
ity of the director general and respected accordingly. 

General Order No. 5, of January 18, 1918, created a railroad wage 
commission to make a general investigation of the compensation of 
persons in the railroad service. 

General Order No. 6, of January 28, 1918, ordered that the car- 
riers’ operating revenue should not be expended (1) for the payment 
of agents or other persons employed to affect legislation; (2) for 
the employment of attorneys not actually engaged in the performance 
of ney legal work for the company; (3) for the payment of 
expenses of persons or agents constituting associations of carriers 
unless such association was approved in advance by the director 
general: (4) for any political purpose, or to influence the election of 
any person or affecting any public measure. He also directed that 
free passes or transportation should not be issued except in con- 
formity with the act to regulate commerce. Upon the advice of the 
Interstate Commerce Commission, this latter provision was slightly 
amended by supplemental order of March 26, 1918. 

General Order No. 8, of February 21, 1918, required full com- 
pliance with the safety acts of Congress; deprecated overtime em- 
ployment, but authorized it in case of emergency, and related to terms 
of employment and compensation. 

General Order No. 9, February 23, 1918, related to the creation of 
additional offices and the filling of existing offices of the carriers, 
and required the director general’s approval as to certain higher 
officers. 

General Order No. 10, of March 14, 1918, related to the inventory 
of ns and supphes as of the beginning of the Federal-control 
period. 

General Order No. 11, of March 16, 1918, prescribed universal 
interline waybilling in standard forms. 
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General Order No. 12, of March 21, 1918, prescribed rules to be 
observed with respect to all railroad work involving charges to 
capital account. 

General Order No. 13, of March 22, 1918, ee an understand- 
ing with the “ Big Four” railroad brotherhoods for the basis of 
compensation and regulation of employment. 

General Order No. 14, of March 27, 1918, directed observance of 
the daylight savings law. 

General Order No. 15, of March 26, 1918, stated the requirements 
to be observed in respect of the construction, maintenance, and oper- 
ation of new industry tracks, and the operation and maintenance 
of existing industry tracks. 

General Order No. 16, of March 28, 1918, ordered that the Presi- 
dent of each company should be treated by the administration as 
to the company’s principal executive authority in all matters of 
operation under Federal control, and ousted the chairman of the 
boards of directors or committees thereof from exercising functions 
connected with the operation of the railroads under Federal control. 

General Order No. 17, of April 3, 1918, prescribed regulations 
as to recording and aecounting for all transactions which arose 
during Federal control. 

General Order No. 18, of April 9, 1918 (afterwards twice 
amended), prescribed that suits against carriers while under Federal 
control must be brought in the county or district where the plaintiff 
resided or the cause of action arose. 

General Order No. 19, of April 13, 1918, related to the continuance 
in service of the officers, agents, and eminent employees of certain 
coastwise steamship carrriers which had been taken over by the 
President’s proclamation, as of April 13, 1918. 

General Order No. 20, of April 22, 1918, directed discontinuance 
of technical and arithmetical examination and checking of operating 
bills and statements of accounts. 

General Order No. 21, of April 22, 1918, prescribed regulations 
for apportioning freight revenues to individual carriers subject to 
Federal control which performed interroad freight service. 

General Order No. 22, of April 22, 1918, appointed a general man- 
ager for the New York Canal section of the administration. 

General Order No. 23, of May 2, 1918, required a weekly cash 
report by each carrier subject to Federal control. 

General Order No. 24, of May 16, 1918, as to the renewal of expiring 
fire insurance policies. 

General Order No. 25, of May 20, 1918, was designed to place the 
collection of transportation charges by federally controlled carriers 
on a cash basis and to discontinue credit accommodations in conflict 
with the regulations prescribed. 

This summarizes the general orders entered to the beginning of 
the second stage of the administration’s activities, when, by the re- 
quirement that Federal managers sever their corporate connections, 
operation by the administration was assumed directly and fully. 


CHANGES IN FUNCTIONS OF COMMISSION EFFECTED BY FEDERAL CONTROL 


The legislative foundation for operation of the carriers under Fed- 
eral control was the Federal control act. In important particulars 
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it modified or extended the functions of the commission, and in other 
respects imposed new duties upon it. The initiative in the promul- 
gation of rates was taken from the carriers and lodged in the director 
general, and the commission was deprived of power to suspend rate 
changes for investigation as to their legality. Important rights of 
the shippers, as with respect to the choice of routes, were denied to 
them, and a number of important sanctions which had been thrown 
around the traffic of the carriers were swept away. General Order 
No. 28 increased the freight rates and passenger fares generally 
throughout the United States upon federally controlled roads. In- 
numerable individual changes of wide or narrow scope were made 
under his freight rate authorities. The rates and fares he prescribed 
became the governing rates of the country, and remained as such 
until further increased by the order of the commission in 1920, after 
the termination of Federal control. However, late in 1918 cases came 
on for determination before the commission, which necessitated an 
interpretation of portions of section 10 of the Federal control act, 
and the commission resumed its previous function of passing upon 
the legality of rates under the tests of the act to regulate commerce. 

In many important respects the commission, either collectively or 
by individual commissioners, in addition to its regular duties, prose- 
cuted important studies and inquiries at the request of the Director 
General, the results of which were available to him. The law pro- 
vided that he might avail himself of the advice, assistance, and co- 
operation of the commission and of the members and employees 
thereof, and a number of investigations were instituted and prose- 
cuted to a conclusion for him, and the counsel of the commission 
was given in many important matters. 

As a matter of administrative routine the commission was re- 
quired to certify the net average railway operating income as the 
o basis for negotiations as to compensation between the 

irector General and the carriers. Members of the commission and 
of its force served upon many boards of referees for the determina- 
tion of particular controversies. 


THE COST OF FEDERAL CONTROL 


The report of the Director General of Railroads shows a net profit 
and loss deficit growing out of Federal operation of transportation 
systems by the Director General as $1,092,584,354.56, on December 
31, 1930. This sum does not include payments under the six months’ 
guaranty period after termination of Federal control which was 
provided by the transportation act, 1920, the certifications under 
which have amounted to about $529.000,000. Under section 204 of 
the transportation act an aggregate of about ten millions of dollars 
additional has been certified. There is still $49,160,941 outstanding 
on loans made under section 210 of that act. 

Such figures may be misleading if it is not kept in mind that it 
was the policy of the Railroad Administration to keep down rates. 
Had freight and passenger charges been more promptly advanced, 
or had they been increased more, the net operating income of the 
Railroad Administration would have been larger and there would 
have been a smaller sum payable for the six months’ guaranty. 
Correspondingly, shippers and travelers would have paid more than 
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they did. In other words, the so-called cost of Government control 
is merely the sum that the people of the United States, through 
their representatives, paid in the fora of taxes instead of as increased 
rates and fares. It is a matter of incidence of these costs. The true 
cost of Federal control is not stated, but would be found in the 
extra accounting, litigation, and in wastes of whatever kind inci- 
dent to the change into and out of Government operation, and to 
Government management in so far as it may have been in its net 
effect more wasteful than private operation under war conditions. 

Should war come upon us again with some degree of Federal 
control, the cost, expressed in terms of direct hability of the Gov- 
ernment under the fifth amendment, will be largely determined 
by the character of the control exercised. It may vary according 
to the nature of the taking and utilization, from merely nominal 
damages, not recoverable from the Government, to the full rental 
value of property completely utilized or actual value if the dis- 
possession be complete and permanent. 

The just compensation to be awarded is to be measured by the loss 
caused to the property by the taking. The carrier is entitled to 
receive the value of what it has been deprived, and no more. If 
there is a merely technical control of the property by the Govern- 
ment of such a character that it does not cause any loss to the carrier, 
such control does not justify the award of anv compensation. 
(Marion € Rye Valley Ry. Co. v. United States, 60 Ct. Cls., 230; 
affirmed, 270 U. S. 280.) 

That obedience to the preference and priority orders of the com- 
mission may be required by Congress, consistently with the fifth 
amendment, is clear. (Avent v. United States. 266 U. S. 127; 
United States v. P. Koenig Coal Co., 270 U. S. 512.) It is to the 
substantial pecuniary adv antage of the Government, in minimizing 
the cost of war, that interference with the use and operation of rail- 
way properties shall be kept to the unavoidable minimum, and that 
so far as may be, the necessary control be exercised within the 
acknowledged limits of the commerce power of Congress, and the 
police power of the States, in a manner short of actual sequestration 
and appropriation of property. 


RECOMMENDATIONS OF THE COMMISSION AS TO LEGISLATION IN ANTICI- 
PATION OF RETURN TO PRIVATE OPERATION 


Soon after the armistice the Committee on Interstate Commerce of 
the Senate requested the commission to designate a member to pre- 
sent at the hearings of the committee ‘ ‘available data and other 1n- 
formation bearing on the railroad situation in the country.” The 
designation was made, and statements authorized by the commission 
were presented to the committee. As the recommendations voiced 
the views of the entire commission with the exception of one member 
who presented somewhat divergent MEWS: extracts from the state- 
ments will be of value: 

In our last annual report we said, with rezard to the future of the railroads, 
that whatever line of policy is determined upon the fundamental aim or pur- 
pose should be to secure transportation systems that would be adequate for the 
Nation's needs even in time of national stress or peril and that will furnish 
to the public safe, adequate. and efficient transportation at the lowest Cost con- 
sistent with that service, and that to that end there should be provision for 
the following: 
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1. The prompt merger, without friction, of all the carriers’ lines, facilities, 
and organizations into a continental and unified system in time of stress or 
emergeney. The thought underlying this is that. in the light of recent ex- 
periences, the President should be by law authorized in time of national stress 
or peril to assume possession, control, and operation of the transportation 
systems of the country to such extent as may be necessary to serve and protect 
the general public safety and welfare. Such action was found to be essential 
about one year ago. It is hoped that such an emergency will not again arise, 
but it seems wise to provide for it if it should come, and that all cavil and 
controversy as to the lawful power to act should be, by statute, set at rest. 
The Franco-Prussian’ War led the British Government to provide by law in 
1871 a plan for taking over for guvernmental needs the railrouds of Great 
Britain. It did not need or use that power until in connection with the World 
War which began in 1914. The further thought is that there may possibly 
arise a national stress or emergency, not the direct outgrowth of a war in 
which we are engaged, which would warrant and justify the exercise of such 
a power. If the power is provided by law it does not necessarily follow that 
it will be used, and it must be presumed that no President would exercise it 
except upon appropriate or proper occasion. 

2. Merger within proper limits of the carriers’ lines and facilities in such 
part and to such extent as may be necessary in the general public interest 
to meet the reasonable demands of our domestic and foreign commerce. * + * 

3. Limitation of railway construction to the necessitirs and convenience of 
the Government and of the public and assuring construction to the point of 
these limitations. * * * 

4. Development and encouragement of inland waterways and coordination of 
rail and water transportation systems. * * + 


Legislation followed only after a long succession of committee 
hearings which took a wide scope, and upon mature deliberation both 
in committee and upon the floor. The result was the transportation 
act, 1920, which provided for the return of the carriers, the adjust- 
ment of matters growing out of Federal control, and so considerably 
amended the act to regulate commerce that it became known for the 
future as the interstate commerce act. 


TRANSPORTATION ACT, 1920 


If weight is attached to the contemporaneous opinion of the com- 
mission, it is desirable to consider the extent to which the recom- 
mendations of the commission were met in the enactment of the 
transportation act, 1920, and how far that act undertook to afford a 
remedy for problems which led to or arose during Federal control. 
The President’s proclamation announcing the date for the return of 
the railroads to their owners was followed by emergence from con- 
ference of the bill which became a law February 28, 1920, and which 
for the first time undertook to round out a comprehensive regula- 
torv plan. There is no necessity for extended examination of many 
of the features of the act, other than to indicate the extent to which 
it attempted to meet impediments of law which existed in 1917. 

1. It provided means for a limited legalization of pooling of trafħe 
and earnings. l 

2. Complete power to make, alter, and suspend car service rules 
was lodged in the commission. The question as to the commission’s 
power had been mooted, and was one deterrent from action by it in 
an adversary capacity in 1917 while the car service commission of 
the war board was undertaking to control the situation by coopera- 
tion with the roads and with the commission. 

3. Emergency powers of sweeping character were lodged in the 
commission to give directions as to priorities. embargoes, common 
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use of terminals, and motive power; over the routing and rerouting 
of traffic, and in the creation of temporary through routes. The pro- 
visions for priorities, however, are not so broad in respect of the 
classes of carriers affected as were the provisions of the priorities 
act of 1917, which lapsed with the termination of the war. ‘The com- 
mission is now authorized, in the exercise of some of these powers, 
to give its directions through such agencies as it may delegate for 
the purpose. It may to the extent it deems proper utilize the services 
of an agency such as the American Railway Association. 

4. The transportation act did not suspend in any particular the 
antitrust acts, except to the extent that the accomplishment of con- 
solidations, mergers, and acquisitions of control under the scrutiny 
and authority of the commission relieves from the operation of con- 
trary acts, and as far as pooling may now be permitted. 

5. A complete plan was effectuated for the control and approval of 
railroad securities. 

6. The commission may require the acquisition by a carrier of 
facilities to perform its duties as to car service, and to extend its 
line, though the extent of the latter power is doubtful and is in 
litigation. 

7. Provision was made for the merger of four principal express 
companies into one, which has since been accomplished. 

8. The commission is authorized to avail itself of the cooperation, 
facilities, and services of the State commissions. 

9. Administrative machinery was set up for the adjustment of 
controversies as to wages and conditions of employment of railroad 
employees. The operation of the machinery proving unsatisfactory, 
the present tribunal, the Board of Mediation, was created in sub- 
stitution, with functions of mediation rather than mandate, and with 
less centralized authority. 

10. The rate functions of the commission were fully restored. A 
congressional declaration as to the rule of ratemaking was formu- 
lated. Under it, and within five months from the end of Federal 
control, in a normal manner, after full hearing, rate increases were 
authorized to compensate for the unduly low basis left by the Rail- 
road Administration at the termination of Federal control, and for 
the subsequently authorized wage increases and readjustments. 

11. An elaborate system of guaranties provided for the financial 
transition during the six months period following Federal control; 
and many short-line carriers received compensation for what was 
deemed to have been rather summary treatment they received. 

12. Provision was made for the ascertainment and liquidation of 
accounts between the carriers and the Government growing out of 
Federal control. 


SERVICE EMERGENCIES IN 1920 AND 1922 


The transportation act has been in operation more than 11 years. 
It has stood the test of the courts in all respects. Those features 
which were intended to afford a remedy in times of transportation 
emergency were given a thorough test in actual administration in 
1920 and again in 1922, under circumstances of such difficulty as to 
be comparable with those which occur in war. They have been 
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proven to be effective, and have been sustained against judicial at- 
tacks. (Avent v. United States, 266 U. S. 127; United States v. 
P. Koenig Coal Co., 270 U. S. 512; United States v. Michigan Port- 
land Cement Co., 270 U. S. 521.) About $200,000 has been collected 
in fines imposed by Federal courts upon convictions on indictments 
for violations of the commission’s service orders. In anv future 
emergency, the public example of the imposition of a single fine of 
$50,000 will insure that the commission’s service orders will be treated 
with a respect which no voluntary body could secure by moral 
suasion or appeals to patriotism. The grant of emergency powers, 
however, is construed by the courts strictly. The very detail in 
which the subjects of such powers have been specified precludes 
extension to other subjects by implication. Congress has not given 
the commission a general power to deal with emergencies. (Peoria 
& P. Union Ry. Co. v. United States, 263 U. S. 528.) 

In the evaluation of the results of the administration of the service 

rovisions of the transportation act in 1920 and 1922, it should be 
aoe in mind that the problems presented were as much those of 
distribution as thev were of transportation. It was the realization 
that there was no peace-time machinery under the law for the con- 
trol of distribution during a national emergency that forced the 
utilization for such purposes of the powers of the commission over 
transportation. But the commission is not created for the purpose 
of determining questions of public policy and public interest in 
matters of production or distribution. Its function is to administer 
the interstate commerce act impartially in the interest of all, and 
not to pick or choose between shippers or traffic. To meet this 
situation in part, the President in the 1922 emergency created a 
committee on fuel distribution, which functioned until succeeded by 
the administrator appointed under the fuel antiprofiteering act of 
1922. There was, therefore, in 1922, a responsible officer, first desig- 
nated by the President. subsequently given authority of Congress, 
who could speak as to the public interest as involved in production 
and distribution. This greatly simplified the 1922 problem as com- 
pared with the complex situation in the 1920 emeregencv when no 
such machinery was provided, and when the commission created to 
facilitate commerce had forced upon it the unwelcome dutv of 
determining in time of great stress what transportation should be 
afforded. and what should be denied. For this action it assumed the 
responsibility and the criticism which followed in unstinted measure. 
The experience of 1920 and 1922 clearly suggests the need in such an 
emergency for a single authoritative public voice to state the problem 
from the national standpoint. 

To put the experiences of the late war to profitable future use 
we must consider the circumstances, legal and economic, which ap- 
plied then, and weight them to compensate for the many subsequent 
changes. 

Since the war there has heen a marked betterment of the adminis- 
tration machinery provided by law for the handling of emergency 
transportation situations, and that machinery has been tested under 
conditions of great stress and found to be workable. Economic 
changes which have been so forceful as to amount to a second 
Industrial revolution are still in progress. 
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In looking to the future in terms of past experience we must rec- 
ognize the great increment to the transportation plant of the coun- 
try in the last 14 years. (1) There have been marked increases in 
the efficiency and size of the operating plant of the railways; (2) the 
water tonnage has increased both in foreign and domestic service; 
and inland waterways which were hardly more than projects have 
become actualities; (3) the incredibly rapid development and wide- 
spread use of motor truck and autobus service, upon a highway sys- 
tem enormously expanded and improved since 1917; (4) the advent 
of the airplane as a commercial factor; (5) the development of the 
system of pipe lines conveying oil or gas, and petroleum products; 
and (6) the long-distance transmission of electric power. These 
facts have the effect of either increasing the capacity of the rail- 
roads’ plant, or of taking away from it huge amounts of traffic 
which but a short time ago could move only by rail. It seems in- 
concelvable that the railroads can again be subjected to such a 
strain as was put upon them in 1917. 

The entire lack of training of industrial personnel and manage- 
ment in meeting such emergency conditions as we faced in 1917 was 
a decided factor in the then inefficiency and resulting confusion and 
congestion. Attempts to meet the emergency trained the personnel 
and management of carriers, of shippers, and of the administrative 
branch of the Grovernment as well. 

Premising these greatly changed conditions, it is not probable 
that any emergency ioa now within range of vision would 
call for any such degree or similar kind of Federal control as was 
required during the late war. If a military emergency should 
come, we know that the more that cooperation in service assimilates 
itself to unification the less will be the cost and the more efficient 
will be the service and the less the disturbance of usual economic 
relations in the country. Unification should be sought as soon as 
the emergency arises. To permit prompt and unhesitating action, 
war carriers or shippers should not be subject to the penalties of the 
antitrust acts for things they do in response to the emergency request 
or demand of the President or other agency of the Government. 

At as early a stage in the emergency as possible, an officer or agent 
should be designated by the President, with functions which might 
be termed those of a director general of transportation. He should 
carry the authority of the President and Commander in Chief; he 
should act as the coordinating agent between all branches of the 
military and civil establishments, and carriers of all descriptions— 
rail, water, highway, air, or pipe line—individually or collectively, 
so far as transportation is concerned and as may be deemed .neces- 
sary. To that end he should be able to formulate the problem set 
to be met by the carriers and by the regulatory bodies, Federal and 
State, and he should speak responsibly and definitely as to where 
the public interest lies in respect of transportation, and as to pro- 
duction and distribution, so far as affected by transportation. 

Three distinct courses would be open to the President as Com- 
mander in Chief to coordinate the agencies and resources of the Gov- 
ernment and of the carriers: 

1. Utilization of the existing agencies provided by law, particu- 
larly by the use of his own statutory powers as to the order of 
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priority through his Director General of Transportation and by use 
of mandatory expanded emergency powers of the commission in the 
execution of the plan. Exercise of these powers may be supple- 
mented by such voluntary cooperation through organizations of car- 
riers as he accepts. 

2. Acquisition of possession and control under the Federal posses- 
sion and control act, and exercise of control in a manner which falls 
short of actual Government operation, as to selected carriers or 
groups of carriers, or to an extent limited so as not to oust the own- 
ers from the beneficial occupancy of their properties. 

3. Assumption by the President of possession and control and 
actual operation of particular systems of transportation or of all 
transportation systems. 

Of these possible courses, the first is the most desirable. The 
second course, of limited possession and control, should not be entered 
upon if utilization of the existing laws or agencies will meet the 
emergency; and the third, full possession and operation, should be a 
last resort. 

To minimize direct expense to the Government, control should be 
exercised under the regulatory power as far as possible, rather than 
by actual appropriation of property or of the beneficial use thereof 
under the war power. No formal guaranty of earnings or awarding 
of just compensation would be necessary unless what was done was 
equivalent to a ei of the property. 

Financing the needs of the carriers may be accomplished as was 
done during the transition period following Federal control. There 
was then created a revolving fund from which loans were made to 
necessitous carriers upon the certificate of the commission as to 
public interest and adequacy of security. It is not wise that a rail- 
road finance corporation should seek to raise large sums in compe- 
tition for funds with the Government. 

No opinion is expressed as to the adequacy of the existing ma- 
chinery for the adjustment of wage disputes between carriers and 
their employees. 

Some modifications of existing laws are desirable so that they 
may be available promptly if an emergency should occur. 

1. The Federal possession and control act of August 29, 1916, 
should be clarified so as to avoid uncertainty as to what is meant by 
“any system or systems of transportation” which the President 
takes under Federal possession and control. 

2. The commission should be permitted in time of war, with or 
without hearing, to authorize the pooling or division of traffic or 
earnings, regardless of the effect upon competition. The present law 
requires as a condition precedent that competition shall not be un- 
duly restrained. Exigencies of war may require competition to be 
done away with for the time. 

3. In time of war or threatened war the commission should have 
a summary power as to rates, similar to its emergency powers as to 
service and routes, so that it may promptly fix emergency rates 
limited to a period to be declared by the commission. The resulting 
rates should be subject to review and correction upon a complaint or 
investigation on the commission’s own motion, as in the case of rates 
established by the carriers in usual course. 
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4. The definition of “car service” and the scope of the interstate 
commerce act should be broadened so as to include other forms of 
transportation service in time of war or threatened war, and “ carrier 
by railroad ” should be made to include other kinds of carriers than 
railroads, so that the emergency powers of the commission as to 
service may cover all forms of interstate transport. Such broadening 
of power should be limited to the emergency period, evidenced by 
e legislative or executive proclamation under authority of 
law. No opinion is now expressed as to what the peace-time policy 
should be in this particular. 

5. Power should be vested in the President in time of war, and for 
a brief transition period thereafter, enabling him to readjust func- 
tions as between various executive and administrative departments 
and agencies of the Government. This was done by the temporary 
Overman Act of May 20, 1918. 

Secretary HurLeY. The next witness will be Dr. Robert M. Lovett, 
who is professor of English literature of the University of Chicago 
and associate editor of the New Republic. 


STATEMENT OF DR. ROBERT M. LOVETT 


Doctor Loverr. Mr. Secretary, members of the commission, the 
hearings before the commission under the joint resolution “ To pro- 
mote peace and to equalize the burdens and to minimize the profits 
of war” have been especially valuable in recalling the experiments 
and experiences of the late war in the matter of a nationally planned 
economy. 

In this particular the testimony of Mr. Baruch and Mr. Baker had 
an important bearing on the future, in revealing the extent to which 
such planning obtained the voluntary support and cooperation of 
producers and consumers alike. At the close of the war there was a 
strong feeling that this direction and control of enterprises basic to 
the life and comfort of the people should not be entirely abandoned. 
The experiments undertaken in the stress of war seemed to have a 
lesson for times of peace. They seemed to point toward a possible 
reorganization of national economy for the increase of efficiency in 
production and distribution, the reduction of waste, the equalization 
of risks and losses, as well as of opportunities and profits, in a society 
whose unity had been displayed in so decisive a manner. The word 
“reconstruction ” was then in common use. Some of us feel that it 
was a b error to scrap at a blow the machinery which had been set 
up and which was working every day more efficiently. It is our con- 
vıction that statutory, if not constitutional, authority should have 
been sought to perpetuate the results of a great effort in social engi- 
neering instead of committing the future without reservation to the 
individual activities of our “ high-spirited business men.” The effects 
of that lack of forethought were felt in the depression of 1920 and 
1921. They are felt to-day. | 

“ Peace hath her victories no less renowned than war.” She hath 
also her defeats, and these defeats are no less costly in hardship and 
pain, in loss of life and health, to the mass of people who sustain 
them than are the more spectacular exigencies of war. Fifteen 
years ago the late Professor Veblen published a book called “ The 


536 WAR POLICIES COMMISSION 


Nature of Peace,” in which with some irony he revealed the fear, the 
danger, the suffering, the loss of life by ordinary as well as acci- 
dental means, characteristic of industrial peace, in terms which 
almost made war seem preferable. Surely we are in a position to 
comprehend to-day something of the widespread misery which falls 
upon the people when the economic machinery goes wrong. We 
have no means of knowing what the actual casualties of the present 
depression are, but in view of the fact that they occur not only among 
the unemployed workers but also among those dependent on them, 
women, children, the aged, no one can doubt that they bid fair to 
exceed our losses in the war. 

Our present situation is simply this. The economic power of the 
country is in comparatively few hands. Figures given by Mr. 
Gardiner C. Means in the etica Economic Review for March 
show that 200 corporations, with assets each of over $85,000,000 in 
1927, directly controlled over 44 per cent of the assets of all nonfinan- 
cial corporations, numbering 302,993. The same 200 corporations 
probably received over 40 per cent of the total corporate income. 
These 200 big concerns were growing much more rapidly than the 
smaller ones between 1910 and 1927, and their rate of advance has 
pretty certainly been accelerated since the latter year. 

Upon this power. which we vaguely term “big business,” the 
livelihood and the lives of the mass of our people depend. Their 
welfare is a by-product of the prosperity of the few. Only when 
business is making money are they sure of employment. Profits 
take precedence over wages and salaries, except in the case of 
bonuses. And this power is without legal responsibility to the peo- 
ple dependent upon it. Surely in this state of affairs the people 
have the right to look to the Government for that direction and con- 
trol of the national economy which was so necessary and so prac- 
ticable in time of war. There is a special pertinence in calling atten- 
tion to the fact that the root from which the word “ government ” 
is derived appears in its Latin form in gubernare—to steer, to guide. 
The state should not be merely a means of coercion, an enforcer of 
prohibitions, still less a source of special privilege to special inter- 
ests, but the highest organ of cooperation among citizens for their 
general welfare. 

I trust that the commission will not charge me with using its 
hearings as a sounding board to set forth views of my own hich 
have no immediate relevancy to the subject in hand. On the con- 
trary, whatever may be said in favor of laying down on paper defi- 
nite patterns of direction and control between the Government and 
industry as a measure of preparedness applies with far more force 
to the policy of putting such plans into actual operation in time of 
peace. More than this, the value of cooperation between Govern- 
ment and industry depends obviously on maintaining the latter in 
full health and vigor. The strength of the nation is in its industrial 
capacity, and in the power of industry to sustain human life at a 
high standard. It would be futile to deny that the position of Amer- 
ican productive enterprise, in several directions is threatened by com- 
petition with systems which have an initial advantage over us in this 
matter of direction and control. Dictatorship, whether its source be 
proletarian or capitalistic, possesses this advantage over a democ- 
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racy—it can employ experts to an unlimited extent and conscript the 
people to obey their orders. o 

p to this time we have relied on the initiative, energy, and in- 
ventive genius of the American character, and on our preeminent 
natural resources, to keep us ahead, but it may be questioned whether 
these will always suffice. To take a single example, the Russian 
Government has set up experimental stations and model plantations 
for the growing of cotton in central Asia. Under the best selected 
conditions of soil, climate, water supply, and under the direction of 
experts in choice of seed and methods of large-scale cultivation, pro- 
duction has increased until next year Russia will buy almost no cot- 
ton from us, and the year after will compete with us in the world 
markets. The same is true in regard to wheat, oils, timber, though 
not yet of motor cars, radiators, and refrigerators. If we wish to 
maintain our industries in full strength for the welfare and protec- 
tion of our people in peace and in war, we can not overlook the 
necessity of a planned national economy. Mr. Baruch in his testi- 
mony before this commission stated : 

It is impracticable to maintain in peace any such powerful agency as is nec- 
essary in war to administer the gigantic effort of national economic mobilization. 

This may be literally true, but it is none the less true that such 
an agency, started with more limited functions to be increased as 
its operation proves beneficial, will greatly conduce to that national 
health which is the foundation of national strength. 

The commission will not expect me to elaborate in detail plans for 
the organization and operation of such machinery of direction and 
control as I hold to be necessary if the country is to maintain its 
economic health. The experience of the War Industries Board in the 
late war, summarized by Mr. Baruch, undoubtedly affords a ground 
plan and working model. I may refer to several recent articles in 
the New Republic dealing with the subject of a planned national 
economy, and may I explain here that I am editor of the New 
Republic only by courtesy. They keep my name in the box as a 
reminder of old times. I have no present interest in the paper. In 
the issue of March 4, 1931, Mr. George Soule outlines two bodies, 
an economic general staff and a national industrial council, the for- 
mer having— 
much the same relation to our economic activity which the staff has to the 
line in the Army. * * * It is a correlating and thinking agency. 

The national industrial council, on the other hand. would represent 
“the field troops of our economic activity; those who command and 
execute.” In a subsequent issue, that for March 11, 1931, Mr. Soule 
sketches the functions of such bodies as these—the regulation of pro- 
duction and distribution, direction of capital investment, the organi- 
zation of the labor market, and so forth. In an article in the same 
magazine for April 29, 1931, Mr. Lewis L. Lorwin further defines the 
program of a Federal economic council and describes the measures 
undertaken in other countries, notably in France and Germany. 
These articles are in direct line with the thesis which I am uphold- 
ing, namely, that efficiency for war is dependent on economic effi- 
ciency in peace; that planning for war is fully effective only when 
it is based upon planning for peace. I hope that I may be permitted 
to make these articles part of the record of these proceedings. 
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The question of amending the Constitution of the United States in 
order to obtain power for such organization of our national economy 
as is necessary for its full functioning either in peace or in war is 
one for constitutional lawyers. The chief obstacle to such organiza- 
tion is the existence of vested interests and the rights of private 
property. Private property is obviously of two kinds, that which 
exists by a sort of natural right through the application of labor to 
raw materials, as when a man makes a tool or a woman bakes a pie, 
and that which exists by law, as when the Government makes grants 
of public resources, or franchises, or protects profits by tariffs. The 
fifth amendment of the Constitution makes no distinction between 
these two kinds of property but declares that neither can be taken 
without compensation. Apparently no one who has appeared before 
this commission has seriously defended the taking of private prop- 
erty without compensation, or without allowing the owner a moderate 
profit on its operation. It has been suggested that reliance on 
implied powers is sometimes a safer resource than statutory or con- 
stitutional authority. It may be pointed out that the United States 
already exercises the right of extinguishing private property in the 
interest of the public good, in some cases by taxation, in others by 
prohibition of its use, in both cases without compensation. 

Undoubtedly, however, a firm declaration by constitutional amend- 
ment that private interests in property created by law are subject to 
the general principle of public welfare, which it is the object of all 
Jaw to conserve, would afford a broad base for the direction and 
utilization of economic resources for the general good, both in peace 
and in war. 

There are certain specific reasons why, in view of the announced 
purpose of the joint resolution under which this commission is 
created, viz, “to promote peace,” its recommendations should not 
take the form of “ war policies ” to be administered by the Secretary 
of War or his assistant. These doubtless have been in the minds of 
all concerned, although I have not seen them explicitly referred to. 
In the first place, such form suggests pointedly the political philos- 
ophy associated with Professor Treitschke and the House of Hohen- 
zollern, to the effect that the State comes into its full being, the 
complete exercise of its functions, and the realization of its purposes, 
only in war. Again, this country has taken the lead in offering to 
the world an instrument solemnly renouncing war as a means of 
adjusting international difficulties. Surely it will be regarded as a 
lack of faith in the promises of other nations to us, and in our own 
to them, if we commit ourselves to so far-reaching and fundamental 
an act of preparedness for war as plans for entering into control of 
industry for war purposes only would seem to indicate. It is par- 
ticularly unfortunate that within a year of the meeting of the Inter- 
national Conference on Disarmament we should give to the world so 
plain a demonstration of our skepticism in regard to the success of 
negotiated efforts for peace. 

he direction and control of industry in the interest of the general 
welfare is becoming more and more necessary in time of peace as it 
is in time of war. It would be, I believe, unfortunate to give plans 
in this direction the hall mark of war. In fact, a planned national 
economy conduces to the chief object of the resolution under which 
we are here—to promote peace. A century ago Cobden and the Eng- 
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lish free traders thought they had found a solvent for war in free 
trade. They were wrong. They did not foresee the export of capital, 
the struggle for markets, the various economic developments which 
have proved fruitful occasions of war. But surely they were on the 
right track when they argued that the causes of war must give way 
to concerted interests in prosperity, which, they were also right in 
arguing, must be a general condition in which the whole world par- 
ticipates. More than ever is it clear to-day that no nation lives to 
itself alone—that if one member sutfers, the others suffer with it. 

National planning must take account of international relations. 
Its ultimate end is the utilization of the resources of the entire world 
in the most efficient manner. Rationalization of foreign trade, appor- 
tionment of raw materials, direction of investments in foreign coun- 
tries all are means to this end. As national planning develops in 
other countries, and certain of them are already in advance of the 
United States in this matter, mutual arrangements will be easier to 
achieve. With this closer weaving of the economic fabric of human 
society, the relations of nations with one another will tend to become 
more stable, their interests more reciprocal, the dislocation of war 
more unthinkable. Thus I hope that my suggestions will seem to 
the commission relevant to the purpose and spirit of the joint resolu- 
tion under which it is constituted, viz, to promote peace, and to 
eliminate profits, and the temptation of profits from war. 

Secretary HurLeY. Does any member of the commission wish to 
ask Doctor Lovett a question ? 

Mr. CoLLins. The only question I want to ask the doctor is to 
inquire what position he now occupies. 

Doctor Loverr. I am professor of English in the University of 
Chicago. I am not an economist. 

Mr. CoLLixs. That is all. 

en Hurtey. That is all, Doctor, and thank you very much. 

Doctor Loverr. Have I the permission of the commission to in- 
corporate these articles from the New Republic, to which I have 
referred, as a part of the record ? 

Secretary Hury. Yes; they may be filed for insertion, to be 

rinted as a part of the record. 

(The articles referred to are as follows:) 


{The New Republic, March 4, 1931] 
NATIONAL PLANNING—THE PROBLEM OF CREATING A BRAIN FOR OUR ECONOMY 
A NATION WALKING BACKWARD 


For 150 years the eyes of the American people have been fixed on the mani- 
festos appropriate to a time when an infant capitalism was freeing itself from 
the womb of feudal aristocracy, declarations enthusiastically taken up by 
leaders in our own pioneer, agricultural, and revolutionary land. So preoccu- 
pied we have walked backward for a century and a half into a civilization of 
railroads, mass production, far-flung kilowatts, multistoried buildings, automo- 
biles, radio, centralized banking, nation-wide and world-wide markets. As 
we have walked we have frequently stumbled and cracked our skulls. Fumbling 
behind our backs we have invented all sorts of devices to surmount particular 
obstacles. The principles which our eyes have enshrined emphasize such things 
as the right and freedom of individuals to do as they please, particularly in 
economic affairs, complete separation between government and economic enter- 
prise, and the least possible government altogether. But the country we have 
backed into is characterized by the close dependence of individuals on one 
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another and on groups and by rapidly expanding government. The devices we 
have improvised in order to deal with it consist of controls of sorts which 
are meant to restrict, in one field or another, planless freedom. 

The distance between liberal-democratic slogans and the sort of world we 
now have is a commonplace, but it is not so commonly understood how many 
controls we have been forced to set up. We stumbled over cutthroat competi- 
tion and graft in railroads and created the Interstate Commerce Commission. 
We fell over money panics and built the Federal Reserve System. We ran into 
monopolistic dominance and experimented with the Federal Trade Commission. 
We dropped into the valley of agricultural depression and created the Federal 
Farm Board. We got caught in traffic and penned in narrow houses and 
began to zcne, to plan cities and regions. Nongovernmental controls of all sorts, 
too, have come—miergers, trade associations, cartels. No sooner do the bunkers 
denounce “artificial ” schemes to maintain prices as a cause of depression than 
they start a new one in sugar. These are merely examples of hundreds of 
existing controls. (I have not forgotten the tarifí—a block to freedom of trade 
dear to the hearts of business men who eloquently object to governmental 
interference with economic affairs.) 

Each of these agencies has been conceived much as if the situation with which 
it has to deal were an isolated and accidental phenomenon. We cling to our old 
slogans in general, while we throw out a new control in particular as a conces- 
sion to exigency. On principle, we have done no more controlling than was 
absolutely necessary, We grouse at the multiplicity of boards, and immediately 
set up another. We do this, not because we want to do it but because we have to. 
The controls, in many cases, work badly. But do we abolish them? Almost 
never. When we investigate the reasons for their faulty operation we have to 
give them more plan and more power. And, having done this, we declaim the 
bill of rights and pretend that the country behind us, into which we are retro- 
gressing by force of circumstances, is at last about to offer easy walking for 
unguided feet. 

Recently we have been glancing furtively over our shoulders—left or right. 
Why not turn completely about, and face the direction we are forced to take? 
This does not mean that we must fix our eyes as firmly on the slogans of a 
hundred and fifty years hence as we have been fixing them on those of the 
American Revolution. Telescopic exploration of the country ahead is necessary 
for laying a course, but alone it will not enable us to get over the next quarter 
mile. We must proceed from where we are. Nevertheless, it is reasonable to 
propose that we proceed. 

What does this involve? Instead of expecting that controls will be unneces- 
sary, We must expect that they will be increasingly necessary. Instead of 
stumbling over an obstacle once, twice, or a dozen times, and then clumsily and 
reluctantly devising a way to surmount it, we must see and avoid obstacles 
before we reach them. Instead of setting up dozens of unrelated controls which 
confuse and dismay us because each is regarded as an isolated, disagreeable, 
and accidental necessity, We must see that the prime need is master planning, 
something that will attack the problem of our society from the center as well as 
from the circumference. It has long been contended, and still is, that central 
planning is an impossibly intricate job, beyond the scope of human intellizence. 
I think it is less impossibly intricate than attempting to run a complex civiliza- 
tion without thinking, without an objective, without a plan, by a series of 
absent-mindedly devised and unrelated agencies and institutions. It is only too 
obvious that, under a theory which denies the desirability of control, and with 
a large number of essential but half-baked agencies of regulation, we have 
landed in a morass of injustice, waste, and misery both physical and moral. 
We can not abolish these agencies. To go on as we have been doing would he 
insupportable. The only other way is to turn about, to accept enthusiastically 
the job of establishing a plan as a task big enough, fascinating enough, and 
desperately enough necessary to call forth the full moral energy of the American 
people. 


A BRAIN FOR OUR ECONOMY 


Elsewhere I have said (to change the figure) that the major task of our 
civilization is to create a brain and a coordinating nervous system for our 
economie body, to organize our great economic organs. This is not an original 
observation: and it is being repeated, in one form or another, almost every day. 
The idea goes back to all the great utopias, which assumed that in some war or 
other an entirely new, different, and legical system could be brought forth adult 
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and perfect, like Venus rising from the sea. But its present widening circle of 
acceptance is not based on utopianism at all. It does not involve reversing the 
direction of our development, but completing it. It does not mean destroying 
everything we have, but making better use of it. It does not require changing 
human nature, but giving human nature an environment wherein it is not so 
frequently subjected to the maladies of maladjustment as it is to-day. Planning 
is humanly natural; it was exercised to a high degree on the self-sustaining 
farm, as it is now in the great and well-managed industrial unit. Cooperation 
for common ends is found in primitive tribes, in the activities of a domestic 
economy, in labor and farmer organizations, in some railroads and factories, in 
every modern state at war. The fascination of creative work for its own sake, 
the habit of organized activity, the satisfaction in public service—if these traits 
were not fully as strong as acquisitiveness and competitive desire fur supremacy 
aud power—our industrial civilization would not survive a week, in view of the 
relatively small number of people who ever have a chance any more to make 
protits or win economic prizes through business competition. 

Engineers, business men, economists, labor spokesmen, are continually sug- 
gesting special types of agencies to carry out this planning, to work out a 
national economie policy. These suggestions are not the private property of any 
one party, class, or school of thought; they come from many who take a realistic 
look at our economy and see where the logic of its development leads us. The 
proposals may be classified under one or the other of two general types of bodies. 
One may be called the economic general staff; the other may be called the 
national industrial council. These are not the same thing, although they are 
often confused in contemporary thinking; they should be carefully distinguished ; 
both, I believe, would be necessary in any attempt to plan. 

The economic general staff would have much the same relationship to our 
economic activity which the staff has to the line in the Army. It dues not direct 
soldiers in the field. It is not, in essence, an organ of command. It is a 
correlating and thinking agency. It should be a permanent body, continuously 
at work, composed of professionally qualified experts who are chosen solely on 
the basis of their expertness and the breadth of their judgment and intelligence. 
By putting together the statistics of economic behavior, now currently available 
in such large volume, by filling in the gaps and by conducting special researches, 
it would perform the elemental function of a brain—which is to collect at a 
common center the sensations and herve impulses from the body, to sort them 
out, to detect what is going on, and to forecast what is likely to happen. It 
would be connected with existing administrative or regulative agencies in order 
to see the tutal aspect of what they are doing and assess its worth, it would 
devise new agencies of control to remedy deep-seated troubles, it would plan 
activity to fulfill national purposes. 

The national industrial council would be a larger, delegate body, representing 
the field troops of our economic activity, those who do command and execute. 
It would be a connecting link between thinking and action. Its delegates 
would represent industries and occupations as well as administrative agencies 
of national and local governments. To it the information and recommenda- 
tions of the economic general staff would be fed. It would have to be intrusted 
With decisions as to policy; it would sanction or disapprove suggestions as to 
the objectives to be sought. If we were to have an economic dictatorship, such 
a body might be unnecessary, but since the job is to coordinate and educate 
existing authority, a body like this is indispensable. But it can not serve the 
purpose of a general staff. It will not be expert, it will be too large to do 
research, it will be divided in its interests and counsels. Its delegates must, 
of course, be drawn from labor as well as from management groups. They 
must be truly representative, not appointed by higher authority. Very likely 
it will have an executive committee, sitting continuously when it is not in 
session. 

At the beginning certainly such a body must be extraconstitutional in the 
sense that it can not have any formal Jexislative powers. If it wants to 
change existing laws, exercise governmental police powers, levy taxes, etc., 
it can only recommend such changes to Congress or legislatures. Likewise 
its decisions will have no force other than that arising from their own reason- 
ableness and the prestige of the constituencies represented’ over the action of 
governmental and industrial administrators. Both this body and the general 
Staff might be authorized by act of Congress, they might be called into being 
by the President, or they might be set up on a purely voluntary basis by the 
action of industrial leaders or groups which already exist. For a time their 
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chief function would be educational or experimental ; they might not be capable 
of doing much good, but they could not do much harm. 

The importance of such pieces of machinery does not lie in any probability 
that they would promptly eliminate all our troubles. Their importance lies in 
the fact that they would transfer to the national stage and bring into some 
relation with action the research and discussions concerning our economic 

iodicals, classrooms, 
t least a national 


affairs which now go on in private institutes, books, per 
and meetings. They would symbolize a national will, or a 
necessity to plan and control. There would be a body whose function it was 
to know what is going on and to make plans to deal with it. There would 
be a body whose function it was to formulate a national economic policy. 
Congress does not and can not do these things, partly because it has not the 
personnel and organization, partly because We strangely assume that its func- 
tion is political as distinguished from economic, that it must refrain from 
economic action except when such action is forced by some unexpected exigency. 
we should be impelled to 
they developed a policy we 


If these agencies failed to develop a policy, 

strengthen and improve them. And in So far as 

should have the advantage of having some policy even though it was not 
the best conceivable. We should be able to learn by an interaction of reflection 
and doing. which is really the only way to learn. We should be in the position 
of a child who by virtue of his tumbles learns to walk or by virtue of painful 
practice learns how to write. We should not, as at present, be in the position 
of an idiot, who no matter how unfortunate his experience cun not learn 


from it. 

We started the war with a volunteer coordinating agency. It was weak. 

ineifective, and productive of almost hopeless confusion. It did not tuke us 

long to learn what was necessary to make it effective; we began to integrate 

and organize real power to act. But the volunteer machinery Was necessary 
The pressure Of emergency is not so great now, 


as an educational process. 
or at least is not thought to be so great, as during the war. Probably we 
h surprised if the 


should not learn so quickly. But I should be very muc 
ultimate 0 > with eyes front were not a real 


utcome of this first forward ste] 
economic government with a large place in our constitutional system. 


THREE OBJECTIONS 


Progressives ought to be perfectly clear about their relationship to proposals 
of this sort. Such propusals are being made, and will continue to be made, 
whether we favor them or not. They might, just conceivably, be put into 
practice by Republicans or Democrats or big industrialists. Ideas in this realm 
and forces working toward the effectuation of these ideas are becoming part of 
the objective situation with which it will be necessary for anyone to deal if he 
wants to affect the course of affairs. Should progressives put themselves in the 
forefront of the agitation for national planning? Or should they oppose it? 
And, if planning agencies come into being, what should be the attitude of 


progressives toward them? 
Three major types of objection to the creation of central-planning agencies 
will be made by those who are dissatisfied enough with the existing state of 


affairs to examine with interest any proposal for change. 
from those who sincerely distrust centralization. Defense 


The first will come 

of “local autonomy,” “State rights,” “ voluntary cooperative effort,” and the 

like is often made by those who do not think but repeat traditions by rote as 

well as by those who do not want any public power, either Federal, or local, 

to interfere with positions of advantage or centralized control which they have 
nternational utility 


alrendy achieved. You will find these phrases on the lips of i 
bankers, and the rest. But there is also a 


holding company presidents, of great 

sincere distrust of encouraging incompetent individuals to dump their burdens 
on a central authority, of bureaucracy exercised at a distance by officials who 
do not understand local conditions, of thwarting experiment, local ways of doing 
things, individual effort. Are we justified by the efficiency OT probity of the 
officials we already have in intrusting them with still larger tasks? Do we want 
any more blunders like national prubibition? Don't we really need a far less 


centralized civilization? 
The answer is that good central planning and effective local action are not, 
mutually exclusive, but complementary. A general 
of the work proper to machine 


detailed direction 


in a machine civilization, 
ity and State governments. Even 
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a dictatorship could not successfully do that; the effort and ingenuity of the 
men on the job are understood to be most essential even by the leaders of 
such a drastic experiment us that of Soviet Russia. The president of the large 
corporation owning an aggregate of industrial plants could not tell every fore- 
man and worker how to do his job, nor does he think of trying. What he 
really does, if he proceeds according to the enlightened arts of administration, 
is to organize an intelligent interrelation among all these groups and all 
these men, so that in exercising their own effort they will not get in each 
other’s way. Work in process must flow smoothly from one department to 
another, orders for materials must be adjusted to output, output must be 
related to markets. Some types of research and testing, of accounting con- 
trol, of planning may be done for a group of plants but not for a single one, 
just as some may be done for a whole plant but not for a separate department. 
Without national planning the efforts of individual industries, plants, and men 
do obstruct each other grievously. Freedom is limited by the worst of dicta- 
torships—the result of a myriad unplanned activities which keep wages and 
incomes down, which prevent many from working at all. The true function 
of master planning is to substitute the determination of intelligence for the 
determination of chaos which now limits and thwarts local and individual 
initiative. Assuming that we want a decentralized culture, the only way to 
get it is by central planning. 

We should propose not to substitute central authority for powers now exer- 
cised by smaller units but to put central initiative in a void where powers 
are not now exercised by anybody, but arise blindly and destructive y. If 
we conceive the job in this way, we muy have fewer misgivings about entrust- 
ing it to existent human capacity. Part of what now looks like incompetence 
consists of the unsuccessful efforts of officials—public and private—to deal 
with forces outside their jurisdictions, forces which are too big for them and 
upset what they are trying to do. And the center of attention of the planning 
body would not be fixed simultaneously on all the details of a great national 
economy. Much of the work would go as it does now—and as it goes in the 
human body—controlled by individual initiative, habit, or unconscious reaction, 
through nerve ganglia or cerebellum. (Unconscious, I mean, in respect to the 
attention of the central brain.) Existing boards and commissions for recula- 
tion, as well as existing centers of industrial command, together with others 
to be created, would resemble these secondary parts of the nervous system. 

The second objection will come from those who regard any proposal to set 
up control before the establishment of socialism either as a step toward a 
fascist dictatorship or as a muddle-headed liberal proposal for amelioration 
which can not possibly work. The primary objective, they will say, in tones 
and emphasis varying according to the speaker, is to establish the power of 
the workers, or to abolish private ownership of the means of production, or to 
do away with the profit motive. The primary agency of change, they will 
declare, is the class struggle, whether in the economic or political re-lm, 
Nothing can be done so long as those who stand to gain either from lack of 
planning or from planning solely in private interest, are in positions of power. 

1 should not be greatly surprised if this prediction turned out to be correct. 
But it will not be accepted, in advance of trial, by many of those who must now 
be relied upon to Support and carry out the planning and control. It is therefore 
more useful, for the time being to regard such statements neither as true nor 
as untrue, but as hypotheses which may be tested only by experiment—or, if 
you prefer, as convictions which can have general force only as a result of 
social experience. So far the business order has not tried central planning, 
except in emergencies such as war. If a serious proposal to do so is indefi- 
nitely thwarted by those who hive the largest stake in the status quo, or if 
planning is tried and proved to be ineffective because private ownership 
and profit stand in the way of considered and recommended measures, or if 
planning is effective, but only for the aggrandizement of the rich, not only 
can the socialist point of view be substantiated, but the issues will be clearer 
to the public than they are at present. Now the class struggle is sporadic: 
at most times and in most places it exists chiefly in the minds of the theorists 
who think tt ought to be fundamental, If we should arrive at a revolut onsry 
crisis, the struggle misht become widespread and actual. But, in the absence 
of such a crisis, socialist agitation takes place in a moral vacuum. You hive, 
on one side, sonp-boxers and pamphleteers who tell the worker that he is 
oppressed by the capitalist. and, on the other side, capitalists and their retainers 
who contend with considerable show of reason that they can not be hell 
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responsible for the faulty operation of affairs. Even the moderate political 
advocacy of public ownership fails to arouse much support; the advantages 
of necessity of public ownership are difficult to prove; the issue is not joined. 
But if, in a general attempt to organize economic affairs, it is found that desir- 
able results can not be achieved in particular situations because private 
interesis block the path, there would be something of importance to struggle 
about. The conflict itself would be organized. And it might be a war of 
attrition rather than a “big push.” 

Nor need We assume as proved that not even a start can be made at central 
planning and control until first we have a communist revolution or elect a 
socialist administration. While there «re, undeniably, powerful forces which 
will stoutly resist these measures, there are other forces which may be ex- 
pected to advance them. After all, the business order is not that static thing 
Which agitators talk about when they denounce “capitalism ”; it changes and 
develops trom decade to decade. Thorstein Veblen took great pains to point 
out how business fosters technology, and how technology has motives and goals 
of its own which tend to negate the motives and goals of merely acquisitive 
business. The engineers have been disappointing as social revolutionists: 
nevertheless, it is inevitable that the great estate which industry bas developed 
Within itself, whose whole babit of life is founded on research and plan, will 
not stop when it has planned a few bridges, factories and railroads. Its habit 
and the contagion of its ideas are forces Which are almost certain to expaud 
und permeate our Whole system. 

There exist not merely a class conflict, but a conflict between ideas and 
dispositions Which goes on within classes and within individuals. Many of the 
most earnest exponents of a planned society, even if it is to conflict with profits 
and vested interests, are certain to be found among those whom an orthodex 
Marxian would scarcely recognize as true proletarians. And it is a common- 
place that our industrial “ proletariat” has been largely assimilated to a 
“bourgeois ” psychology. At present, and perhups for a long time to come, the 
idea conflict would appear to have more reality than the class contlict. It 
would be impractical to ignore it and overlook the social forces it can bring to 
bear, for the sake of exclusive loyalty to a theoretical class conflict which is 
now, from an orthodox socialist point of view, disappointingly absent in the 
realm of action. 

The third objection is a real obstacle. What shall be the objective of the 
planning? And, when alternative policies or contlicting interests are being 
considered, what criterion of choice cen be applied? Our war control did not 
have to worry much about this fundamental question. Enormous quantities 
of physical goods were in demand by national governments for fighting pur- 
poses. While conflicts arose among different types of requisition, there was 
always a possible decision as to what was most or soonest needed to help defeat 
the enemy. It Was a criterion not always easy to appiy, but at least it was 
positive and unquestionable, The Soviet Government in Russia has perhaps a 
somewhat more difficult task, but it has, in its 5-year plan, a pretty objective 
criterion. Everything else is subordinate to the construction of a modern and 
gigantice industrial plant. This is, in essence, like our war job, if one Substitutes 
eventual construction for eventual destruction, But we already have our plant, 
and we do not have an objective enemy against Whom we must throw tons of 
metal and explosives, with all the requirements that flow in the train of that 
effort. 

We can, of course, set up generalizations in lieu of an objective, like the 
* common interest,” or the “general welfare.” We can break these down into 
slightly more concrete aims, like industrial stabilization, or abolition of unem- 
ployment, or increase of the national income, or more equitable distribution of 
income. But two observations at once arise, as we begin to state our aims 
with any approach to objectivity. One is like that already discussed under the 
head of the second objection. There may be general agreement to seek vague 
things like the “general welfare,” but when it comes to specific formulation of 
that welfare people will begin to disagree as to what they really want. The 
other is that even those who are agreed on a platform of objectives may be 
asking for mutually incompatible things or for things some of which must 
be gained before the others can be approached. Do we want more leisure or 
more goods? Is it possible to gain stability and at the same time have as great 
a variety, as many style changes, as rapid improvement in technology? How 
shall we distinguish and weigh the relative importance of necessities and 
luxuries? The task is far more intricate when we seek to satisfy all the wants 
of a great industrial society at peace than when we simply want to win a war. 
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The answer to this objection must, I believe, be twofold. There must be a 
body of opinion, or a group or a party which not only wants master planning 
but also has a clear idea of what it wants that planning to do, and is prepared 
to carry its program against opposition. As conflicts arise in the conception or 
execution of plans it must be prepared to take sides in these conflicts. It must 
take sides not only in the interest of those who suffer the most under our 
present order, whether economically or otherwise—these persons would, desir- 
ably, comprise the party—but in the interest of a future state of society which 
would commend itself to a broad and critical intelligence. It must be prepared 
to create social and cultural values. And its immediate program must be 
thought through with as much judgment and discernment as possible. This 
program should not, like the average political platform, be a mere catch-all of un- 
related generalities, slogans, and devices. 1t would be too much to ask that any- 
one should be able to foresee in detail the results of the work which can be done 
only after planning and control have begun to act. But a direction must be set, 

A brief, crude. and tentative suggestion of such a program—something to 
start the discussion—will form the subject of a future article. 


GEORGE SOULE, 


GERMANY: THUNDER ON THE RIGHT 


Before the general election held in September, 1930, Adolf Hitler, leader of 
the National Socialist Party in Germany, delivered the following appeal to 
the voters, one which led almost six and a half million Germans to vote for 
members of his Nationalist party: 

“With lies the revolution was inspired; with lies the armistice was brought 
about; with lies our people were induced to sign the dictates of Paris and 
London; with les Germany was made to sign the so-culled peace treaty at 
Versailles; with lies our people were led into accepting the Dawes plan; lies 
had to prepare the way for Locarno; and lies and yet more lies have now given 
us the Young plan. * * * Under the curse of * + œ illusions Germany 
has lost her freedom, she has lost her moral prestige, and having no longer 
any political honor, she has now sacrificed her economic substance. Germany 
has paid billions for these illusions and the debt has not grown smaller. 
Germany has dishonored herself for these illusions and the hatred of our 
enemies has increased, while their greed still knows no bounds.” 

The nationalist tide has ebbed and flowed pretty much according to economie 
and political conditions in the Reich. The last election took place when there 
were 2,750,000 unemployed; when the Reich was faced by a large budgetary 
deficit; and when the Reichstag had seemingly been unable to do anything to 
mitigate the situation. Once before, in May, 1924, during the Ruhr occupation, 
elections took place at a time of particularly severe crisis and resulted in a 
great incrense for the extremists of both the Right und the Left. At that time, 
on the extreme Right, the German National People’s Party and the National 
Socialist Party together polled 26.9 per cent of the total vote. In 1930, these 
two parties pulled 25.56 per cent of the total. On the Left, the communists in 
1924 received 13.13 per cent of the total and in 1930, 13.9 per cent. But in 
spite of the fact that in 1924 the total percentage of the extremists was thus 
a bit larger than in 1930, the present protest against existing conditions in the 
Reich must be viewed as considerably more violent. In 1924, the German Na- 
tional People’s Party, then still a “respectable” party, elected 95 Reichstag 
deputies and the National Socialists, 32. At present the former party has only 
41 seats in the Reichstag and the latter 107. 

Almost overnight the National Socialists have become the second largest 
party in the Reichstag; only the Social Democrats with their 143 seats outnum- 
ber them. It is important, therefore, to know what the National Socialist plat- 
form is. Their program was formulated in February, 1920, shortly after the 
party had been founded in Munich by seven men, among them Adolf Hitler. 
Even in those troublous times it was not until 1923, when Hitler and Ludendorff 
attempted their abortive Beer Hall Putsch in Munich, that the party first came 
into the limelight. 

The so-called 25 points which comprise the party program are largely nega- 
tive in character. Their first demand is for complete revision of the peace 
treaties and repudiation of the entire German foreign policy since the war. 
The program is marked, furthermore, by intense anti-Semitism and demands 
adherence to the old Pan-German ideal of a pure German national state, 
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admitting to German citizenship only 100 per cent Germans, allowing no immi- 
gration, and refusing citizenship to Jews, besides banniug them trom hoidiiug 
vítice and from owuing or publishing newspapers. There are certain socialisti. 
features in the program, and its chief economic plank consists of a demand for 
the abolition of “slavery to usury,” whatever that may mean. Finally, the 
parliamentary system is condemned and the overthrow of the Republic demanded 
with the establishment of a dictatorship. 

That a party with such a negative and impractical program has obtained 
107 seats in the Reichstag is due in no small measure to the personality and 
methods of agitation of Adolf Hitler. A demagogue of the first Water and an 
orator and agitator of real ability, he makes use of the techuique 01 a camp- 
meeting revivalist in building up a movement which, in part at least, has much 
in common with the Ku Klux Klan. The party stalwarts, organized in the 
so-called storm troops, are statioued in strategic positicnos at all the thousands 
of National Socialist meetings, and at a given point in the leaders spe-ch 
applaud or interrupt. Huge mass meetings are thus arcused to frenzied euthu- 
siasm. Hitler has instructed his aides to appeal to the bearts of thvir audiences 
rather than to their heads. He lays greater stress cn personality thaw on 
printed propaganda, aud has established a school of oratory near Munich at 
which the National Socialist speakers are trained. These speakers adjust their 
remarks to suit their audiences. But always they stress in fiery terms the 
iniquity of the peace settlement and particularly of the Young plan. They 
blaine everything on the Jews und on the international Jewish plot tẹ couquer 
the world. They then promise to help everyone, denounce eveything con- 
nected with the present order of things in the Reich, and promise an entirely 
new order—the Third Reich. To their audiences these men, and especially 
Hitler, appear as romantic deliverers and evangelists of the new order. 


[The New Republic, March 11, 1931] 
Wuat PLANNING MicmHT Do—GOALS AND METHODS FOR AN ECONOMIC BRAIN 


If we are to have an economic general staff and a national industrial council, 
what objectives ought they to seek? What criterion of policy may be set up? 
Bodies of this sort might become he!pless in confusion, going through a selies 
of ineffectual and meaningless motions, unless they knew preity definiiely wlat 
they wanted to achieve. Or they might set out to achieve a number of goals 
which were mutually incompatible. Or they might try for something Which 
would not be desirable. | 

Our late “new era” of supposedly endless prosperity had two pretentions 
which, though they were far from being realities under an unplanned order, 
may be taken as natural starting points for a plan. Their desirability has 
gained wide acceptance. One is the “economy of high wages”; the other, the 
stabilization of industry and employment. The falure to effectuate them 
has cansed surprise among the strongest adherents of an unplanned economy. 
Among the general popu:ation it has caused bread lines, broken families, sui- 
cides, rickety children, scurvy, tuberculosis, hopeless and disordered miuds, 
It is worth while to challenge the business order to get down to brass tacks 
about these pretentions. Either it should abandon them or else seriously set 
to work to make them good. 

Precisely what do we mean by “the economy of high wages"? Tt is possible 
to interpret the phrase in an absurd way. This is to assume that individual 
employers, by intention and choice, pay bigh and increasing wages in order 
that the wage earners may buy back what the employers produce. There are 
two objections to this interpretation, The first is that it does not haphen. 
Some employers do not pay as high wages as they ean—it is not to the imme- 
diate interest of a collar manufacturer. for instance, to increase the wages of 
his employees so that they may buy more food and pay more rent—and some 
employers can not pay high enough wages. The purchasing power of tie ¡ ub- 
lie is. furthermore, a function not only of its earnings but of tbe prices it has 
to pay. The second objection is that it puts the cart before the horse by 
assuming that the main object of society is to enable employers to sch whatever 
they happen to want to produce, whether it be a patent medicine, a use ess 
gadget, or a jerry-built house. 

From the sensible point of view. the “economy of hich wages” means that, 
since we haye the technical capacity to produce enough for everyone, everyone 
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ought to have a large enough income to buy what he needs. We should run our 
society on the basis of large production and engineering economy rather than 
on the basis of minimum production and scarcity profits. More than that, we 
shall have to run it so if we are to run it without disastrous breakdowns, 
because our industrial plant is set up for mass production and mass consumption. 
The quality and usefulness of the goods consumed also must be considered, if 
we regard the task as that of raising standards of living rather than merely 
as a selling problem. And we must remember that we are concerned not only 
about the wage earners’ incomes, but about the salary earners’ and the farmers’. 

Industrial stabilization is certainly not incompatible with the economy of 
high wages. We can not maintain purchasing power without sufficient em- 
ployment. Nor can we maintain employment without distributing enough pur- 
chasing power. Moreover, we want a progressively improving standard, as the 
possibilities of production advance. More goods and more leisure—not penury 
and unemployment. Even if we could get it, we should not want what some 
con ervative writers imply by stabilization—a steady operation of our economy 
on a dead level of purchasing power for the average consumer. 

If we are to get a level of wages, Salaries, and farm incomes rising with any 
close relationship to the technical possibility of increase in production, we must 
begin by paving special attention to the lowest waves and marginal occupations ; 
these create ruinous competition for the others and steadily weigh down the 
ave.age. In this effort we shall have to seek two goals—higher real incomes, 
especially for those at the bottom of the scale, and fuller employment for the 
underemployed. We shall have to increase productivity in such a manner that 
the smallest incomes will be brought up and the lowest standards of living 
raised. We should also seek, as productivity increases, to increase the leisure 
of those who work too long, and to increase the opportunity to earn of those 
who can not work long enough. 


FIVE THOUSAND DOLLARS A YEAR AT THE LOWEST 


How far could we go in the direction of higher living standards if we could 
properly organize production and consumption, given our present equipment of 
natural resources, labor energy, productive equipment, and technical skill? 
We can only guess before making a more detailed study, but experts hold the 
opinion that we could go far. Only this winter Mr. Flanders, one of the officers 
of the American Society of Mechanical Engineers, stated that we cculd smother 
the population with an avalanche of necessities and luxuries such as “no 
utopian dreamer in his busiest slumbers ever dreamed.” We do not want a 
smcthered population; before the avalanche of goods had overwhelmed us we 
shculd want more leisure, more recreation, more chance for individual creation. 
But let us suppose, for example, that it is possible to set a temporary mark, 
to be achieved in 10 years, which would furnish a minimum income of $5,000 a 
year for a 40-hour Sday week, and which would make sure that nobody but 
the unfit or those in transit frcm one job to another would be denied the oppor- 
tunity to earn and work this much. We could not hit this mark without at 
least doubling the national income. The average income per person gainfully 
employed hns recently been, even in prosperous times, not over $2,000. A 
modest goal, in view of the living standards generally called American and in 
view of the technical possibilities of industry—but one attainab'e only by 
gigantic endeavor! It would be capable of being used as a criterion of policy. 
To it no department of national action. no problem of means and measures 
would be irrelevant. And until a goal like this is achieved quesiions regarding 
the advisability of a further extension of leisure, or additional production of 
luxuries unavailable to those with incomes below 85.000 disappear from the 
picture. The Nation as a whole is in no danger of being surfeited with material 
prosperity before something like this is achieved. 

Those who suppose that an end like this could be gained solely by the will 
of individual employers or solely by compulsion exerted upon them, whether by 
organized labor or by mipimum wage laws, are naive indeed. I do not mean to 
underestimate the psychol-zical importance as a preparation for planning of 
the present acceptance by important employers of the doctrine that high wages 
are desirable. And one of the major requirements of a planned economy which 
still has emplovers and is not based upon a dictatorship in the interest of the 
workers will certainly be a great extension of labor organization. We shall 
have to have unions which are ready to exert their power in the direction of 
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better management and more productivity in their several industries, like the 
clothing workers’ and the railroad-shop crafts, rather than unions which stop 
at blind combativeness and restriction, like the old miners’ union and most of 
the building trades. In spite of all that separate empluyers and unions may do, 
however, we must recognize the basic fact that there are great marginal indus- 
tries, like textiles and bituminous coal, which are so badly planned and organ- 
ized that they can not pay even as high wages as the existing average. In the 
most prosperous industries there are marginal plunts which maintuin an unduly 
wide spread between wages and selling prices. And if we think of the prob- 
lem, as we shall have to think of it, not only in terms of money incomes 
received but in terms of the prices paid by workers for the goods consumed we 
shall find industries furnishing these goods which may be in a more favorable 
position than those paying the lowest wage rates but which, because of poor 
organization or profiteering, are charging too much for what they supply. Real 
estate and building furnish an example. 

One of the first tasks, theretore, will be to institute some form of planning 
and control in the several marginal industries and also in the more fortunate 
but still socially inefficient industrial groups. We shail, for instance, have to 
have a textile plan, a coal plan, a housing plan. Indeed, there ought to be a 
stuff for every industrial group, heading into the general staff. Does this mean 
stimulating industrial combination, abolishing or amending the antitrust laws? 
Ii so, it must mean far more as well. Combination must take place on the basis 
of engineering rather than of merely financial design. There must be public 
participation to prevent the gains from being drawn off in speculative profits. 
And something must be done to safeguard any workers whose jobs may be 
imperiled if it is temporarily necessary to curtail any type of production or if 
advances in technology reduce employment. A program of this sort would 
probably not create less employment in the long run—though it would create 
more aggregate leisure. But shifts of labor would be inevitable. 

Attention would also have to be directed to expanding the production of the 
industries making consumers’ goods likely to be bought by those with incomes 
of $3,000. What these goods ure may be roughly ascertained by studies of 
fumily budgets. But speculation on expansion of these industries. resulting in 
overcapacity, would have to be avoided. In this field requirements might be 
estimated in advance, year by year, by carrying budget studies back through 
retail goods to manufacturer and raw-material producer. How many automo- 
biles, for instance, of the types available to the $5,000 income would be needed 
euch year between 1932 and 1942? 

Three boards, committees, commissions—what you will—at once emerge as 
administrative necessities in any such program. All, of course, would be sub- 
ordinate to the principle economic brain. 


PLANNING NEW INVESTMENT 


One of the more important would have to do with the guidance of new 
investment—private and public. We want enough new investment to be able 
to produce the essential goods; we do not want so much as to produce more 
than can be bought at expected income levels. We want the investment to 
go into the production, first, of the necessities, next, of the luxuries. We do 
not want to make surplus Cadillac sixteens and commuter airplanes while the 
wage earners have not sufficient decent housing. We do not want investment 
to proceed in a wavelike motion through time, creating successively feast 
and famine. In so tar as private investment may do this, after planning of 
production schedules for whole industries in relation to expected purchasing 
power, we want to balance it by public investment. Such a board must 
know Where savings arise, how great they are, and how far credit is temporarily 
substituted for savings. It must be close to any credit control we may exercise 
through the Federal reserve system; but its main job will be organization of 
investment. Now we do not even know how much we save, how much we 
invest, or where it goes. 

Private investment now proceeds through two main channels. One is the 
floating bv investment bankers of new security issues which are sold more 
to serve the profit of the bankers than to serve the need of society for new 
productive facilities in specific directions. The other is the reinvestment of 
protits by industrial companies themselves. Both will have to be planned and 
regulated in the public interest. Publicity given to future production programs 
muy help in both cases. But something further will probably be necessary. 
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Security issues ought to be subjected to the approval of the board of invest- 
ment. There is a partial precedent for this in the present submission of 
foreign loans to the Department of State—though this supervision is exercised 
for political purposes and not in accordance with social and economic plans. 
And use of corporate saving must be regulated. Perhaps it will have to be 
taxed away and allocated by the investment board. There may be occasions 
when the required action is to prevent corporate saving from arising in such 
large volume, by reducing the prices charged or raising the wages paid, in the 
industry in question. Possibly industrial combinations will themselves, in view 
of the production programs laid out, avoid overinvestment. 


AN ORGANIZED LABOR MARKET 


A second nucleus would have the job of organizing the labor market. It 
would supervise a national system of labor exchanges; it would administer— 
so far as this was not done by industrial or State agencies—unemployment 
insurance; it would foresee transits of labor out of some industries or localities 
and into others, and provide such training or other adjusting measures as were 
necessary. It would keep close tab on wage statistics. The board to be set 
up under Senator Wagner’s bill for labor exchanges, just passed, makes a 
beginning. 

Prof. Sumner H. Slichter has, in The New Repubtic, pointed out what a 
board of this sort might do if it were given the same powers to help labor 
which the Federal Furm Board has been given to help farmers. It might. 
in addition to the above functions, actively organize unions, and could even 
finance them in withholding from the market what they have to sell, in times 
of surplus and low prices—in other words finance strikes. Of course, labor 
has never asked Government loans to support strikes, and the function of 
planning would be to remove causes for strikes rather than to promote them. 
Nevertheless, a board of this sort must be actively concerned in maintaining the 
planned schedules of wages and hours, and it could scarcely do this in many 
eases without the help of organized labor. It must be a national policy to 
encourage labor organization rather than to harass and suppress it by injunction 
and otherwise. 

GEOGRAPHICAL PLANNING 


A third board would have oversight over planning on the basis of economic 
geography, of the sort which is now done in some cities or regions, and is 
just beginning to be dune by States. Where are our resources; for what are 
the various types of land best adapted? Where are industries best located; 
what is likely to be the migration of factories and population? What are our 
recreational requirements? Based on the work of this agency would be such 
things as an agricultural land policy, reforestation, location of power plants 
and transmission lines, road programs, national park and playground facilities, 
Federal aspects of water supply. Federal public works of all kinds and any 
possible Federal contribution to housing and regional planning. Conservation 
in the interest of future producticn would have to be closely related to it. 

If we did not already have a Federal Farm Board, we should have to create 
one. The board has suffered by having to deal with an emergency by methods 
which are not radical enough, but it is learning by its experience. We shall 
not really get down to fundamentals until we have a land policy and a really 
efficient production policy. 

The Federal board will probably have to be supplemented by regional bodies. 
to work out the best means of land utilization in the various agricultural 
regions, to conduct experimental farming enterprises as a guide to the best 
types of unit and method, to lay out production programs and correlate the 
interests of various types of farming. We have in agriculture, perhaps because 
of its straits, one of the best of all opportunities for planning. Methods, land 
ownership. markets—all are changing almost overnight. And we have a large 
group of qualified experts throughout the country in the agricultural colleges 
and county extension agents. 

Distribution of goods demands close attention. What about the apparently 
increasing spread between retail and wholesale prices? How can the presum- 
ably increased efficiency of large-scale merchandising through chain stores, 
department stores, mail-order houses, be made to serve the public interest to a 
greater degree? Do we need fewer senseless varieties, less competition in 
Style changes? Must we not establish scientific testing and publicity of its 
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results in consumers' goods, similar to that now done for Government purchases 
by the Bureau of Standards, and for a relatively few consumer members by 
Consumers’ Research (Ine.) ? 


INTERNATIONAL TRADE AND FINANCE 


Questions about tariffs, foreign investment, war debts, taxation, fit closely 
into this program. 

A general protective tariff is clearly unjust and fits into no plan except that 
of a few favored manufacturers. But can we support merely a laissez faire 
policy like that of universal free trade? We may abolish import duties, but 
we shall, in addition, have to rationalize international trade. We want to 
achieve, all over the world, the same sort of purpose we are seeking at home. 
We want to raise standards of living and prevent disturbing collapses of 
activity. That will involve using the resources of the whole world in the most 
efficient manner. There will probably have to be created a new technique of 
rationalized import and export quotas. Foreign investment will have to be 
adjusted to needs of production, export and import. Arbitrary payments like 
those for reparations and war debts can not be allowed to interfere with world- 
wide efficiency of production and exchange. As planning grows in other nations, 
adjustments of this nature will be easier to achieve, but in the meantime 
something may be done. We should not, for instance, during prosperous times 
pour investments into Government bond issues of weak countries for unjustified 
expenditures in public utilities, and then embargo loans to Russia for a solid 
program of increased production of necessities, when Russia needs these louns 
in order to increase her purchases from us and when we need the outlet for 
production which the purchases by the Russian Government would supply. 

We shall probably have to tax more heavily, by means of graduated income 
and inheritance taxes, not for the purpose of penalizing the rich, but in order 
to further a more useful and productive emplovment of the national surplus, 
in directions where it would not normally gravitate in the course of specula- 
tion or investment for profit. No advantage is gained when private wealth is 
tnken to be wasted by government; the important thing is to plan so good a 
use for governmental expenditures that taxation will enrich the people as a 
whole. 

Action for specific purposes, like better regulation or public ownership of 
utilities which is already going on, should not be postponed until some all-wise 
planning body gives the word; we should merely bear in mind that in advo- 
cating schemes of this sort, or, indeed in discussing any other phase of public 
policy, something which helps to create a cell for a planned civilization is to be 
preferred to something which attempts vainly to return to an outworn ideal 
or a lost cause like “free competition.” Plenty of constructive work—enough 
to keep everyone busy—remains to be done in every town, every factory, every 
State and every industry. The planning idea is one which, properly under- 
stood, does not restrict energy, but liberates it. Central planning has not the 
slightest chance to do its work without activity of the same sort in every unit, 
large or small, without piecemeal effort of the highest quality, without close 
attention to specifie issues and details, 

In the minds of many, particularly of industrialists, who have talked 
vacuely about national planning. there is a confusion which any realistic ap- 
proach to the subject must, I think, dispel. They do not understand how 
large a break any effective plan must make with the traditional conception of 
profits, It is of the essence of an effective plan to put public interest above 
private and in doing so to dispel uncertainity as much as possible. This means 
that speculative profits must disappear. Social utilities can not under a 
desirable plan be converted into private fortunes. Profits as a payment of 
Management, profits as an inducement to investment, may remain, but they 
must of necessity be limited and regularized. We need not, perhaps, reduce 
existing large incomes, but we shall not be able to allow an indefinite number 
of new ones to be created. or of existing ones to grow, at least until the tail of 
the procession has been brought Somewhere near the head. Will industrial 
manazement he willing to accept security of return as a substitute for possibly 
great windfalls? Will it really prefer regularization to competition and risk? 
Is the chance to do a good job a strong enough motive, with the existing man- 
agers of industry, to supersede gambling? On this depends the opportunity to 
Plan nationally without ejecting the existing management from power. 
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POSSIBLE ENDS 


If we do start to plan, there is no telling what the end may be. After such a 
modest 10-year goal is achieved, it may appear that people really do not want 
to go much farther in that particular direction. We may become more inter- 
ested in the quality of our satisfactions than in the quantity. We may want 
more beautiful communities in which to live, more chance to get back to the 
woods, to have camp fires, to swim, to fish, to hunt. Expanded opportunity for 
recreation is already one of the products of machine civilization; it may 
ultimately become of major importance. We may want to paint pictures. to 
act in plays, to grow gardens, to read, to make our own furniture. We may 
decide to decentralize our industry geographically. to have fewer kinds of 
things made by machine for everyone and more chance to create variety for 
ourselves. Discussions about such cultural questions will becoine increasingly 
important. But the chief cultural value of planning will remain, in my 
opinion, what it is at the start. Instead of being individually at war with 
society, instead of being baed and burdened by an irrelevant environment 
of social forces, we shail be at work, through society. mastering our life and 
creating it as a whole. We shall have a warm und active bond with our 
fellows. 

GEORGE SOULE. 


[The New Republic, April 29, 1931] 


A FEDERAL Economic COUNCIL—CONCRETE SUGGESTIONS FOR A PROGRAM OF 
ECONOMIO PLANNING 


Much thinking on the nature and methods of our economic system has been 
stirred up by recent events. The spectacle of the most advanced industrial 
country in the world suddenly hurled from the heights of prosperity into 
depression was a shock even to the firm believers in the providential working 
of natural economic law. Most people have been aroused to a sense of humilia- 
tion at the sight of an economically sound country unable to use its resources 
and to direct its economic destinies. The more or less general reaction has 
been to call for more conscious control over economic life and for new tech- 
niques to attain that end. The single idea which has emerged out of the 
discussion with special clarity and force is that of planning, and the demand 
for some kind of economic guidance has been urged by one organized group 
after another. 

It is not necessary to trace here in detail the processes by which the idea 
of -planning made its way into our consciousness. We may have heard the 
voices of the few economists and men of business who even before the crash 
had advocated the need of forward planning and budgeting not only within 
Single plants but within an entire industry and for all industries considered as 
a system. We may have been influeneed by the vigorous prosecution of the 
5-year plan in the Soviet Union and by the information which has been filtering 
in about economic planning in Germany, France, and other countries. To a 
certain extent the idea is the culmination of processes of social think ng which 
have been slowly molding our minds for at least a quarter of a century. 

Whatever its source, it is a striking tribute to the force of the idea that within 
Six months it has pushed its way out of a vague subconsciousness into the open 
forum of public discussion and of legislative consideration. In a more restricted 
Way it has now become part of our framework of government through the 
passage of the law creating the Federal Employment Stabilization Board. In 
private industry it has found application in the new efforts of some industries to 
Plan their development through voluntary associations, such as the Petroleum 
Institute, the Textile Institute, and others. And in its most comprehensive 
forin it is now finding expression in proposals for a Federal economic council 
which would aid the American people to visualize their economic life as one 
vast enterprise and to guide it safely between the Scylla of inflation and the 
Charybdis of depression. 


ECONOMIC PLANNING IN FRANCE 
While the American situation calls for special forms and methods, there is 


something to be gained from an examination of the experience of other coun- 
tries. Much might be learned from the Soviet Union, both in a positive and in 
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a nezative way, if we had more detailed information on the techniques aud pro- 
cedures of Soviet economy. But in view of scanty information at hand, and of 
the peculiar characteristics of soviet economy which make it unavailable as a 
model, the soviets may be left out of the picture. Outside of the Soviet Union 
attempts to guide and direct economie activities on a national scale have been 
made in seven countries, France, Germany, Great Britain, Italy, spain, Czecho- 
slovakia, and Japan. But the most notable are those of Germany and France, 
and it is to their experience that one must turn for suggestions, 

French experience with their National Economic Council dates from January, 
1925, when the council was established by government decree. The distinctive 
features of its organization are compactness and a direct connection with the 
executive branch of the government. The French wished to avoid a large 
delegated body which might become a second parliament, and yet they wanted 
a body representative of all the economically active elements of the people. 
To attain these two ends the French adopted the method of arranging the 
nation into three groups—consumers, labor, and capital. The delegates to the 
council are selected from the most representative organizations in each of these 
three groups, such as the National Federation of Production, the Chamber of 
Commerce, the General Confederation of Labor, and so on. The total number of 
delezates in the council is 47. Nine of these represent the consumers; 8 repre- 
sent capital; and 30 represent labor, including 11 delegates for management, 
2 delegates for independent artisans, 3 delegates from teachers’ associations, 
2 delegates from civil servants, 9 from the General Federation of Labor, and 
1 from the Christian Trade Unions. The representative organizations are 
desiznated by the Minister of Labor, but the nominations for places on the 
council are made by the organizations themselves. 

The French Economic Council meets four times a year and each session lasts 
10 days. Between these plenary meetings the business of the council is carried 
on by a standing committee of 10 and by its permanent secretariat. The council 
also has a number of experts who are associated with its work on a permanent 
basis. 

Primarily and essentially, the French Economic Council is an advisory body 
to the Prime Minister, who is the ex-officio chairman of the council. The budzet 
of the council is paid out of the funds of the Ministry of Labor, but that does 
not affect its legal position, nor does it infringe upon its autonomy. The council 
is free to fix its own agenda, and it has the power to settle disputes which arise 
out of the government’s choice of representative organizations invited to send 
delegates. 

In its advisory capacity, the French Economic Council deals primarily with 
economic measures which are under consideration by the legislature. Any bill 
introduced into the Chamber of Reputies which bears on an economic question 
must be transmitted to the council for examination. The council then submits 
its opinion to the Prime Minister, who has to make this opinion public. The 
Prime Minister, however, is under no obligation to carry out the recommenda- 
tions of the council, though he has to inform it of the action taken. Aside from 
this basic function, the council makes specific recommendations to the different 
miuisters and to the Prime Minister which are also advisory in character. And 
it carries on special studies of a general and technical nature for the purpose 
of bringing to view the permanent interests of French national economy. 

In the five years of its existence, the French Economic Council has proved 
its practical value as an aid in systematizing the work of the government de 
partments and in quickly preparing a program of action in an emergency. It 
drew up a comprehensive scheme for relieving unemploynmient by public works 
in 1926. when France was threatened by finuicial disorganization. Its main 
work, however, has been the making of a survey of French economie life and 
the mapping of a plan fer the overhauling of the national economie equipment. 
This study has led to plans for the reconstruction of railways, ports, aud decks, 
and of other economic instrumentalities, and points toward a systematic and 
coordinated reconstruction of French economic life in the future. That these 
plans are not abstract was indicated a short time azo when former Premier 
Tardieu referred to them during the discussion of the French budget in the 
Chamber of Deputies and pointed out the possibilities which they offer for a 
methodical expansion of French economy. 


AND IN GERMANY 


Like the French, the German Economic Council is also based upon the idea of 
the representation of all economic and social groups. But the German council, 
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which has been in existence since 1920, and which is based upon a special 
clause in the Weimar Constitution, resembles more an economic parliament 
than an advisory body. This characteristic is due to the conditions under 
which the idea originated in Germany during the revolutionary days of 
1918-19. It is because of this that the German council is larger in size, being 
composed of 326 members. The greater articulation of economic groups in Ger- 
many is reflected in the method of representation. which provides for 68 dele- 
gates from agriculture and forestry; 68 from industry; 44 from banking, com- 
merce, and insurance; 24 from transport and public utilities: 36 from the arti- 
san class; 30 from consumers: 16 from public officials and teachers: and 24 
legal and technical experts appointed by the Government and the Reichstag. 
Within these groups, the number of places is divided equally between employers 
and emplovees, to keep a balance between opposing forces. 

Being in the nature of an economic parliament. the German Economie Council 
is not attached to any branch or department of the Government. It is an inde- 
pendent body with its own budget, amounting at one time to about $150,000 a 
year, and keeps in close touch with both the Reichstag and the Government. 
It has the right to examine representatives of the Government. and its meetings 
are open to the Government. At first. the main work of the German council was 
done in plenary sessions, but these proved unwieldy and since 1923 no plenary 
sessions have been held. The German council has found it more convenient to 
work entirely through standing committees. of which there are 11. The two 
most important committees, the economic committee and the social-policv com- 
mittee, are composed of 30 members each. The economic committee has nine 
subcommittees on foreign trade, coal, lumber, credit for production, and so on. 
The committees meet periodically. have permanent staffs for carrying on their 
work, and call in experts or representatives of different interests when necessary, 

The work of the Germ:n Economie Council has differed in its character from 
that of the French because of the peculiar economic and political conditions of 
Germany. The council has not considered large general schemes, but has helped 
in the solution of emergency problems which have followed one another in 
Germany since 1920. It has dealt with reparations, housing and rents. cartels 
and prices. and has studied the problems of shipping and exports. It can not 
be said that the policies recommended hy the economie council have heen 
accepted by the German Government. German domestic and foreign policy has 
been shaped by the exigencies of Germany's postwar international situation. 
Neither can it be said that the existence of the economie council in Germany 
has allaved the conflict of interests and points of view which is such a marked 
feature of political life in present-day Germany. But there can he no question 
that the council has helped to bring into clearer view the facts bearing on im- 
portant economie problems and to elucidate the issues involved in many prob- 
lems Of national and international policy, and that it has heen of great assist- 
ance in the departmental work of the German Government. Its value is at- 
tested by a new bill pending in the Reichstag which aims at making the council 
more effective by restricting its membership to 151 and by giving it a more 
definite place in the legal system. 


THE STATUS OF THE COUNCIL 


Considering a Federal economie conncil for ourselves, we may start with the 
sugcestion indicated by French and German experience that under present 
conditions an economic council can be merely advisory in character and that 
too large a body is undesirable and unwieldy. A eouneil of 100 delezutes 
would seem large enough to meet our needs of representation and vet not too 
large for effective deliberation. One plenary session a vear lasting 10 days or 
2 weeks would seem desirahle. The tatter part of November would seem an 
approprinte time, in view of the opportunity it would afford for presenting 
facts upon which Government departments and the President might base some 
of their recommendations. The plenary sessions would be devoted to the con- 
sideration of reports and to the discussion of policies. 

The work of the council should he done through standing committecs and a 
permanent staff. Committees on foreign trade, shipping, banking policy. on 
standards of living. distribution, texation, might be composed of 15 to 20 mem- 
bers each and mect three or four times a year to examine and consider the 
reports of the staff working on these particular topics. The permanent staff 
should consist of a director, one or two associates and a number of specially 
trained men and women in the different fields of economics and government. 
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In view of the nature of the work and the magnitude of our problems, a budget 
of $500,000 a year might be necessary, though a start might be made with 
less. 

It would seem best to have the Federal ecouomie council in the form of an 
independent commission, operating under an act of Congress and subject to 
the authority of Congress. The Secretaries of Labor, Commerce, and Agricul- 
ture might prepare a list of organizations which would be recognized as repre- 
sentutive of the different eco.omic interests of the country aud wnich wouid 
be required to send delegates to the council, This list should be submitted to 
songress for approval, and should be subject to change in accordance with 
changing conditions. In view of the large number of trade associations, na- 
tional labor unions, farmers' associations, it would be best to proceed by arrang- 
ing the industries of the country in major groups, such as tood aud kindred 
products, textiles and clothing, agriculture und forestry, iron and steel, and 
machine industries. Certain national associations, such as the U.ited Stutes 
Chamber of Cummerce, the National Manufacturers’ Association, the American 
Federation of Labor, the several national farmers’ organizatio..s, should be 
given special place as transcending industrial lines and uniting large economic 
sectiv..s of the people. Special representation should also be given to science, 
management, and research, considered as a single group, on the basis that 
these hold a peculiar place in society, tending to take an objective view and to 
reconcile conthicting interests. 

The number of delegates allotted to each group should be specified in the act 
of Congress creating the council, and the delegates should be elected for a 
term of two years, half of them, equally from each group, being retired 
annually. The Secretaries of the Treasury. Agriculture, Commerce, and Labor 
might be ex-officio members of the council and alternately preside at the meet- 
ings of the plenary session. ~The organization recognized as approved might 
submit a list of names giving their first and second choice of delegates, from 
which the President might select the delegates for each term. 


PURPOSES AND TECHNIQUE 


The main purpose of the Federal economic council should be to present 
what may be called an annual audit of the United States, giving a connected 
view of economic developments. Since this would be dune annually, the 
economic council would in time be able to indicate economie trends and tend- 
encies. What the President's Committee on Recent Economic Changes was 
called in to do specially would be done continuously and in a more coordinated 
way, supplying a basis of judging whither we were going economically and 
Whether along the lines of our best Social interests. In addition the council 
might prepare specific recommendations on special economic problems of urgent 
national importance and be of assistance to the various Government depart- 
menuts and to Members of Congress seeking information on economic matters. 

For some of its work the council might have to inaugurate special collections 
of data, but most of it could be done on the basis of data already being 
gathered. In fact, one of the prime services of the council would be to bring 
into closer cooperation the different State and Federal agencies which are 
now collecting statistical and economic data and to lay the foundation for 
better methods of economie information. It is understood that the council 
would not in any way violate the protection now afforded to private informa- 
tion by Government agencies. All members of the staff of the economic council 
should be under the civil service and would be subject to the same obligations 
and duties as other Government employees. The discussions of the anuual 
plenary session and the reports of committees would be the chief medium 
through which the work of the council would be made availabie to the public. 

It is not claimed that a Federal economic council would at once bring about 
complete agreement of ideas either as to trends or as to policy. Neither can 
it bring the millennium of social weal and harmony. But it could lift us out 
of our present state of spotty social thinking and haphazard economic research 
and help us to think of our economic problems as interrelated aspects of 
national social welfare. It could push forward the frontiers of objective eco- 
nomic thinking and reduce the area of unnecessary social conflict. Above all, 
it should hold out the promise and hope of becoming in time the economic guide 
of the Nation, pointing to dangers ahead and indicating the path along which 
economic satety lies. In brief, an economic planning council is the growing 
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technique of integrated social cooperation for using scientific method and our 
conscious powers to harness a dynamic industrial technology in the service of 
orderly economic progress. 
Lewis L. LorwIN. 

Secretary HurLeY. The next witness is Hon. James A. Frear, Con- 
gressman from Wisconsin. Mr. Frear was for three terms district 
attorney at Hudson, Wis.; a member of the Wisconsin Assembly in 
1902; member of the Wisconsin State Senate in 1904; secretary of the 
State of Wisconsin for three terms, and elected to the Sixty-third and 
subsequent Congresses. | 


STATEMENT OF HON. JAMES A. FREAR, MEMBER OF CONGRESS 
FROM THE STATE OF WISCONSIN 


Mr. Frear. Mr. Chairman and gentlemen of the commission: It 
occurred to me, of course, there are many lines of discussion on which 
you have heard so much that you do not care to have cumulative 
evidence or opinions; but I have one thing in my mind that I thought 

ossibly I could offer, better in a typewritten statement. If I may 
e permitted to read it, then, afterwards, if there are any questions, 
I shall be glad to answer them. 

Let me say at the outset I am not appearing before your commit- 
tee at my own request, nor have I any purpose to urge upon you any 
particular program or policy for handling by conscription or other- 
wise industries necessary for the prosecution of war. 

Experience with committee work generally, and. with investiga- 
tions which I have helped conduct, leads me to understand that your 
commission, after listening to some of the ablest authorities in the 
country so far as experience in the World War is concerned, desires 
now to eliminate cumulative testimony rather than to listen to genera] 
opinions. 

If I can add anything of value, it may come in part from my 
experience as a member of a committee of 15, and as chairman of one 
of the subcommittees under direction of the House that in 1920 
investigated World War contracts. That evidence taken immedi- 
ately following the War was useful in disclosing some of the weak- 
nesses of a system or lack of system that prevailed during a portion 
of the war period. , 

Placed on that committee without my knowledge or desire as I 
have been asked by a member of your commission to come before 
you to-day, I am only assuming that my views on the subject of con- 
scription generally may account for the invitation to appear here. 

In any event, as a Member of Congress throughout the late war 
period, I have some understanding of the pressure brought on Con- 
gress before we entered and throughout the war, while possibilities 
of another European war and the attitude of our country have been 
discussed by me at different times in the House. a l 

Because the resolution under which you are proceeding is specific 
in its direction and because certain elements, to my mind, have not 
been discussed or adverted to, excepting in the general purpose of 
conscription of industry and limiting of profits during war, it has 
occurred to me that a brief reference to reasons given for the resolu- 
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tion as evidenced by witnesses before you may be proper in what I 
have to offer. 

The phrasing of the resolution, its specific personnel, Member in- 
troducing and general purpose clearly indicate it was not offered in 
opposition to any program of the Army Staff. 

n objection to its alleged purpose appears to me to be founded 
on a claim of universal conscription of man power and property in 
time of war when it 1s to be neither, for a promise to take the profits 
out of war seems specifically repudiated by the Army Staff proposal. 

In every other country where the conscription of man power is 
had by compulsory military service—and let me say I have not made 
any study for this hearing, but I have had general information be- 
fore me for some time—no exemption of man power exists to my 
knowledge excepting on the ground of unfitness for service. No 
“selective draft ” based on occupation is permitted to furnish undue 
preference or favoritism. All are subject to actual military duty, 
pay, and discipline. They are all subject to duty as fighting units. 

In countries where industries are mobilized during war, no profits 
or financial gain so far as examined is permitted. To compel men 
to fight without their voluntary consent, and if need be give up 
their lives, is ordinarily accompanied in other countries by universal 
service and an equal burden of sacrifice of property. Neither, I sub- 
mit, are found in the Army Staff’s proposal and no other countr 
or Government to my knowledge has successfully attempted suc 
patent favoritism. And I take that inference from a hurried reading 
of General MacArthur’s statement. 

The resolution of inquiry under which you are acting exempts 
from discussion and the Army Staff proposal exempts organized 
labor. If not, then its purpose should be clearly stated. When con- 
scription measures were before the British Parliament throughout 
the World War, it was repeatedly stated by the British Government 
spokesman that 3,000,000 men of organized labor were actively op- 
posed to conscription. All these discussions in the Parliamentary 
History of Conscription by Great Britain by Lampert, member of 
Parliament, disclose why Great Britain in the midst of the theater 
of war failed to enact a conscriptive law whereas labor exemption 
was granted here under our well known “ selective ” practice. 

When a conscription law was sought to be passed in Australia, it 
was defeated largely by the influence of organized labor. I do not 
question labor’s right to demand an exemption from conscription 
from military duty other than that of insurrection or invasion, but 
the same right exists with every other citizen in the land, and his 
rights recognized in Great Britain and its colonies properly must 
be equally recognized by our Government that boasts ot the liberty 
of its citizenship under express terms of the Constitution. Ours 
is the only Government to my knowledge that ever exempted labor 
by a “ selective ” conscription act. 

If man power is to be conscripted for war, it should be universally 
applied without any exemptions other than those of disability and 
should be accompanied by actual conscription of property. 

Without the latter the former should not be attempted. When 
conscription of man power was in force during the World War, 
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roperty ran a hilarious race in profits. We attempted to reach 
1t by an 80 per cent war-profits tax, but with successful evasions that 
tax was only partially collected. On what theory even a 20 per cent 
war-profits tax could be retained and men sent to the front at a 
dollar a day to be shot has never been explained or justified. A 
constitutional restriction against the taking of private property 
without compensation should be removed by amendment in time of 
war, if man power is to be conscripted. 

Propaganda may confuse the issue in time of war, but should not 
be mistaken by Congress in time of peace. The Army Staff program, 
read by, General MacArthur, of reasonable profits to property is as 
elastic as in the past. Six per cent, 7 per cent, or 8 per cent with 
unlimited salaries, bonuses, and other methods of evasions known 
to contractors are only one phase of the problem. 

Valuations of 10,000 industries, proper payment of wages that 
reached ten times the amount paid those serving at the front in 
times past are all involved in reasonable profits. The question I 
submit is one deserving careful study before any attempt occurs to 
provide unworkable limitations. Contacts and full knowledge of all 
war resources are undoubtedly proper, but any attempt to put 
through a universal conscription of man power bill on a misstatement 
or misunderstanding of all facts should be carefully weighed. 

The evidence offered by Mr. Baruch, chairman of the War In- 
dustries Board, and Secretary of War Baker, of what occurred 
during the war covers generally their experience, and possibly no 
other or better witnesses on that particular field of discussion will 
be brought before you. And let me say Secretary Baker was before 
my own committee shortly after the war, for two days during our 
hearings. 

The proposal of General MacArthur offered before your com- 
mittee has also been handed me within the last day or so, and, as I 
have not been privileged to hear any of the discussion and am 
unexpectedly called in, I offer this brief apology for any failure to 
know the evidence thus far placed before you, to which I might 
properly address myself. 

With this explanation I invite your attention to the resolution 
under which your commission is now acting. 

Public Resolution No. 98, Seventy-first Congress (H. J. Res. 251), 
is entitled “Joint resolution to promote peace and to equalize the 
burdens and to minimize the profits of war.” 

It provides, first, that a commission is created to study and con- 
sider amending the Constitution of the United States to provide that 
private property may be taken by Congress for public use during 
war and methods of equalizing the burdens and to remove the profits 
of war, together with a study of policies to be pursued in event 
of war. The commission shall report to the President of the United 
States, and he is clirected to transmit to Congress prior to the first 
Monday in December, 1931, its proceedings, hearings, and informa- 
tion, 1f any constitutional amendment be necessary to accomplish 
the purposes desired. | 

Provided “ That said Commission shall not consider and shall not 
report upon the conscription of labor.” 
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Sec. 2. That said commission shall be composed of four Members of the 
House of Representutives, four Members of the Senate, the Secretary of War, 
Secretary of the Navy, Secretary of Agriculture, Secretary of Commerce, Secre-- 
tary of Labor, and the Attorney General. 

Sec. 3. Provided that the Secretary of War shall supply from the War 
Department all necessary office and clerical assistance. 

Sec. 4. Said commission shall organize by electing one of its members as 
chairmun and another as vice chairman and shall appoint a secretary. 

Sec. 5. No compensation shall be paid any member of said commission, and 
no expenses shall be incurred by them except the actual expenses of sustenance 
and travel for the members of the commission, and printing and clerical 
assistance that can not be reasonably provided by the War Department. 


It is understood this resolution was passed by Congress in order 
to give force to the acts of Congress during the World War in con- 
scripting men for military service and that direction to conscript 
property for war purposes is to be coupled with any conscription 
of men. 

It is also noted that this resolution was not passed by Congress 
until about 12 years after the conclusion of the World War. Instead 
of directing and empowering your commission to subpcena men and 
institutions that would be affected by a limitation of profits of war, 
il distinctly states that no expense shall be incurred excepting 
expenses for the members of the commission. 

No subpoena can be issued and no authority is extended to the 
commission for securing any needed evidence that might be useful 
to consideration of the entire subject. It is a voluntary matter al- 
though expected to report on a thorough or exhaustive investigation 
of the general subject set forth in the caption “To promote peace 
and to equalize the burdens and to minimize the profits of war.” 

It is within the proper scope of such investigation that your 
commission reports its determination of what is contemplated by 
the limitation of profits and whether or not it means, as is popularly 
understood, real conscription of wealth and property in times of war. 

In the latter case it would seem proper tor tne commission to call 
before it the Du Ponts and many other manufacturers of munitions 
of war that during the late war made enormous profits. Our com- 
mittee could name many such, whose views would be interesting to 
have. For illustration, in a speech of April 5, 1919, about six 
months prior to the conclusion of the late war, I reported alleged 
war profits of a few concerns out of thousands that had reported. 

This list gave the net profits of the Du Pont Powder Co. in 1912 
and 1913 an average of $5.526.000 in round numbers and in 1916, 
three years thereafter, the profits of the Du Ponts reached $76,581,- 
529, or nearly 1,500 per cent increase. 

The Hercules Powder Co. with $1.000,000 in round numbers in 
1912 and 1913, and, in 1916, $15,641.000 in profits, or an increase 
of 1,500 per cent. 

The Atlas Powder Co. with a net income of $322,837 average 
in 1912 and 1913, reported net profits of $2,617,000 in 1916, or about 
800 per cent increased profit. 

The United States Steel reported $63.585,000 average net profit 
prior to the war and $208,000,000 in round numbers in 1916, or 300 
per cent increase during the war. 

Bethlehem Steel that is granting liberal bonuses to its officials 
reported profits of $3,000,000 in round numbers average prior to 
the war and $40,500,000 in 1916, or 1,300 per cent increased profits. 
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Anaconda Copper, whose outstanding official, John D. Ryan, was 
Assistant Secretary of War, and in caros of aircraft during the 
war, reported $11,700,000 average profits in 1912 and 1913, and 
$47,000,000 profits in 1916. 

Similar increases appear in the cases of Utah Copper, Nevada 
Consolidated, and many other cases. 

In the list then printed 1 furnished the names of over 50 cor- 
porations that had made enormous profits during the war and then 
stated, based on the best information to be had, that American cor- 
porations in 1917, our first year in war, had made war profits in 
excess of their average profits during pre-war years of $3,600,000,000. 
I have not the reference from which these figures were then taken, 
but 1 also noted in that same speech that Great Britain levied a tax 
on war profits of 80 per cent. 

Before discussing the matter of war profits and their limitation 
together with the proposed Army plan of handling industries, it 
is proper to suggest that the resolution under which you are called 
upon to act at this late day is alleged to result from one of two in- 
fluences, either of which are worth considering at this time. 

First, a demand of ex-service men and other agencies that if con- 
scription of men for fighting is to be had in the next war, then 
“ universal conscription ” of property should also be had. 

Another alleged reason for the resolution is that it is part of 
a general program for the development or enlargement of the Mili- 
tary Establishment in order to get military control of the industries 
of the country. 

I do not know the facts nor express any opinion on either prop- 
osition, but I call the commission's attention after a hasty examina- 
tion to information placed before you by ex-service men to get 
their understanding of what they expect will be reported by you. 
In this it is not assumed the service men have any more interest in 
the result than any other good citizen excepting as they have been 
called upon in the past to give their services at the front under mili- 
ary control, and their voice at this late day should be given consid- 
eration particularly if these hearings have resulted from their 
expectation that real conscription of property is to be had. 

I quote from several of those witnesses who have been before you, 
and also from one or two others who have been officials of the Amer- 
icar Legion, to show their understanding that conscription of men 
should be accompanied by actual conscription of property. 

Witness Paul C. Wolman, commander Veterans of Foreign Wars, 
gives the purpose of the resolution as evidenced by his own organiza- 
tion, as follows (p. 7 of the hearing) : ? 

That the national council of administration be instructed to give serious 
thought and full consideration to a plan to be enacted into a national law, part 


of our national defense, for the universal draft both of man power and of 
industry in all future wars in which this country may be engaged. 


And he says further: 


The Veterans of Foreign Wars believe there is no good reason why one man 
should give up his business or his position to shoulder his pack and rifle and 
go off to defend the integrity and tranquillity of his country while another sits 
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back and either makes no contribution or derives high profits from the 
sacrifice. 


Witness O'Neil, national commander of the American Legion, 
generally states that his organization believed— 
there should be universal draft not only of man power but of material resources 
of our country. 

First, so that it would lessen materially the future possibility of war; and 
further, that if such a national emergency did present itself to the Nation we 
would be prepared in an orderly comprehensive plan to mobilize the entire 
resources of the whole country with respeet to any conditions that would limit 
the full use of the full power of our Nation (p. 7 of the hearings). 


Thereafter he repeats: 


The universal draft law would be the greatest prepuredness measure in the 
history of the world. * * * Let me say again that the men who fought in 
the World War favor this universal draft measure as a peace measure, as a 
preparedness measure, and as a measure containing the elements of justice to 
the three great parties in a war effort—the soldiers, capital, and labor. Capital 
must play its part. 

Incidentally on page 21 of the hearings. in reply to Mr. Collins, 
he expressed his individual opinion; he would fix the profits at 6 per 
cent or 7 per cent as a fair return for the investment. This is a 
generous profit that is far removed from any conscription of property. 

Not in your hearings, but from other sources, I have the statement 
of E. E. Spafford, national commander of the American Legion, who 
stated October 18, 1927: 


I believe one of the best preventives of war is the enactment of a bill which 
shall place the burden of war, if it comes, upon all. Let labor and capital be 
conscripted at a sacrifice as well aS men. Let there be no more of one man 
serving at $30 a month risking his life in battle and another risking his clothing 
at $30 a day, but capital serving at similar sacrifice. 

That is the view of men who served at the front quite generally. 

Congressman Royal Johnson, my colleague in Congress for many 
years, who saw active service as a veteran, recites on page 85 of the 
hearings approvingly a plank from a party platform. 

War is a relic of barbarism. It is justifiable only as a measure of defense. 
In the event of war in which the man power of the Nation is drafted. all other 
resources should likewise be drafted. This will tend to discourage war by 
depriving it of its profits. 

This, bv the way, is the Democratic platform of 1924, adopted over 
six vears ago. In the same year the Republican Party platform, also 
quoted by Johnson: 

Universal mobilization in time of war. We believe that in time of war the 
Nation should draft for its defense not only its citizens, but also every resource 
which may contribute to success. 

In every case, the conscription of property and man power are 
united. With one there should be the other. Without one neither 
should be had. 

Mr. Johnson states in conformity with his views for universal 
conscription he has introduced regularly in successive Congresses for 
many years a resolution substantially as follows 

That in the event of a declaration of war by the United States of America 
agninst any foreign government or other common enemy the Congress shall 
provide for the conscription of every citizen and of all money, industries. and 
property of whatsoever nature necessary to the prosecution thereof aud shall 
limit the profits for the use of such moneys, industries, and property. 
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If no profit is had by the man in the trenches, no profit should be 
given to the property owner. 

The conclusion is certain that while these veterans have accepted, 
if necessary, as a part of the Army staff plan the conscription of 
man power to fight our battles in case of war, it has been coupled 
by them with an understanding that industries and the people who 
do not undertake to fight shall be without profits. If this universal 
draft is an impossibility or is impracticable to carry out as indicated 
by different witnesses called before your committee, I submit on what 
ee can the conscription of man power at a dollar a day to fight 
our battles in foreign countries and give their lives, if need be, be 
justifiable. This is a phase of the question not particularly consid- 
ered, so far as I can judge from the record, by any witness, and to that 
end I ask to be briefly heard. 

One of the witnesses, a man for whom I have high respect, stated 
that under the selective draft during the war many men found them- 
selves unable to get to the front and felt deeply humiliated for that 
reason, 

The amendment offered in Congress following the declaration of 
the late war permitting volunteer enlistment was opposed because of 
its alleged discrimination. There can be no reasonable explanation, 
in my opinion, why any citizen should not be permitted to volunteer 
for foreign service if our Government is again involved in foreign 
wars, nor why one class alone should be exempted from Army service. 

This also, in my Judgment, may properly be accompanied by a 
restriction that conscription of men should not be compelled except- 
ing with insurrections and to repel invasions from our own land. 

The resolution which I have offered and has been in some form 
frequently offered by others will later be referred to, but at this 
point I have introduced in Congress a proposed restriction in the 
conscription of men which may properly be accompanied by a war 
referendum before engaging in another war. The resolution reads 
as follows: 


[Seventy-first Congress, third session, H. J. 499] 


Congress shall have power to declare war only after the proposition shall have 
been submitted by the President to the several States, and a majority of the 
Stutes at general or special elections, called by the governors thereof, shall have 
approved the same. This amendment shall not be construed to prevent the 
President from using the Army and Navy to suppress insurrection and to repel 
invasions. 

The right of the people to be secure in their persons shall not be violated by 
conscription or forced military service, but when public safety demands Con- 
gress may provide for forced military service on the North American Continent 
and in no other place. 

The reasons for that, of course, will be apparent. Providing your 
commission should assume that because of the constitutional limita- 
tion against taking private property for public use without “ just 
compensation,” it 1s to be considered with the conscription of man 
power, as assumed by ex-service men, whom I have quoted, a brief 
reference to attempt to enforce conscription through a referendum 
during the late war may be properly considered. 

During the World War, I have been informed, no successful effort 
was had to pass a conscription law for England. Her nearness to 
the center of the war stage provided her with troops, even as the 
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Civil War in our own country furnished volunteers with which to 
win the war, and 3,000,000 organized labor vigorously protested. 

In Australia an effort to pass a conscription law in the fall of 
1916, two years after the beginning of the World War, is referred. 
to in the Canadian Liberal Monthly, January, 1917, as follows—and 
I have other extracts of what occurred at the time of the election: 

An effort little short of actual compulsion was made to insure a vote favor- 
able to conscription (in Australia). The strongest possible outside influences 
were brought to bear apparently through the instigation of Premier Hughes. 
But the free democratic people of Australia. who under volunteer enlistment 
had shown the strongest loyalty to the cause of the Allies and the Empire, 
refused to sanction conscription in spite of all these influences. 

Canada also refused to consider conscription. 

The United States without any close association with any foreign 
nation like that held by the mother country with the rest of the 
British Empire gave an illustration of military power that bad 
suddenly grown all powerful here. 

On our entry into the war six months after President Wilson’s 
reelection, because he kept us out of war, and six months after the 
Australian repudiation of conscription, our military authorities put 
through Congress an extreme conscription law of man power, but 
coupled with it an assurance that all needed exemptions through 
“selective draft ” were certain to be granted. 

After the law was passed these assurances failed. That law was 
passed under the pressure of war, which questioned the patriotism of 
any Member voting against conscription, so that our military forces 
were raised by conscription during that war. This resolution under 
which you are acting appears to be offered for the purpose of uni- 
versal conscription of wealth without profit, which has been shown 
to be impossible without a change in the Constitution. It appears, 
however, to make certain that conscription of men will be demanded 
as a regular part of our military plans in future wars irrespective 
of any universal conscription of wealth. Organized labor can pro- 
tect itself now under the resolution, but how about the future, and 
if labor is exempted from conscription why not all other man power. 

A statement by Admiral Samuel McGowan, retired, which appears. 
in the hearings, pages 73 to 85, urges a popular referendum prior to: 
any war. I note in the hearings that he was paymaster of the Navy, 
whose expenditures during the World War ran into billions of dol- 
lars, and as he states reached an average of $32,000,000 a day during 
a portion of the time. ' 

rom an economic standpoint alone, as well as from his war expe- 
rience, I submit his proposal for a referendum to the people, either 
by Congress or the President before Congress declares war may also 
be a proper constitutional provision for this commisison to consider: 
as I have proposed and with that purpose, in our efforts to maintain 
peace, I invite your consideration to the justice of refusing to recom- 
mend the conscription of men unless property needful for war 
purposes is also conscripted and without profit. 

At this point I do not expect to discuss the means by which our 
Government has been injected into foreign wars in the past, or the 
character and kind of propaganda, whether true or untrue, that has. 
been used to sway Congress in its decision. 
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This subject I have discussed in the House on several occasions 
and will invite any questioning along that line, but I assume it would 
not be proper to urge these matters upon you in view of the phrasing 
of the resolution under which you are acting. 

As a practical proposition, stripped of camouflage, I ask attention 
to that part of Resolution No. 98, which states 1t is “in order to 
promote peace.” 

Under some kind of interpretation there may be a purpose to 
promote peace by placing all our man power and industries under a 
militaristic control in peace and war, yet any action that is taken 
under this resolution because of its world-wide significance, due to 
the Kellogg peace treaty, will be closely studied by other nations. 
This Government has declared its purpose to outlaw war and has 
secured the signatures of more than 50 other governments to that 
agreement. 

If we place under military control as has been gathered from the 
statement of General MacArthur, speaking for the Army Staff, all 
the industries of the country, in addition to urging the construction 
of over a billion dollar new naval building program now before Con- 
gress, it will be hard to convince our own people or those of foreign 
nations that such efforts are advanced at this time to “ promote peace.” 

Experience teaches that similar methods to “promote peace ” 
were indulged in by the Czar of Russia in his large military prepara- 
tions and by the Kaiser prior to the World War with his powerful 
army and navy, but such peace purposes were properly apprised by 
the world at large. No one is deceived by professions alone, for 
actions have their legitimate effect and it is for war and not to 

romote peace these military and naval proposals are now urged on 

Yongress. They neither frighten nor deter any future enemy, but 
they are calculated to provoke international criticism and resentment 
when urged as a “ peace purpose.” 

May I advert briefly to the statement of General MacArthur, Chief 
of Staff, submitted to your commission on May 13, because of its 
interpretation of what is to be offered by your commission under the 
resolution. 

The first page of his exceptionally able presentation is entitled 
“ Promotion of Peace,” and he interprets the phrase by saying: 

The War Department strives to assist in impressing upon our own people 
the serious and terrible nature of modern war * > * The department holds 
to the belief, so often reiterated by our first President, that reasonable prepara- 
tion in defense is one of the hest guarantees of peace. 

That statement by Washington, of course, was made before our 
Government through its responsible agencies was demanding parity 
with the greatest naval organization in the world and before we had 
ignored a like phrase of our first President that we should “avoid 
foreign entanglements.” It was before this Nation in times of peace 
had outstripped all other nations in its Army and naval expenditures. 

I respectfully submit that the purpose of the resolution as inter- 
preted by the War Department will not be toward the “ promotion of 
peace” any more than would the raising of the Regular Army to a 
2,000.000-man standard recently urged by General Summerall, and 
for the same reason. Every military and naval appropriation by a 
peculiar coincidence is urged for the “promotion of peace.” 
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A skeleton form of a large army capable of insuring any national 
defense will not be questioned by the average citizen, but it is noted 
that the press wave immediate attention under significant headlines 
and substantial extracts from that part of General MacArthur’s state- 
ment, page 4, which relates to the general mobilization plan of man 
power which contemplates mobilization in successive periods of six 
field armies and supporting troops, or approximately 4,000,000 men. 
No attention was directed to the harmless discussion of limiting 
profits because of self-evident reasons. 

It would not be proper to allege tliat one purpose of putting through 
this resolution and the object of this hearing to secure a permanent 
army of 4.000,000 soldiers for battle all subject to immediate call is 
to fasten the conscription of man power into our military policy, but 
for the first time in all our history that effort occurred during the 
World War under what was called a selective draft that challenged 
the efforts of 5.000 boards to determine what percentage of the large 
number examined, desiring exemption, should be granted. | 

As General MacArthur states, page 5, “Your commission must 
fairly determine who shall fight and who shall stay at home.” In 
fact that seems to be the all-important question raised by the resolu- 
tion and pursuant to that suggestion he explains in some detai! the 
system which has been adopted by the joint Army and Navy selective 
service committee and adopted in the War Department. 

The selective system there proposed and which was in force during 
the World War is as elastic and open to unjust discrimination as any 
that could reasonably be devised. I am speaking now of the one he 
proposes, as well as the one in existence during the war. The expe- 
rience of the average board. I believe, furnishes numerous examples 
of this result of any “selective ” method apart from physical fitness. 

Just why the American youth of the land should be conscripted 
and thrown into foreign wars, whenever it pleases Congress to 
believe our national honor has been assailed, is not here discussed, 
but conscription of man power for fighting purposes is by this reso- 
lution proposed as a fixed policy of our Government, although in 
other wars it was never adopted. Only a certainty that our entry 
into the late war would fail to bring any considerable army of volun- 
teers brought forth the conscriptive method we then adopted. 
Neither England nor any of its colonies or dependencies found it 
necessary to conscript vouth of other lands for the World War and 
in fact where the question of conscription was presented by referen- 
dum it was voted down, as it would have been without question had 
it been submitted to the people of our own country. 

Yet the resolution under which vou are acting, in the view of the 
Army staff, assumes without discussion that conscription is going 
to be made a part of our permanent system and then explains with 
some detail the difficulties and embarrassment which would arise in 
any conscription of property and in fact to any particular limitation 
of profits by the Government of industries that are called upon to aid 
in war. 

On page 7, the Armv staff plan states that with 5.000 local boards 
engaged in selecting fighting men, mistakes are to be expected, but 
most of these mistakes can be corrected. The experience of these 
boards, during the late war. so far as my information goes, is that in 
some cases 50 per cent of those who appeared before the selective 
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draft board asked for exemption from conscription. And I talked 
with members of the boards quite frequently along about that time. 
Every Congressman was under tremendous pressure to have exemp- 
tions made, as we all know who were there at that time. A “ selec- 
tive draft ” produced this result. 

If men were anxious to fight abroad, as suggested in the hearings, 
that opportunity could have come to any of them by volunteering in 
foreign service between August, 1914, and April, 1917, prior to our 
entry into the war. And, by the way, my son was one of the first to 
- volunteer, and he served over two years with the Thirty-second 
Division. 

I do not question the patriotism of any boy or man who may ask 
or did ask for exemption from foreign service to help fight Europe’s 
battles and if it is understood that your commission is not to take 
all profits out of war by actually conscripting property as well as 
man power, it will be the natural thing to do. Then the military will 
be in command and a selective draft of man power will be to exempt 
favored classes unlike Germany and France and Italy that maintain 
large armies by classes when called to the colors and not like our 
own system that rejected the militaristic theory. I take it, no consti- 
tutional provision prevents Germany, France, or Italy from con- 
scripting private property nor do they so far as I understand make 
any exception of labor and other favored classes. If they do not, 
then on what theory should we discriminate excepting on that which 
would give to the Army staff a potential fighting machine of 4,000,- 
000 or, as a next step 8,000,000 or more men without reference to any 
real or pretended conscription of property. 

I speak with some personal understanding of what the late war 
meant because a military company from my home town which I or- 
ganized after returning from the Regular Army many years ago, 
and which continued its relationship to the Wisconsin National 
ia lost 88 men in killed or who died in France during the World 

ar. 

No objection can be urged to anyone seeking adventure who vol- 
unteers to fight in foreign wars, but over 13,000 casualties suffered 
by the Thirty-second Division composed of Wisconsin and Michigan 
troops known as “shock” troops indicates that army conscription 
means more than temporary service in safe places back several thou- 
sand miles from the battle front. ; 

No government in the world, I submit, has adopted conscription 
that has declared in its constitution or public acts it is organized 
for the protection of life, liberty, and pursuit of happiness of its 
citizens. Yet conscription of men is to be foisted upon our people 
by the Army staff under this resolution, and the statement of Gen- 
eral MacArthur now seeks to have it adopted as a permanent policy 
of our national-defense plans. I want it understood, of course, that 
is a matter of argument presented to your commission. 

On the other hand, any universal conscription or draft of industry 
as has been pointed out to your commission is subject to constitu- 
tional obstacles that range from allowing of just a to 
the making of contracts at “ reasonable ” foun by the Government 
and proposed rates of 6 per cent, 7 per cent, and even 8 per cent 
profits—depending upon conditions shown in our own investiga- 
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tions—to the kind of industry with a laxity sone only by the 
length of a piece of string. 

Now, that comes about in this way: Why, they say, this man or 
this contractor takes a chance; he is going to take a chance on the 
contract. The market and supply of material and workmen are all 
figured with a large margin for safety. He don’t know just exactly 
what is to be undertaken, and he puts a large figure on the profits 
he is to have. He may state 5 per cent, or estimate 15 or 50 per cent. 
That was one of the arguments urged upon us for some of the cost- 
plus contracts and other huge profits. 

Under the resolution as stated before an exceptional provision 
appears: 

Provided, That said commission shall net consider and shall not report 
upon the conseription of labor. 

I am in sympathy with that provision because conscription of 
man power generally, unless for home defense, is an extreme mili- 
taristic, autocratic policy, and I fully appreciate that the splendid 
organization of labor in this country has been able successfully to 
meet any efforts of the Army staff or of the War Departinent in its 
plans to conscript man power for war. 

But the resolution does not except men who are to lay down their 
Jives, if need be, in fighting for their country; it does not say that 
agr iculture, which is the backbone of the Government's supply of 
food for the soldiers, shall be exempted from conscription. And 
there is labor in every case, I assume. In fact, it does not exempt 
any other industry excepting that of organized labor with the word 
“organized ” eliminated. 

A criticism that, I submit, may be directed to this resolution is 
that without universal conscription of property or man power the 
evident effect is to conscript those who are unorganized in whatever 
capacity they may be laboring, but does not include organized labor, 
oganized wealth, or the industries of the country. 

“I trust I have not misinterpreted the meaning of the resolution 
or your jurisdiction under it as stated by Chairman Hurley that 
the commission has no power except that within the four corners 
of this resolution, and that resolution provides: 

Said commission shall not consider and shall not report upen the conscription 
of tabor, 

The purpose of this resolution on page 101 of the plan for mobi- 
lization of industries, I understand, submitted by the Army staff 
through the Assistant Secretary of War, provides: 

SECTION 1. That in the event of war declared by Congress to exist the Presi- 
dent be and he is hereby authorized to select for induction and induct into the 
public armed forces of the United States such male citizens or other male 
persons who have or shall have declared their intention to become citizens of 
the United States between the ages of 18 and 45 years as he may deem 
necessary, 

Provided, That no person between the ages of 21 and 30 years shall be 
deferred from such service on account of occupation unless in the judgment 
of the President— 


and I put a question mark in parentheses at that point— 


+ è> * Such deferment is necessary in the national defense. 
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The President does not pass upon these things. That is within 
understanding of every citizen. He has no more to do with it 
than any member of this commission. Of course, it can be brought 
to his attention. 


On page 107 of the plan the President is empowered to appoint and designate 
a representative as director of man power under the above law, but it further 
directs that this director shall designate an administrator of selective service 
who shall carry out the provisions of the act, and he shall appoint and designate 
an administrator of labor for purposes of national defense. 

I have quoted briefly from the Assistant Secretary of War’s plan. 

The director exempts labor and fixes compensation of all his assist- 
ants, subordinates, and counsel. But why exempt labor and not 
agriculture and other industries? One reason may be that organized 
labor objects to permitting the passage of anv law that can seize a 
man from his job and send him against his will to fight. That is not 
criticized excepting that by such exception it impeaches the purpose 
of the proposed act. 

With the record of the World War in mind, it will be realized that 
in the final determination the Army staff, if not in absolute control, 
will be the agency that under this resolution will have an active part 
in the determination of exemptions. 

A constitutional provision protects industries from conscription 
because property can not be taken excepting by just compensation, 
but the service of the boys and the young men of the country to be 
conscripted is to be taken without any pretense of just compensation. 

The best evidence of that lay in the fact that 5.000 boards during 
the World War passed upon exemptions and were urged in a vast 
number of cases to exempt those before them from active war service. 

In a statement of the Army staff as expressed by General Mac- 
Arthur it is explained that demands for certain items from indus- 
try when they can not be met because of too stringent specifications 
will be changed by having the specifications modified. That is for 
contractural relations as to property and profits, but there is no 
limitation or no modification of an order that sends the soldier to 
the front to fight where he is without voice in the matter. 

The staff proposal continues in the case of manufacturers that 
if necessary acceptable substitutes must be devised and authorized. 
Many of those who are subject to conscription would be highly 
relieved to be able to provide acceptable substitutes in their own 
places to do the fighting as was done during the Civil War. 

Let me urge upon you this may not be due to any personal fear of 
the consequences or any lack of courage or loyalty to their country 
of the conscripts, but it comes from a knowledge of the injustice that 
necessarily results from a selective draft, whoever selects, and from 
a like knowledge that no unusual conscription of wealth or property 
is possible or even contemplated. 

Requests for exemption may relate to many legitimate reasons by 
those called to the front who would retain their home jobs, home 
associations, families, and peace advantages that are of inestimable 
value to them compared with submission of their persons to poison 
gases and other methods of war destruction like that which wiped 
out a large part of the local company from my home city, including 
every commissioned officer killed or badly wounded. 
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Controversy has arisen before your commission over authority that 
exists under the Constitution in the particular handling of the 
industries of the country. 

The War Department, Mr. Baruch, and Congressman Johnson, all 
equally interested in the matter have laid before you their views on 
the subject of universal conscription or the conscription of industries. 
None of them, so far as 1 have noted, urged the conscription of 
wealth to the same extent as the conscription of man power to fight. 
That property consumption can be brought about in one of three 
ways. 

First by a capital tax, such as has been adopted in some of the 
nations of Europe to meet their enormous debts; second, by a war- 
profits tax that as Congressman Johnson suggests, might well absorb 
100 per cent of all the war profits, instead of reserving 20 per cent war 
profits for officers and stockholders. Third, “ price regulation,” an 
elastic method which is suggested by the War Department. 

Failures in organization of industries that occurred during the late 
World War were due frequently to incapacity or inefficiency of those 
placed in positions of responsibility, and Congress that has delegated 
in advance authority to control many activities in peace times will 
probably be slow to delegate in advance authority to mobilize indus- 
tries that will require 15,000 reserve officers and 6,800 or more officers 
in peace times. Once launched in war the control would be a complete 
surrender to those whose qualifications and programs are yet to be 
determined. Experience is not to be ignored when drawing paper 
plans for the conduct of war industries. 

The question of “contacts” or the control urged by the War De- 
partment for those industries acting under 14,000 or 15,000 reserve 
officers scattered throughout the industries is one deserving most care- 
ful consideration before its acceptance without limitations. 

Surely it does not need such legislation to prevent the purchase of 
a dozen or more spurs for every horse or several times the number 
of saddles that could be used, together with many other like contracts 
made during the late war that reflected alike upon the contractor and 
the Army agency which negotiated the purchase. Business interests 
with that kind of an experience would avoid future mistakes, but 
not through the plan proposed. 

I have the highest respect for General Summeral, General Mac- 
Arthur, and other generals from Pershing down to any new 
brigadier, also for the subordinate officers of the Army, and as one 
who served five vears in the ranks, respect for the private soldier 
as well. The same is true of the naval officers and men. But I 
recognize that practically all their teaching and training has been in 
the direction of service in which they are engaged and I do not 
forget that during the late war some of the saddest examples of ex- 
travagance and failure of administration occurred under the control 
of military officers. Nor do I forget that though trained for war 
these officers were generally appointed by Congressmen for war, not 
business. 

If leading officers of the companies enumerated at the outset of my 
statement, men of great wealth and corporate activities, like Secre- 
tary Mellon, Schwab, Dollar, and other industrial and financial 
leaders should be called before your commission, their evidence would 
be of value provided any acceptable method of taking over their 
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<orporate properties in times of war can be devised by constitutional 
amendment. It is probable that any proposal to do so without profit 
would meet substantial and vigorous opposition by the owners of 
such properties. That would at least sound out those whose indus- 
tries àre to be drafted—if at all. 

It is noted that the principal civilian witness thus far quoted as 
having appeared before your commission is Mr. Bernard Baruch. I 
-highly respect his abilities, for Mr. Baruch was an active factor in 
war preparation in 1917. But on page 437 of volume 3, of the com- 
mittee on ordnance that investigated war expenditures—that was not 
my committee; mine was aviation—it says: 7 

+ è è The nitrates program originated with the War Industries Board and 
Council of National Defense and is directly traceable to Mr. Bernard M. 
Baruch, chairman of that board. He admits thut he was the moving spirit of 
the plans for the Government. 

At the time of that report $116,194,994 had been expended for the 
nitrate program and $200,000,000 more was estimated necessary to 
bring it into the productive state. That report states that the nitrate 
program was a misdirected effort and further states that all the 
nitrates used by our Government during the war apart from a portion 
shipped from Chile, were from coal byproducts. If Baruch, at the 
head of war industries, was subject to severe comment for mismanage- 
ment and waste, what of those generally who made the contracts 

This is not intended as a criticism of leading witnesses before 
your commission, but to emphasize the seriousness of questions that 
will arise in any war and that are matters of individual capacity 
and judgment as well as of organization in the determination of 
plans for winning wars. 

In other words, for example, appropriations of over a billion 
dollars under the control of the Army staff never produced a fighting 
plane at the. front in more than 19 months of actual World War 
and during over two years prior thereto while our observers were 
on different fields studying military methods and needs. In the 
face of that record, will this paper plan of control of industries be 
accepted without caution and careful study either by this commission 
or by Congress ? | 

Our World War aircraft failure was disclosed particularly by the 
investigation which we held in 1921 and which was fairly extensive 
in view of the fact that the committee of which 1 was chairman 
took about 4.000 pages of printed testimony in its examination 
of our supposed aircraft activities during the war. 

That investigation discloses waste of money in practically every 
line of service through war profitcers, cost-plus contracts, and other 
profit methods seandalous beyond measure both as to amount or char- 
acter. Creel’s war statements of 10,000 American airplanes at the 
front were without a vestige of fact in their support. 

The aircraft investigation disclosed that over a billion and a half 
dollars was appropriated during the 19 months of war to furnish aìr- 
craft for war purposes. In Report No. 637, of the Sixty-sixth Con- 
gress, second session—that is, the one made by my commuittee—it was 
set forth that appropriations for aircraft during the war reached 
$1,692,336,424. Revocation of excess after the war left a balance of 
$1,205,636,424 available for use, and expenditures for aircraft pur- 
poses to June 30, 1919, reached $1,051,511,988. The net results of this 
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enormous expenditure resulted in American-built pursuit or com- 
bat planes, none; American-built bombing planes, none; and Ameri- 
can-built observation planes (D. H. 4’s), 213—that is, at the front— 
machines bought from our Allies, 527. Total American planes on 
French front November 11, 1918, 740, of which two-thirds were 
furnished by our Allies. With all her losses France had 3,321 
pa largely combat and battle planes. We had no combat planes 
ut the 527 we bought. 

In response to a question by the Military Committee from Mr. 
James, present chairman of that committee, “How many American 
fighting planes were there in France at the signing of the armistice ?” 
The answer was: ' 


General PERSHING. None. We had the De Haviland 4’s. 
Those are what Rickenbacker and other aviators before our com- 
mittee called “ flying coffins.” They were worse than useless. 


Mr. MILLER. I mean comhat planes. 
General PERSHING. No combat planes. 


Secretary Baker before my committee responding to my question— 


And we did not during the whole period of the war get a single fighting 
air machine or bombing plane to the front? 

Secretary BAKER. Not a fighting machine or a bomber of American manu- 
facture. (Aviation investigation hearings, vol. 1, p. 46.) 

Every combat plane was given to us or bought by us from the 
Allies during our 19 months of wer and the Allies were sadly in 
need of such planes for their own use. 

All this would properly lead to a justification for taking the 
profits out of war and for the selection in advance of capable men 
for times of war, but that does not require the conscription of 
4,000,000 men as proposed by the Army staff. 

My report of the indefensible waste of public money without 
any material results by the aircraft program of the Army Staff was 
supported by a detailed report of Mr. Hughes, now Chief Justice, 
prepared for President Wilson, and based on 15,000 typewritten 
pages of hearings and also by the Senate Thomas Report on aircraft. 


NATIONAL CAPITAL IN DANGER 


Yesterday’s papers contained a startling dispatch from Dayton 
wherein some brigadier general stated that the National Capital 
and New York City would each require 2.400 airplanes to defend 
them against foreign attacks and chat Colonel Mitchell, who ap- 
peared before my committee in 1920, declares we now have only 
100 serviceable airplanes with which to meet any enemy, and that will 
leave Dayton still unprotected. 

All this has a familiar sound, especialiy when military and naval 
appropriation bills are before Congress, but, remembering our aver- 
age Army and Navy appropriation bill reaches over $750,000,000 
annually, compared with less than half that amount expended before 
the war, all in times of peace, it is a proper subject for official 
inquiry; what part of that vast amount has ben diverted for these 
imperatively needed airplanes that now number only 100. Mitchell's 
command during the war of 1,500 combat planes at the Battle of 
=e Mihiel give force to his present judgment of our serviceable 
planes. 
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Based on appropriations of over a billion dollars placed under the 
Army staff during the war for planes, hundreds of millions of dollars 
in the 14 years since the armistice, and the above-stated insignificant 
result, it might cost the entire $39,000,000,000 spent by our Govern- 
ment for the war to furnish a fleet of 2,400 ships with which to protect 
our National Capital without assurance from past experience that 
they would be forthcoming. I am not presuming to criticize the 
Army staff, but am giving net results with aircraft reported by mili- 
tary experts during and since the war; not my judgment but theirs. 

The camp investigation committee, like my own, located contracts 
all over the country often selected where political pressure was the 
strongest, irrespective of Government needs. Cost-plus contracts, 
irrespective of approved forms, were made everywhere. In the estab- 
lishment of such camps, roadways, new nitrate plants, and various 
other war agencies the Army staff with the War Industries Board 
combined appear to have been given practically unlimited authority. 
The results were enormous expenditures and disappointing results. 

Hearings had before our committee of 15 covered 15 volumes of 
testimony or exhibits, some of which volumes run over 1,000 printed 
pages, all of which, covering around 15,000 pages, are matters of 
public record. This vast volume of hearings covering examinations 
of the 5 subcommittees and of the general committee of 15 discloses 
the vast problem which is sought to be so easily settled by the Army 
staff program placed before you by General MacArthur. 

I mention these facts without reflection on the personnel of the 
Army staff then or now. It is to be understood that all military 
and naval officers and including legislative officials are not neces- 
sarily good business men, qualified to pass upon contracts, profits, 
and the infinite variety of questions which arise and which were the 
cause of such enormous waste of money during the late war. But 
what is the inspiration that 12 years after the war creates a resolu- 
tion that does not even authorize the subpoena of a single witness, 
whereas many hundreds appeared in answer to subpenas at the 
hearings taken by the committee of 15 which covered the activities 
of those who made war contracts under authority of military officers ? 
Possibly a review of some of that evidence would be helpful in your 
deliberations. 

Any restricted field of action which avoids some of the mistakes 
in the past will be welcomed by everybody, but with past experience 
before us it is well to proceed with deliberation, if not with caution, 
before accepting the plans of officials, however high; because such 
plans, due to many constant changes in war activities, industries, 
and the judgment of men, may be of little value when another war 
menaces our Nation’s peace. 

With the limited scope of the investigation under this resolution, 
it is submitted that no definite or reasonably complete plans will be 
offered excepting to a very limited extent by the Army staff in the 
suggested attempt to mobilize industries and conscript man power. 

The record of our military officials in the waging of battle is with- 
out criticism, but the record made by responsible officials, political 
and military as well, in industrial activities does a public 
confidence based on past experence. 

It is, of course, easy to point out difficulties in the future and 
criticize actions in the past. That is not the purpose of these sug- 
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gestions, but it is submitted that in assuming jurisdiction to take 
over control and operate 15,000 private industries without profits 
and without assurance that conscription of industries and wealth so 
far as needed will be as cheerfully accorded to the constitutional 
authorities as the service of armies we conscript, there can be no 
complete or just program to meet the problem of war preparations. 

Any restriction that applies to profits limited or unlimited or sur- 
render of industries to the Government should apply to the conscrip- 
tion of men used for the same war purposes. Any restrictions that 
apply to conscription of labor should apply to every other citizen 
soldier called to fight in foreign wars. I confine this statement to 
foreign wars, because, while it is inconceivable that any local insur- 
rection or any invasion by any combined foreign force would ever 
seriously menace our country, it is always the case that some justi- 
fication for war can be found and will be covered, whenever deemed 
necessary, by the all-inclusive claim of national defense. 

The resolution I have offered in Congress restricts conscription of 
American soldiers to fight in Europe, but no restriction exists as to 
conscription to repel invasion in our own country and the resolution 
seeks to interpret how and where that invasion is to be met. 

A portion of the resolution I introduced that provides for a 
referendum to the people is deemed important because under existing 
conditions where American shipping carries munitions of war to 
combatants and Americans are often within danger zones on the 
high seas it is impossible to prevent international complications that 
may be held by any President or his advisers to justify war. Con- 
gress is certain to conform to his request as shown by past history. 
The only way to get a decision by those who must bear the burden 
of war removed from the powerful propaganda that always encom- 
passes Congress is by permitting a public referendum. That I have 
proposed somewhat after the method offered by Admiral McGowan, 
Congressman Fish, and others who seek the same ends. All this is 
within the jurisdiction of your commission if the resolution is 
intended to mean what it says—* to promote peace.” 

Mr. CoLLins. Mr. Frear, if this commission or the Congress should 
cil its approval to the mobilization plan of the Army, and it were 

ound to be workable, what would be the attitude of the other 
nations of the world, in your opinion? 

Mr. Frear. I would ak you what you mean by “ workable ”? 

Mr. Couuins. If, by any chance, it should be found workable, 
would not the other nations of the earth immediately adopt it, and 
would not that just mean competition for war purposes in still 
another direction ? 

Mr. Frear. If I understand correctly, I believe that all the other: 
oe have adopted it, excepting that they do not guarantee any 

rofits. 
j Mr. CoLLiNs. You understand that all of the other nations have 
adopted this same plan? 

Mr. Frear. Yes; I understand that Germany and France have, 
substantially though it is not exactly, the same plan. 

Mr. CoLLiws. I am talking about this same plan. 

Mr. Frear. They may have plans that are preferable, I would not 
say as to that, but I know that any action on our part, just like an 
increased naval building program, would mean further activity 
on their part. 
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Mr. Coins. What would be the psychological effect upon the 
rest of the world if this commission adopted a resolution or some 
proposal that would have back of it the mobilization of 4,000,000 men 
and the mobilization of industry? What would be the effect upon 
the public mind? o 

r. Frear. That, of course, is a question for your commission to 
determine. My own opinion is that they would interpret it immedi- 
ately as not in conformity with our pretense, that the Kellogg peace 
treaty is for the purpose of outlawing war. Of course, the argu- 
ment made in answer to that is that it is a matter of national defense, 
but there is such a thing as common sense and what would be accepted 
by the world at large; so, when we build additional battleships and 
organize like Russia and Germany in 1914 a large standing army, 
we would be a potential enemy in the opinion of the world at large 
and they would prepare in like manner. In Europe they are influ- 
enced by the countries and armies that surround them, but we have 
not that problem to face here. 

Mr. CoLLixs. Do you think that now is the proper time for this 
country to be considering a proposal of this nature £ 

Mr. Frear. I have directed my remarks almost entirely to this 
question of conscription of men. I believe there is no reason that 
justifies it at this time, excepting the desire of the Army staff to have 
a bill of this kind and I say that with all due respect to the Army 
staff, because I know sor of them personally. 

Mr. CoLLins. Have you examined this contract that the Army staff 
propos to make with industry ¢ 

Mr. Frear. I have not, because of insufficient time, and I do not 
believe that is material. Under their statement I understand they 
propose to make changes in contract forms wherever it is necessary 
to do so, and that is what they did during the late war. No contract 
will be insisted upon by purchasers, if they can get substitutes, and 
so on subject to modifications. So that any proposed contract at 
this time does not mean anything. Take, for instance, our late war 
aviation pato We ran across hundreds, yes, 1 might say thou- 
sands, of contracts made for aviation alone—for engines, wings, 
wing beams, and whatnot—and yet our efforts did not produce a 
single combat plane in 19 months of war. They produced enormous 
supplies of engines, but nothing available for use at the front in 19 
months of war. 

Mr. Corris. I take the statement regarding the Army contract 
to-day as doing more than the Army contract that was made during 
the war, in that it permitted the Government—the War Depart- 
ment—power to adjust the contract or the differences, even after the 
war was over, and as 1 understand it, that is a provision that was 
not made during the late war. 

Mr. F rear. I have not examined it in detail. 

Mr. Corns. Of course that would be largely in the interest of 
the manufacturers. | 

Mr. Frear. It is only two or three days ago that I received notice 
from the commission, and I began dictating my response. I have 
not examined the proposed contract, but I can not understand upon 
what theory you can say to a contractor that he has to have 6 per 
cent or 10 per cent, or as in some cases over 100 per cent, during the 
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World War either by inference or by actual contract, while the men 
over at the front are serving in the trenches for a dollar a day. 

Mr. CoLLixs. You have not examined that? 

Mr. Frear. No; I have not. 

Mr. CoLLiws. That is all. 

Secretary HurLeY. Mr. Frear, you made the statement that the 
Army plans military control of all industry during war. Did you 
mean to make that statement in regard to the plan submitted by 
General MacArthur? 

Mr. Frear. I tried to infer, as correctly as I could with the hasty 
examination I have given it, what they intended to do. 

Secretary HurLeY. You don’t mean to say that the Army plans 
military control of all industry during war? 

Mr. Frear. No; 1 would not insist upon that construction or to 
any question of splitting hairs, but I say that in effect the Army 
staff has control practically of all these matters during war, unless 
you put some other board in charge. 

Secretary HurLeY. Understand, I have no quarrel with you, about 
what you think about the Army plan. Do you mean to say that 
the Army plan, as proposed here, proposes military control of all 
industry during war? 

Mr. Frear. No; not all industry, but only those industries where 
they have contractual relations. 

Secretary HurLey. Don't you know as a matter of fact that it 
provides the exact opposite, for civilian control of industry during 
war, and that it provides specifically that the Army shall have 
nothing to do with the control of industry ! 

Mr. Frear. But, who is going to be the judge—— 

Secretary Huriey. Oh, wait. I don't want you to ask me any 
questions, but I want you to answer mine, because I think you have 
dong a great injustice to the plan submitted, and I believe you have 
done it because of an honest misunderstanding. I am merely try- 
ing to get your understanding of it. The Baruch plan, the Army 
plan, and every other plan that has been suggested here that I have 
considered seriously, and that I believe the members considered seri- 
ously, provides for civilian organization to come into existence at 
the time of emergency, to control all matters obtaining to procure- 
ment for the Army. Did vou find that in the Army plan? 

Mr. Fretar. No; but I found where 14.000 or 15,000 reserve offi- 
cers in different industries were to be taken over under the Army 
and were the ones to be placed in actual contact. 

Secretary HurLeY. Oh, wait a moment. It is evident that you have 
been incorrectly informed, and I am trying to clear you of a mis- 
understanding. I am not disagreeing with anything that vou have 
said about the capacity of an Army officer in business, nor with 
what vou have said in regard to the Members of Congress as busi- 
ness men. The Army is undertaking as a peace measure to have 
some Army officers who have a knowledge of industrv—not with the 
purpose of controlling industry, but in order that they mav under- 
stand industry. Do vou object to intelligence upon the part of the 
Army? 

Mr. Fresr. No: 1 don’t object to intelligence upon the part of 
any man. 
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Secretary Hury. Then, if the Army is attempting honestly to 
find out where it can cooperate with industry, is that an offense? 
Should it remain ignorant as you say it was in the late war? 

Mr. Frear. No; and I don’t claim that it was ignorant. I said 
there were great mistakes made, due to incompetence, and I place 
that right at the door of aircraft production. 

Secretary Hurtey. I am not going to argue with you about that, 
because I might agree with you on most of it; but I want you per- 
sonally to get an accurate understanding, because what you have said 
to-day is directly opposite to what the Army plan proposes. There is 
not one line in that whole plan that contemplates military control of 
industry in any emergency. 

Mr. FREAR. hae your testimony, Mr. Chairman. 

Secretary HurLeY. In regard to this resolution, you made certain 
imputations as to the origin of it. You are a Member of Congress? 

Mr. Frear. Yes. 

Secretary HurLeY. Congress passed this resolution. 

Mr. Frear. It did; it did; drawn by Colonel Wainwright 
ar are I believe. 

ecretary HurLeY. Who backed this resolution in Congress? 

Mr. Frear. I don’t know that anyone backed it, but when they 
provided that there would be no expense, and that there was no 
subpoena power given, there was no particular objection on the part 
of Congres 

Secretary HurLeY. You have imputed it to the Army Staff. Do 
you think that is fair, without knowing who proposed it? Do you 
think it is fair for you to make a charge openly that the Army Staff 
proposes this? 

Mr. Frear. I will say this: That you will not find in my statement 
anywhere that 1 did imply that. 

ecretary HURLEY. Then if I understood you to say that the Army 
Staff had anything to do with the presentation of this resolution 
l am mistaken? 

Mr. Frear. Oh, no; I would not go that far. . My experience is 
that the Army Staff is never failing to watch everything it can with 
respect to these matters, and I am not imputing any improper 
motives to it. 

Secretary HurLEY. You know that this is the American Legion 
resolution. l 

Mr. Frear. I know that the American Legion got the belief that 

ou are going to take the profits out of war. I believe it a mistaken 
belet That is one thought that has been put forward. If so, then 
let me read Mr. Shearer’s statement before the Naval Committee how 
he inspired some of the legion officers to make speeches on the sub- 
ject. Mr. Shearer was then receiving $2,000 a month from the Hearst 
publications as an advocate of “ preparedness.” 

Secretary HurLey. You made certain remarks in regard to the 
language of the resolution which provides that the commission shall 
not consider and shall not report upon the conscription of labor. 

Mr. Frear. Yes. 

Secretary HurLeY. Do you impute to the Army Staff any part in 
placing that in the resolution ? 
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Mr. Frear. If they expect the bill to pass, yes. I don’t know who 
had a motive behind it, but that was never in it before. Why dont 
they permit you to examine as to labor? 

Secretary HurLeY. We have quite an intelligent Congress, I think. 

Mr. Frear. Yes, 

Secretary HurLey. This is an act of Congress, is it not? 

Mr. Fretar. Which? 

Secretary HurLeY. This resolution. 

Mr. Frear. But it is Just an inquiry. 

Secretary HurLey. The bringing into existence of this commission 
is an act of Congress. 

Mr. Frear. Yes; it was passed by the Congress. As I said, it was 
a harmless resolution, absolutely so, because you have no power to 
subpoena, and you are restricted to a very limited scope. 

Secretary HurLeY. Do you impute to the Army the responsibility 
for the act of Congress and its deficiencies ? 

Mr. Frear. I don’t impute it to any one. That is something that 
you would not expect me to do, and neither would I expect it of you. 

Secretary HurLeY. The inference that I am getting from your 
statement 1s the fact that the Army has some sinister motive in this. 

Mr. Frear. Oh, no. They have a general motive of trying to con- 
script men. That is what they did during the war, and they want 
to do it now, and every headline of every newspaper shows that 
4,000,000 men would be conscripted. They don’t say anything about 
property, but it is 4,000,000 men. 

e HurLeY. Do you know the size of the Regular Army 
now ? 

Mr. Frear. Yes; about 200.000—188.000. or something like that. 

Secretary Herrey. That is the National Guard which you have 
confused with the Regular Army. 

Mr. Frear. I was taking the Regular Army as something of that 
kind. 

Secretary HurLeyY. The Regular Army is 118,000. 

Mr. Frear. I accept the correction. 

Mr. Corrs. It is about 126,000. 

Secretary HurLey. The enlisted personnel, if you put in the Philip- 
pine Scouts; yes. 

Mr. Frear. Is not the National Guard under the jurisdiction of 
the Regular Army? 

Secretary HurLey. It is not completely so. It is under the juris- 
diction of the several States, and it would take action to bring it 
under the jurisdiction of the Army. 

Mr. Fretar. Yes; I know. I served 11 years in the National 
Guard. 

Secretary HurLeyY. And I am sure that I have served longer than 
that. 

Mr. Frear. I served also five years in the Regular Army before 
that. 

Secretary Hurtey. I don’t see that that has anything to do with the 
thought I have in mind. 

Mr. Frear. It does, because the National Guard is a part of the 
Regular Army to-day in all respects in case of war. They are 
certain to be ordered among the first. 
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Secretary Horey. They are certain to be, but not until an act of 
Congress makes it possible. 

Mr. Frear. Do you mean to contend that Congress would not pass 
such an act? 

Secretary HurLey. No. 

Mr. Frear. Then it does not mean anything. 

Secretary Hurtey. Did you see anything in General MacArthur's 
statement in regard to increasing the Army in time of peace? 

Mr. Frear. I think not. I have not suggested it. Of course, I read 
the statement hurriedly and there may be something there; but I have 
not seen it. 

Secretary HurLeY. Our country, as you know and as I know. is 
opposed to a large standing army in time of peace. 

Mr. Frear. Absolutely. 

Secretary Hurry. Have you seen anything in the Army plan that 
contemplates a greater Army in time of peace? 

Mr. Frear. No; because it could not be passed in Congress if it 
were there. | 

Secretary HukrLeY. His motives, then, are wrong; but he is just 
cutting his cloth according to what he can do? 

Mr. Frear. That is an assumption on the part of yourself, Mr. 
Chairman. 

Secretary Hury. I say that all of your statement is to the effect 
that the Army is trying to put something over on us, which it is not. 

Mr. Frear. I have not made any such contention, and my statement 
will not show it. 

Secretary HurLeY. General MacArthur did not ask military con- 
trol of industry. On the contrary, he said that industry should be 
controlled by private individuals. 

Mr. Frear. With a profit at 6 per cent. That is his statement. Is 
not that true? Does'nt he say a profit of 6 per cent? 

Secretary HurLeY. Yes; I think he did. I think he said that: but 
he did not say all of these other things that you have imputed to 
him. I say to you that the Army did not ask for the passage of this 
resolution. contrary to what you have said. 

Mr. Frear. Why do you insert “contrary to what you have said ”? 
I have not said any such thing. 

Secretary HurLeY. Then, if you did not, that is all right; but I 
want it to appear in the record that you have not said it. 

Mr. Frear. And I want it to appear in the record that I have been 
misquoted, if you put that statement in. 

Secretary HURLEY. Very well; that is very good. You say in effect 
that the question of draft of man power should be considered in con- 
nection with the control of industry. Did I understand you correctly 
on that? 

Mr. Frear. If one is conscripted, both should be conscripted, be- 
cause in practically every case that is avoided in the statement of 
these Legion men; that is the genesis of this resolution. They have 
expected that property is to be conscripted—that is, the use of prop- 
erty—without profit. 

ecretary HURLEY. Let me ask you something else: Did you know 
that a man power bill was submitted to Congress providing for a 
draft in the Army in time of emergency? 

Mr. Frear. At what time? 

Secretary HurLeY. Within the last two and a half years, 
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Mr. Frear. Why, thousands of bills were introduced with which 
I am not familiar. I know that it was never reported out by any 
committee. 

Secretary HurLeY. Do you know that I personally withdrew that 
man power bill, saying that the draft of man power should be con- 
sidered with mobilization of industry and not separately ? 

Mr. Frear. I think that is a very excellent act on your part. I 
did not know it before. 

Secretary HurLeY. That is a fact. The gist of your statement is 
to the effect that the War Department is trying to get men into the 
Army to die for a dollar a day without considering industry. 

Mr. Frear. Again you go back to your original statement. I have 
not said that. I say, here is their plan, and I am asking this com- 
mission what you are going to do. ie you, not the War Department 
or the Army staff, going to report for that? 

Secretary HurLeY. For what? 

Mr. Frear. Are you going to report that you are going to con- 
script man power and send them to war for a dollar a day and 
still give this profit of 6 per cent or 10 per cent or whatever 1t may 
be to the industries of the country? That is the question that this 
commission has to answer, not the Army Staff. 

Secretary HurLey. I misunderstood you. You have been talking 
about the Army Staff. 

Mr. Frear. 1 had to do that. They have control in time of war. 

Secretary HurLeY. Of course, I can not speak for the commission, 
but personally I have said time without number that it is unjust, 
dishonest, unpatriotic, to require one man to die for the Republic 
while another profits by war. 

Mr. Frear. [ thank you. I could not make a speech as good as 
that myself, Mr. Chairman. 

Secretary Hurtey. And I think you will find what I know to be 
a fact—that the Army Staff is striving to minimize the profits, to 
climinate them if possible, and to equalize so far as practicable the 
burdens of war. 

Mr. Frear. Is not the Army Staff to-day trying to conscript these 
men by act of Congress here? 

Secretary Horer. It is not. 

Mr. Frear. Is not that their recommendation ? 

Secretary HurLeY. In an emergency ? 

Mr. Frear. I mean in war. 

Secretary HurLeY. The Army Staff has simply said that in any 
possible emergency in which some millions of fighting men might be 
needed the only fair way to mobilize them would be through the 
operation of a selective service law. And they have also said how 
to control profits. The Army Staff studies these things constantlv, 
but it has alwavs maintained that the War Department can not be 
expected to have anvthing to do with industry in war. That is a 
matter for Congress, the President, and whatever civilian agencies 
are designated or set up to help direct our industrial effort into 
proper channels. The Army Staff, in peace, tries to compile statistics 
and all tvpes of information and develop initial plans for whatever 
use such agencies might care to make of them in case of need. 
You say that the Army plan permits excessive profits. The War De- 
partment believes that if under this plan any excessive profits are 
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made, they should be taken from the men making them by excess- 
profits tax. 

Mr. Frear. How much are they going to take, 100 per cent? 

Secretary Hurtey. Yes; 100 per cent, if possible, over and above a 
normal or average peace-time profit. 

Mr. Frear. They are willing to allow a profit of 6 per cent, but 
how are they going to value the properties? How are they going to 
make these contracts; how are they going to determine what bonuses 
and salaries are being paid to men in the different corporations? It 
is beyond human possibility for man to do, I don’t care whether it is 
in the Army or in civilian life. Here are two people who are making 
a contract. One is under greater expense than the other. How are 
you going to determine the exact profits made by them? 

Secretary HurLeY. Do you believe that we should not even try to 
do it? 

Mr. Frear. I say you ought not to conscript men unless you take 
charge of property. mE 

Secretary Htrrey. Then you would repeal that portion of the 
Constitution which provides that you can not take property without 
due process of law? 

Mr. Frear. Absolutely, if we are going to conscript men during 
war. 

Secretary Hurtey. You want to repeal that portion of the Consti- 
tution ? 

Mr. Frear. No; I don’t want to. 

Secretary Hurtey. How can you conscript property without 
doing so? 

Mr. Frear. I say that if you should conscript men, you should 
conscript property, and by constitutional amendment, if you so 
desire. 

Secretary Hurry. The law provides that all men between the 
ages of 18 and 45 are available for service in defense of their country. 

Mr. Frear. But not in France and Germany and in other countries. 

Secretary HurLey. I am talking about our country. 

Mr. Frear. I understand what the Constitution provides, and I 
appreciate the force of it, but never in all of our history has it been 
assumed that they were going to conscript men until this late war, 
under the Constitution. 

Secretary HurLeY. Does the Constitution provide that? 

Mr. Frear. Yes; for insurrection. 

Secretary HurLey. It provides also that you shall not take prop- 
erty without due process of law. 

i Ir. Frear. Yes; and that is where tbe amendment should come 
along. 

Secretary HurLeY. And you want to amend both these phrases of 
the Constitution ? 

Mr. Frear. No. 

Secretary HurLeY. Then I don’t quite follow you. 

Mr. Frear. I say, don't pass a conscriptive act for men unless 
you pass a conscriptive act for property, even if you have to amend 
the Constitution, and I believe that is necessary, so that there will be 
no compensation allowed. 
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Secretary HurLeY. You stated that the War Department plan 
rovided for bonuses as excessive salaries. Did you see anything 
in the war plan about that? 

Mr. Fretar. I did not say that. You have made a mistake. I 
said that all those questions in the corporate management would 
have to be considered in determining the contract. 

Secretary HurLeY. Again I misunderstood you. 

Mr. Frear. I think you did, but I don’t think you willfully did so. 

Secretary HurLeY. I understood you to say that, and there is not 
anything of that kind in the War Department plan. 

Mr. Frear. I.did not say that at all. 

Secretary HurLeY. Did I misunderstand you as to the conscript- 
ing or drafting men for the British army by Great Britain? Did 
you say that they were not conscripted or drafted ? 

Mr. Frear. Yes; I said that I so understood. 

Secretary HURLEY. You mean to say that Great Britain had no 
draft act during the war? 

Mr. Frear. I mean to say that as far as I have learned, and I 
have the record here if you want to see it, that that is so. 

Secretary Hurury. I don’t need the record. I was there at the 
time. 

Mr. Frear. Was there a conscriptive act? 

Secretary HurLeY. Yes. 

Mr. Frear. What was that and where? 

Secretary HurLeY. I am not being examined. I am just telling 
you that you are mistaken when you say that there was no such 
act. 

Mr. Frear. I understand what you are telling me. I have here 
the reports of the debates in the Parliament on the subject and 
understood it was defeated. 

Secretary HurLeY. You better look up some more debates, be- 
cause there is much more to that. 

Mr. Frear. Would you give me the reference to it? 

Secretary HurLeY. I have not a reference to it but I do state that 
they did draft men. 

Mr. Frear. For what purpose? 

Secretary HurLeY. The Po dada Britannica will give you 
all that information. 

Mr. Frear. At what time, and what was the effect of it? 

Secretary HurLeY. The effect of it was to get an army to defend 
the British Empire. 

Mr. Frear. Yes; but I mean what men were conscripted. 

Secretary HurLeY. I could not tell you that possibly, but they had 
a tremendous army that was made up of draft or selected men, and 
your statement that they did not resort to conscription is not correct. 

Mr. Frear. That is the statement that I have here, and I have 
given the authority for it and also that they tried to get it in force 
in Australia and wanted to put it in force in Canada, but they did 
not. 

Secretary Hrriry. I have no information as to what they did in 
Australia or in Canada, but I do recall that while we were in France 
thev were having serious trouble trying to make the draft act apply 
to Ireland. Finally Ireland was eliminated from the powers of 
that act. I recall that. I do know they had a draft act. The 
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urpose of my examination of you is not to quarrel with you, because 
i believe we may be after the same resolution. 

Mr. Frear. I am in favor of protecting this Groverrment to the 
limit, but not sending our troops by conscription abroad to fight 
Europe’s battles. 

Secretary HurLey. The thing I wanted to make certain is that 
neither you nor the public should have a misunderstanding of what 
the War Department is seeking in this matter, because, after all, we 
are citizens just like you are. 

Mr. Frear. But the War Department to-day is seeking in this 
bill to have conscription of men, is it not? 

Secretary HurLey. The War Department, as I stated, wants 
mobilization of industry. Š 

Mr. Fretar. I am leaving that out in my question? 

Secretary HurLeY. And I have said that I don’t want the con- 
scription of men studied without the industrial end of the problem 
studied at the same time. 

Mr. Frear. Then would it be your judgment as a general propo- 
sition to permit industries to be placed on the same basis as the men 
who were sent to the front, without profit? 

Secretary HurLeY. You are asking me to make a decision that 
this commission is going to make, and it would be a little embarrass- 
ing for me to state my own opinions on that subject at this time. 

Mr. Frear. I withdraw the question, Mr. Chairman. 

Secretary HurLey. That is before the commission acts. I con- 
gratulate you, Mr. Frear, upon the clarity and intelligence of your 
statement. l 

Mr. Frear. And I thank you. Of course, I know the record of 
the chairman of this commission. I know that it is a very com- 
mendable record. I might say that my son was over there in the 
Thirty-second Division with all of the others. My father was for 
three years and a half in the Civil War. I myself raised a company 
for the Spanish-American War, so that I have some little. under- 
standing of these matters. I feel just the same interest in the de- 
fense of the Government that you do. 

Secretary HurLey. I believe that. The only thing that I am try- 
ing to get from you is this. I don’t lke it to appear that the War 
Department is making a special effort to put through this program 
one way or the other. Jn the last analysis it is going to be a matter 
up to Congress, and I believe the War Department is conscientiously 
attempting to help this commission—not that it expects this com- 
mission to agree with the War Department or the general staff on 
anything. All we are trying to do is to give the commission what 
information we have and put it into shape so that it is under- 
standable. 

Mr. Frear. I have not used the term “War Department” in any 
place. I referred to the Army staff, and I want to suggest one 
reason how that comes about. As I said, Secretary Baker was on 
the stand for two days. I admire him personally very much. This 
was when the men went down into Texas during the war, men from 
my old company. I said to Secretary Baker: 

There is going to be an effort, I am satisfied from all that I can learn, to dis- 


place some of the commissioned officers, some of the colonels and lieutenant 
colonels that we have in our Wisconsin National Guard. 
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That National Guard had behind it Charles E. King, and there 
was no better-drilled man in the country than he. I said to Mr. 
Baker further: 


All I ask is that they should have the right to be heard if there is any attempt 
to displace them by Regular Army officers. 

He promised me at that time to do that. He said he would be very 
glad to do it, and that he thought that was a proper request that they 
should have a hearing. I went to him after the Wisconsin regiments 
were sent abroad, and I said, “Mr. Secretary, you remember you 
promised to give these men a hearing before their rejection?” He 
said, “I do.” And I said, “But it was not kept?” He replied, 
“Mr. Frear, the Army staff had to win the war; the Army staff 
made these recommendations, and what else could I do?” I now 
speak of that because the Army staff, after all, is the agency, and not 
the War Department, eventually that 1s responsible, and that is what 
will come in the next war as well as in the past. They reach out 
from underneath. They are reaching out possibly with very good 
intentions, but it is just what would happen. Only one officer, 
McCoy, was kept in the Wisconsin Guard, if I remember correctly, 
and I knew them all. A leutenant colonel from my own town, who 
was the best pistol shot in the State when I was in the National 
Guard, was thrown out. He is living to-day in good health, but a 
Regular Army officer was put in his place. That is the reason I say 
what I do. It is the natural ambition for a man to want to get pro- 
motion when he goes into the Army. He does not want to go in a 
second heutenant and come out a second lieutenant, and he replaced 
the regimental officers in our National Guard in nearly every case. 

Secretary HurLeY. Of course, I have never intended to control 
the attributes of human nature, but I do say that that Army plan 
provides for an industrial set-up entirely separated from the com- 
bat forces, and the Army plan does not provide for military control 
of industries. 

Mr. Frear. I am very glad to get your statement, Mr. Chair- 
man, and I will reread the plan to see if there is any error in the 
statement that I have offered. 

Mr. Hapiey. Mr. Frear, there has been some discussion about the 
genesis of this resolution under which we are acting. 

Mr. Frear. Yes; that is true. 

Mr. Haptey. I am not going into that, but you referred particu- 
larly to one phase of it, and that is the provision exempting the 
consideration by the commission of the conscription of labor. 

Mr. rear, Yes. 

Mr. Hanuey. Is it not a fact that that exemption proviso was 
written into the resolution on the floor of the House by amendment? 

Mr. Frear. It may be. I do not know. 

Mr. Haprey. I think it was. 

Mr. Frear. It shows the influence that could be exerted in such 
a case, if so. 

Mr. Haptey. I have asked the question for your information. 

Mr. CoLLins. It was put in there on an amendment offered by 
Mr. Huddleston. 

Mr. Haptey. Yes. He offered the amendment on the floor of the 
House, and after general discussion and debate it was adopted. I 
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simply bring this forward to show that the genesis of this provision. 
was right on the floor from an individual Member of the House, 
and that the House agreed to it. 

Mr. Frear. And for that reason it occurs to me that this com- 
mission should bear that in mind and ask why an exemption should 
be made of one class, while the other man should be sent abroad 
to fight. 

Mr. Haptey. That goes to the merits of the case, and I am only 
pone about the genesis of that feature of it. I don’t want 
the impression to exist that that originated with the War Depart- 
ment, whereas as a matter of fact it originated with a Member of 
the House. I think your statement might be subject to that inter- 
pretation. 

Mr. Frear. Yes. But I have made no statement as to its origin. 

Mr. HapLeY. There is one other thing that I would like to ask 
you about which you have not discussed, and perhaps you don't 
care to discuss it. You know under the war powers of the Presi- 
dent under the Constitution it is possible to commandeer property 
for military purposes in time of war. Many suggestions have been 
made to the commission along the line of price fixing to control this 
matter of profits, which we have under consideration, supplement- 
ing the price-fixing plan, if given effect, by the exercise of the tax- 
ing powers of the Government under the Constitution and the 
statutes. 

Mr. Frear. That was attempted during the late war. 

Mr. Hapiry. I am speaking of the time of war, of course. You 
said that if conscription be given effect in time of war it must be 
supplemented with an amendement to the Constitution to make 
equally applicable the power to take private property without com- 
pensation. If conscription is given effect, what would you say as 
to the plan of controlling prices through the price-fixing power of 
the Government, and supplementing that by the exercise of the tax- 
ing power, along with commandeering private property, but only 
commandeering so much property as 1s necessary for military use, 
not taking property not necessary for such use? 

Mr. FREAR. While a paper plan may be formulated that would do 
all of these things in regard to prices, it is practically impossible, 
unless the Government takes over property as it did with the case of 
the railroads, and I am not defending that; but the point I make 
is that there ought not to be conscription of men unless you take 
property without profit. 

Mr. Haney. I recognize the force of your suggestion that it is 
difficult to get a complete application of the price-fixing power. I 
am just discussing it as a theory, but the proposal has been made for 
that very reason to supplement price-fixing programs by the exercise 
of the taxing power through an excess-profits tax, to clean up those 
discrepancies which should be found to exist where there had not been 
sufficient property taken. 

Mr. Frear. Let me give you an illustration of the difficulty. Here 
is a company that has a direct contract with the Government for 
furnishing war supplies. Right adjoining it is another company that 
does not have that kind of a contract, but which is, nevertheless, 
making enormous profits out of the war. They are retaining labor 
here under this proposition of “ selected draft ” that you have before 
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. you, and they are making enormous profits and the only way that 
you can reach that is under the ordinary income tax, because they 
are not making things directly for war purposes. Here are our 
soldiers abroad, sent over there possibly to die, and they realize that 
the people back home, the laboring man, is getting perhaps ten times 
what they are getting. Of course that is an exceptional case, but 
that has occurred. Also, they realize that others are profiteering, 
and yet those fellows are fighting our battles abroad. t agree that 
every man should be called upon to defend his country in time of 
war. I would take ministers and everybody else and I would insist 
that they go into the ranks when war comes, that is, in case of 
invasion or insurrection; but over there in Europe it is different. 
Referring to war profits you can not with the ordinary taxing powers 
adjust things so that they will be equalized and fair for the man 
who is fighting for a dollar a day—and I don’t care whether he be 
a commissioned officer or not, because if so after he buys his Sam 
Browne belts and other things necessary he is about as bad off as a 
private. 

Mr. Haptey. It has to be conceded by all that it is not desirable 
to take property universally in the country in time of war and 
control it and administer it just because there is a war in progress 
unless the property is necessary. 

Mr. Frear. Let us take the Steel Corporation, for illustration. 
It has certain contracts. They have contracts for war supplies, 
but many of the Steel Corporation’s profits, whether it be the United 
States Steel or the Bethlehem or any other company are from 
other sources in addition to contracts for war supplies. How are 
you going to adjust a thing like that? 

Mr. Haney. If the taking of all property in the country in time 
of war can be avoided by a reasonable approach to equity through 
whatever instrumentality, it will only result in the taking of that 
which is necessary for war purposes. That would be preferable, 
would it not? 

Mr. Frear. It would be preferable, of course, but it would not 
reach the difficulty of ascertaining war profits. 

Mr. Haptey. That is what we are discussing. 

Mr. Frear. As a matter of fact, we found this in our committees 
and I think my experience was that of practically every member 
of my committee of 15. We traveled all over the country and I took 
most of the testimony myself, perhaps imperfectly. 

Mr. Haier. I wish to interpolate there, if you will permit me, 
that I do not agree with you when you say that you did that work 
imperfectly. I am familiar with it, and I know that it was a most 
exhaustive work and a very systematic inquiry and I know that the 
Congress and the country appreciate it. 

Mr. Frear. I thank you for the compliment. And I might say 
that I do recall when we were in Seattle that my colleague who has 
just spoken, was sitting at that time with Dr. Nicholas Murray 
Butler, listening to the testimony of his brother from Everett, whom 
we had on the stand, and he said some very kind words to us, which 
perhaps were not deserved at the time, but we were endeavoring to 
get hold of those situations, and we found it almost impossible to 
determine profits so as to restrict to any percentage, either by taxa- 
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tion or otherwise. I am opposed to this question of conscription of 
men. As I said, my son went among the first. He was over there 
before we passed the conscription act. He was trained in a military 
school, because after my service in the Regular Army I said he ought 
to be. He went in as a first lieutenant and he came out as a first 
lieutenant. He was at Chateau Thierry and other places, but he 
did not get any promotion, and although he was asked to stay and 
get a promotion, I said to him, “ You better come home and take 
care of your wife and child.” I realize what the conscription of 
men means and we are going to have it again, I believe, if the Army 
Staff plan is adopted by Congress. I have been in every country in 
Europe with the exception of Spain and Rumania. I spent two 
months in Russia. I know what the situation is over there and what 
the hatred and bitterness of feeling is between those people and I 
fear another European war more than I can express. I have quoted 
authority after authority on this subject, and I do not want us to 
become involved, and to send our soldiers over into another war to 
end wars. I realize the chances of getting into war because of our 
shipment of munitions, without any law or restriction that will 
prevent such shipments, and I realize the possibility of American 
citizens being on vessels in the war zone that are destroyed, and 
under such circumstances it is almost impossible to keep out of it, 
because propaganda and pressure is nearly all in favor of war at 
such times. 

Secretary HurLeY. May I follow just for a moment a line of cross- 
examination that Mr. Hadley has developed. 1 refer to the com- 
mandeering or taking control of all property during war. Would 
that disjoint the entire economic system of the country? 

Mr. Frear. Unquestionably, and that is a reason it makes it almost 
impossible to carry out. Wages and every other question is involved. 
All I ask is that both man power and industrial power not be con- 
scripted, but when war comes take it as best you can as we did in the 
other case with contacts and surveys of industries that will be 
needed. 1 have not any criticism to make of that. Then impose 
your war excess-profits tax to 100 per cent and income tax up to 40 
per cent as we did the last time. 

Secretary HurLeyY. If we should follow your suggestion, and if 
we had to select men to serve, if we did that, and conscripted all 
property. vou would have economic chaos and war at the same time, 
and in vour opinion what would be the result of that upon the 
country t 

Mr. Frear. It would be the same as it is in Germany and these 
other countries where they take over their property. I don’t think 
they guarantee 6 or 7 per cent or any other per cent. Of course 
I remember that Krupp was supposed to have made a great 
deal of profit, and I tried to make an examination of that one case 
in this effort to get all the information I could in support of the 
resolution that I offered in the House. We could take control of 
property. Take the case of the Du Ponts. They jumped profits from 
$5,000,000 to $75,000,000. We could take control of these properties 
without any question, but I would not take all properties, because you 
don’t need all properties—only property essential to the winning of 
the war. 
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Secretary HurLeY. Then you would not commandeer all property? 

Mr. Frear. I never thought of such a thing, nor would any man 
of intelligence, in my judgment. 

Secretary HurLeY. Through what agency would you get control 
of these properties that you consider essential ? 

Mr. Frear. If you are going to conscript man power then I would 
change the Constitution so as to permit you to take that property 
without profit. There will be injustices, at once, with that, because 
one man with property that is not taken for purposes of war would 
make his profits while you are taking the other property without 
profit; but when war comes why should the man who has all of the 
money, with a billion dollars, say, individually with 60 corporations 
under him, have any advantage over the man who is fighting and 
who gets one dollar a day and then he opposes men having any ad- 
justed compensation at two dollars a day? I need not mention 
names. 

Mr. CoLLixs. You understand that right to commandeer comes 
from the fifth amendment that gives the right to take property for 
public use? 

Mr. Frear. Yes. 

Mr. CoLLixs. But upon payment of just compensation ? 

Mr. Frear. Yes. 

Mr. Corns. I just want to ask one question, because you have 
hinted at it, with reference to a statement that appeared in the press 
of the country yesterday, as to the inadequacy of our air service. 
It is not so much in the nature of asking the question as it is of 
reading into the record what occurred in the hearings on the last 
War Department appropriation bill. I read from those hearings: 

Mr. Cotitins. I want to ask you one more question before I forget it. The 
Government appropriates money for the Air Corps of the Army and also 
appropr.ates money for the Air Corps of the Navy. I imagine that the appro- 
priations for the Navy for all activities are about the same as the appropria- 
tions of the Army, which are around $70,000,000, What is your opinion as to 
the adequacy of that sum of money to provide an adequate air force for this 
Government? 

General FECHET. I am firmly convineed that the United States is spending 
enough money to-day to provide it with an adequate national air defense, but 
in my opinion it is not being properly spent. 

Mr. COLLINS. That is all. 

Mr. Barbour. Who is responsible for that? 

General FECHET. It is diflicult to answer. 

Mr. Frear. I was expecting some one was going to ask me ques- 
tions in regard to that statement given out yesterday in the news- 
papers in regard to 2.400 air machines necessary to protect the Na- 
tional Capital, and also an equal number necessary to protect the 
City of New York, given out possibly by the same Army officer. 
Colonel Mitchell was before our committee as I have stated. I think 
his judgment is fairly good. He was in command of the largest 
fighting air force ever assembled in war. In a very short time these 
alrplanes are obsolescent, 1f not obsolete, and here is a very interest- 
ing question as to propaganda. I don’t know who is giving the news 
items out to-dav down at Dayton, Ohio, but I have here a copy of 
the New York Times of yesterday with a long account of the same 
airplane subject of 672 planes that are soon to go to New York— 
and I notice a controversy with the ome chairman here in 
regard to what was going to happen in respect to them. I approve 
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of what he said and did. But in that whole page of the New York 
Times there is not one suggestion about the National Capital being 
involved in danger or New York, requiring 2,400 planes for its 
Cee What was the purpose of sending that despatch to 
Vashington and startling the people down here? Who is giving the 
news items out from Dayton? Of course none of us believe in that 
kind of propaganda now being sent out. The New York Times does 
not carry one single line of it, so its purpose is manifest. 

Secretary Hurry. Mr. Collins has read a statement of the Chief 
of the Air Corps as to the adequacy of appropriations. Do you think 
it would be appropriate for me to attempt to censor newspaper 
articles, to deny rumors and go into a controversy with ‘anyone 
outside who expresses an opinion ? 

Mr. Frear. If you did, Mr. Chairman, I would expect you would 
invoke an immediate war at home, not abroad. I am speaking of 
that article being sent to the Washington newspapers. It is so 
apparent to anyone who has had experience. Not one line goes to 
outside papers about the National Capital being in danger of being 
imperiled and needing 2,400 airplanes. 

ecretary HurLEY. Of course, I deprecate a statement of that kind 
as much as you do, but I decline to take these matters up on mere 
rumor. Let me illustrate by way of showing the weight to be given 
to matters of this kind. I saw my picture recently in the newspaper 
together with a statement that I had gone to a hospital, whereas as 
a matter of fact at that time I was having a party in my home. 

Mr. Frear. Oh, Mr. Chairman, they were just looking for the 
picture of a handsome gentleman and no restrictions govern such 
propaganda. 

Secretary HurLey. Of course, I would not want to get excited over 
dl articles. That is all. We thank you very much, Mr. 

rear. 

Mr. Frear. And I thank you, Mr. Chairman. I realize the diffi- 
culty of such an investigation as that you have undertaken and do 
not misunderstand anything that I have said. There is in it no 
criticism of this commission, either now or for anything that you 
may do hereafter. You have a hard proposition before you. I 
thank you. 

The commission then adjourned until to-morrow, Tuesday, May 
19, 1931, at 2 o’clock p. m. 


SUPPLEMENTAL STATEMENT BY MR. FREAR 


Mr. Frear. An examination of data at hand indicates that I was 
mistaken in my understanding that no conscription law was passed 
during the World War for England. The statement as I understand 
it, is true that neither Ireland, Australia, nor Canada ever adopted 
conscription of man power during the World War. In England it 
was consistently opposed by organized labor, but some law appears 
to have been passed about May, 1916, or 20 months after England 
was in war. At that time nearly 1,000,000 English soldiers were in 
the war and it is a remarkable fact that conscription was only passed 
at that late date when the enemy were just across the channel, likely 
to break through any day, and the Zeppelins were dropping bombs 
on London. 
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On the other hand, Canada and Australia, nearly related to the 
mother country, withstood all attempts to conscript their man power 
for war during over 50 months of fierce warfare. The same I under- 
stand was true of Ireland, a few hours distant from the scene of 
conflict. 

It remained for our Army Staff, 3,000 miles distant from the seat 
of war to put through Congress a “selected draft” that put 
4,000,000 American soldiers into the European war to end wars. 
That amazing success under a storm of war propaganda appears to 
have inspired the staff to demand another army of 4,000,000 in the 
next war to end wars. 

It is limked up with a proposal to conscript wealth, but stripped 
of constitutional and other objections. The real problem for Con- 
gress to face is, will it conscript American youth again to fight 
another war to end wars in Europe? 

President Hoover is endeavoring to apprise the American public 
of the tremendous expenditures now being made by the world at 
large headed by our own country. $781,000,000 in 1929 for our Army 
and Navy leads all other countries and is a heavy burden to 
American taxpayers, reaching annually to nearly $7 per capita for 
every man, woman, and child in the country, or about $33 for every 
family of five on the average in these piping times of peace. 

In addition to this average a $30,000,000 battleship moderniza- 
tion bill was passed last session which is to be supplemented by a 
new $1,250,000,000 naval warship building program to put us on a 
“parity ” with Great Britain. 

To this is now added a vast Army program that is expected to 
grant the Army staff power to conscript 4,000,000 men or 8,000,000 
men if need be to help Europe end its next war to end wars. 

With it, but soft pedaled, is a program to conscript wealth in 
time of war. Not by constitutional amendment—the only possible 
method, due to the constitutional prohibition—not by any prac- 
tical method that can be applied with a pretense of justice but a 
“ universal conscription of wealth that will allow reasonable ” war 
profits to permit the passage of the 4,000,000 man-power conscrip- 
tion by Congress. 

I do not intimate that this commission will be affected by this 
effort. In fact I can read no better protest against any such pro- 
gram than the frank, fearless, and welcome statement of Secretary 
of War Hurley in this discussion when he says: 

I have said, times without number, that it would be unjust. dishonest, un- 
patriotic, to require one man to die for the Repubiic while another protits by 
war, 

No possible prevention of war profits can be had excepting by a 
constitutional amendment. Any effort to pass such an amendinent 
would be opposed by organized industry and until such amendment 
is passed no measure should be passed by Congress that conseripts 
American soldiers to fight in Europe. 

Bearing on this general subject which I have discussed repeatedly 
in the House, I am submitting a brief extract from a speech of 
February 26, 1951, in the House when the battleship modernization 
program was recently under discussion. This extract is only a brief 
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portion of the speech then delivered. I offer it as a part of my 
remarks before your commission: 


WHAT WAR MEANS 
(Brief extract from speech of February 26, 1931) 


My colleague from Illinois, Mr. Britten, has his own views, to which he is 
entitled, regarding a great Navy, larger than any on earth. 1 will not sur- 
render to him any exclusive rights or pride in national defense up to what may 
be a reasonable position of national safety, and, although comparisons mean 
little, many years ago I enlisted at Fort Myer as a youth of 17 years and 
served 5 years in the Regular Army. Thereafter it was my privilege to serve 
11 years in the splendid Wisconsin National Guard. On return from the Regular 
Army I organized a military company that fought in the Spanish-American War. 
Although not a member of the National Guard at that time, a separate provi- 
sional company was organized and tendered its services to the governor of our 
State. It was not called into service because the war ended abruptly. 

That Company C of the Third Wisconsin Regiment was in the World War, 
and, with replacements, engaged in some of the fiercest fighting that occurred 
near Chateau-Thierry. It lost 88 men who were killed or died in France, 
including its captain, while both lieutenants were left on the field in one en- 
gagement. The Wisconsin and Michigan troops forming the Thirty-second Divi- 
sion, also engaged in France, had over 13,000 casualties, including killed and 
wounded. 

That is not offered as a certificate of character but to explain a reason for 
hoping the Kellogg peace treaty signed by 53 nations is not an idle gesture. 

Congress this session has already appropriated $364,000,000 for the mainte- 
mance and reconstruction of its ships and maintenance of its navy yards, 
admirals, and other officers and men, which is only a part of the tremendous 
expenditures we are now undertaking in a naval race with other nations. That 
is by far the greatest annual expenditure of any government in the world. 


OUR ARMY AND NAVY EXPENSES 


Together with war debts, we now pay a total of over $2,800.000,000 annually 
for wars past and future out of a total of about $4.000.000,000, or more than 
7O per cent of the Government’s annual expenditures is spent for war purposes. 
This is believed to be an understatement. For illustration of our ‘ prepared- 
ness ” expenditures in maintaining the Army and Navy in times of peace with 
12-year intervals. 

Examine these figures when reading preparedness propaganda editorials. 


Army Navy Total 
A A A IAE $173, 522, 804 | $130, 682, 186 $313, 204, 900 
VO oe oe A O a o 172, 973, 092 | 141, 835, 654 314, 508, 746 
A O ce ANE E EEEN A eases 164, 635, 577 155, 029, 426 310, 665, 003 
1926_ 222... A al ci 12226 312, 743, 410 667, 815, 630 
TW A A A A ia 360, SOS, 777 313, 009, 006 679,717, 873 
10928. ..... EOIN PEE a Die ham Scien se E E Sc emwcw see bees coed 390, 540, 803 331, 335, 492 721,876, 205 
19290 A O 416, 901, 546 364, 501, 544 781, 463, 090 


1 World Almanac. 
Reports for 19:30. 1931, and 1932 have heretofore heen quote.]. 


Remember, this new billion-dollar naval building program is in addition to 
$781.000,000 spent for war purposes last year and every other year in rapidly 
mounting figures. 

Can anyone contemplate the tremendous expenditures this Government is 
now making for its Navy, greater than any other country in the world, and 
bot question the purposes or the necessity for such expenditures in the name 
Gf “national defense.” 

I do not intend te repeat arguments and authorities cited in the Record of 
January 9 (last month) but in reminder of results of that late war I desire 
to offer a brief statement of what war meant and what the next war will 
mean, judging from the facts. 
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HERF’S A GRAND PARADE 


The World Almanac gives the grand total engaged in the World War as 
65,038.810 men. Killed and died were 8,543,515 out of 37,499,386 total casualties, 
cr an average of 57.6 per cent or the total were killed or suffered casuulties. 


Allies; total ee Ot eh ate 42,188, 810 
Central POWers os a eee 22, 850, 000 
Total Per cent 
Forces casualties loss 
Russia. ..........------- eee ind A EE a Sa) 12,000,000 | 9, 150, 900 | 76.3 
Erancesn es on A A E AA 8, 410,000 | 6, 160, 800 | 73.3 
Gret- Britain A O A aS 8, 904, 467 3, 190, 235 35.8 
NL A A E O ES 5, 615,000 | 2,197, 000 39. 1 
United States A PE EE EE 4, 395, 000 350, 300 & 0 


| 


Note.— Remainder of the Allies suffered proportionately from 71.4 losses in Rumania to 48.8 for Serbia 
34.9 fur Belgiuin, and 20 per cent for Japan. 


The Central Powers had heavy losses, as follows: 


Total 
Forces | casualties | Per cent 
AA A ake Slee be rere 11,000,000 | 7, 142, 558 64 
Austria-Hungary. ....-......--------- staba Seo 7, 800, 000 | 7,020, 000 | 90 
Tur oa oras a. | 2,550. 000 973, 000 34. 2 
Ble Was eee A A uk O A teed tate see 1, 200, 000 266, 919 57.6 


Due to errors these figures may be only substantially exact, but they disclose 
that the total armies engaged were more than one-half the entire population 
of our own country and the casualties reached over twelve times the entire 
population of my own State. That is modern warfare. 

Here is a resolution 1 introduced on February 11: 


“Joint resolution proposing an amendment to the Constitution 


“ Resolved by the Senate and House of Representatives of the United States 
of America in Congress assembled (two-thirds of each House concurring therein), 
That the following article is proposed as an amendment to the Constitution, 
which shall be valid to all intents and purposes as part of the Constitution 
when ratified by the legislatures of three-fourths of the several States. 

“Congress shall have power to declare war only after the proposition shal? 
have been submitted by the President to the several States and a majority of 
the States, at general or special elections called hy the governors thereof, shall 
have approved the sanre. This amendment shall not be construed to prevent 
the President from using the Army and Navy to suppress insurrections and to 
repel invasions. 

“The right of the people to be secure in their persons shall not be violated 
by conscription or forced military service, but when public safety demands 
Congress may provide for forced military service on the North American Con- 
tinent, and in no other place.” 

The resolution above set forth is similar to the amendment offered during 
the World War debate which was introduced and supported by my colleague, 
the present chairman of the Naval Committee, 1917. 

That resolution provides American boys shall not be conscripted to fight in 
European wars that will again occur. It should meet with favor by the Ameri- 
can Congress and by the people if submitted as a constitutional amendment. 

It was the issue raised by my colleague in 1917. He was right in his predic- 
tion that only a small proportion of the American youth, if composed of volun- 
teers, would have served in that war. I am not expressing any opinion as to 
the justification for that war or for what occurred through our intervention, 
but I am seeking as best I can to present facts that may prevent our inter- 
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ference in the next war, and I submit that a right of the people to vote before 
Congress declares war and a refusal to conscript for foreign wars would go far 
to that end. 

Mr. Chairman, if you will read nry remarks of January 9 I am convinced 
you will be satisfied. from the number and high character of authorities quoted, 
that another war is in the making; and if war comes in Europe, we are going 
to get into that same war. 

The World War, in which we played a small part, cost our Government 
$36,000,000,000. The next war chapter, it is prophesied, will be written within 
two decades, possibly one. 

A New York Times article. dated February 1, 1931, says: 

“The World War cost the world 23,000.000 human lives and $200,000.000,000: 
in gold before peace came. The toll of the next may mean extermination, for 
it will be waged against population centers with gas bombs.” 


“ PARITY ” PROPAGANDA 


As frequently stated, “parity ” propaganda is absurd, for there is no danger 
from England, with Canada unprotected and all her colonies more or less in a 
state of unrest and with her commercial and political rivals at her doors, to 
ever engage in war with this Government. Four thousand miles of Canadian 
border unprotected is an answer to that proposition and also that all the armies 
in the world, if combined, which, of course, is impossible from the nature of 
things, would be unable seriously to affect our people. 

Remembering that the Spanish-American War occurred over 30 years ago 
and the World War only 14 years ago, and that “ propaganda ” and press power 
has now grown beyond the dreams of those days,.a repetition of such propaganda 
intended to bring our country into war could easily do so again. 


“ADMIRAL SHEARER” TO THE RESCUE 


It must be remembered that in the investigation of lobbying Shearer, a rep- 
resentative of private shipbuilding companies, stated in substance that he was 
present at the Geneva reduction of armament conference and did all in his 
power for his clients, the shipbuilding companies, to prevent a successful agree- 
ment at that conference, and the result and disagreement he attributed largely 
to his own influence. At the time of his service at Geneva he was receiving 
$2,000 a month from the Hearst publications and brought suit for $250,000 
against the shipbuilding companies for failure to pay what he deemed to be 
his just compensation for the splendid service he rendered in preventing any 
reduction of arms at that conference, and incidentally in encouraging the naval 
race between nations, all to the advantage of his clients. 


MR. NORTHCLIFFES METHODS 


On page 163, Bent, in his book on press methods, says significantly in relation 
to the World War: 

“ Pomeroy Burton, managing director of Northcliffe’s London Mail, came to 
the United States to address the advertising bureau of the American Newspaper 
Publishers’ Association and told its members how to use the advertising columns 
in the emergency by printing in them day after day and week after week 
patriotic appeals. to the people calculated to stimulate their war spirit. * * +* 
Keep the war spirit there first, last, and all the time.” 

Bent significantly concludes that this advice—prior to the World War—be- 
came the program. If that statement is substantially true, what of the respon- 
sibility of Congress for permitting unchallenged these conditions, when Bent 
adds: 

“The effect of war on the press makes it the subservient channel of propa- 
ganda often wholly untrue. It is a quality of propaganda that, like bribery, 
stultifies him who gives as well as him who receives it. It closes the minds of 
both to truth, encourages arrogance, and engenders intolerance.” 

What can be added to this arraignment of the press by a writer who literally 
offers hundreds of examples of press methods, all inviting curtailment of the 
liberty of the press during the war? 
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RESPONSIBILITY OF THE PRESS FOR WAE 


The war to end wars forced us into that struggle only after more than 30 
months of trench fighting by Europeans which often resembled a stalemate. 
Wilson did not want to declare war. He was elected in the November previous 
because he kept us out of war. The Republican platform of 1916 said 
specifically: 

* We desire peace, the peace of justice and right, and believe in maintaining 
a strict and honest neutrality between the belligerents in the Great War in 
Europe. * * * We believe in the pacific settlement of international disputes 
and favor the establishment of a world court for that purpose.” 

Yet, within a few months after that solemn pronouncement the pressure of 
the press and interests that had urged war were too great to withstand by 
either Wilson or Congress, and both yielded to that pressure. 

Lansing exercised his voice in ill-disguised threats so that he would not be 
overlooked as Secretary and then became belligerent at the last. but Wilson 
sought to avoid the whirlpool. Finally he, too. capitulated, and his message to 
Congress demanded in no uncertain terms that Congress should do that which 
under the Constitution it had the sole power and right to do—declare war. 
The President in effect declared war and Congress consented. These matters 
I have discussed heretofore more at length. 

Many interests, including international bankers holding foreign investments, 
the Army and Navy, and various “security leagues,” patriotic orders, and 
defense societies, were shouting in unison for our entry into the war. but 
undoubtedly the powerful secret propaganda put forth by British interests 
acting through American newspapers helped turn the trick. Vast sums were 
reported to have been spent in that campaign. What papers were paid and 
how much will never be known. nor is it now important. The question is, 
Will that situation again arise? If not, why not? If so, what of the outeome? 

By permitting people who pay the bills and fight the battles to pass upon 
the merits of any cause for war before a declaration is made by Congress would 
go far to prevent needless wars. 

These suggestions are offered for those who are more interested in carrying 
out the purposes of the Kellogg peace treaty than for admirals or “ pseudo 
admirals ” who are interested alone in the size and value of battleships. all of 
which are becoming an unprecedented tax burden to the people of the United 
States without any resulting benefit excepting to those financially interested. 

A national defense force that will give reasonable protection will be far 
preferable to a great preparedness program that has never yet advanced the 
cause of peaceful relations between the people ot the earth. 


TUESDAY, MAY 19, 1931 


SENATE Orrice BUILDING, 
Washington, D. C. 

The commission met at 2 o’clock p. m., Tuesday, May 19, 1931, Sen- 
ate Office Building, Washington, D. C., Hon. Patrick J. Hurley, 
chairman, presiding. 

Secretary HurLey. The first witness this afternoon will be Hon. 
C. William Ramseyer, a Member of Congress from the sixth district 
of Iowa. 

Mr. Ramseyer has been a Member of Congress from the Sixty- 
fourth Congress continuously and has been reelected to the Seventy- 
second. 


STATEMENT OF HON. C. W. RAMSEYER 


Mr. RamseYer. Mr, Chairman and members of the War Policies 
Commission, the resolution creating this commission among other 
things gives direction to study and consider “ methods of equalizing 
the burdens and to remove the profits of war.” 
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Two phases of war finance I wish to present to this commission: 

First. In the conduct of war most, if not all, of the war expendi- 
tures should be paid on a cash basis out of the gross income of the 
Nation. This is commonly referred to as the pay-as-you-go plan. 

Second. The importance of the speedy payment of our war debt 
as a preparedness measure. 


I. The Pay-as-You-Go PLAN 


At the time of our entrance into the late war there was considerable 
said about conscripting property as well as men to fight the war. 
We adopted the policy of conscripting men to fight the war and 
although we raised considerable money to carry on the war from 
taxation, the proposition to raise all the money to pay for the war 
without borrowing was not seriously considered by Congress. In 
fact, by most of those in authority, the suggestion to support the 
war on a cash basis was considered somewhat impractical and vision- 
ary. A few days after the declaration of war, to be exact, April 9, 
1917, I inserted some remarks in the Congressional Record on the 
subject, “Conscript Property for War.” (65th Cong., Ist sess., 
Appendix, p. 15.) 

Very shortly after that every Member of Congress received a 
“Memorial of American Economists to Congress Regarding War 
Finance,” signed by 250 of the leading economists of the United 
States. I had this memorial inserted in the Congressional Record 
on April 24, 1917. (65th Cong., 1st sess., Appendix, p. 103.) 

The purpose of this memorial was to urge upon Congress the 
adoption of the policy of taxation rather than that of bond issues as 
the principal means of financing the expenditures of our country in 
that war. I quote one paragraph from that memorial: 

The taxation policy is practicable because the current income of the people 
in any case must pay the war expenditures. The choice between bond issues 
and taxation is merely a choice whether the Government shall take income with 
a promise to repay those who furnish it or take income without such promise. 
The actual arms, munitions, and other equipment and supplies for use in the 
war, except to the small extent that they have been stored up in the past, 
must be produced now, during the war itself, not after the war; and, moreover, 
must be produced by our own people. The policy of borrowing within the 
country itself does not shift any part of the Nation's burden of war expenditures 
from the present to the future. All it does is.to make possible a different 
distribution of the burden among individuals and social classes, to permit 
repayment to certain persons who have contributed income during the war by 
other persons after the war. If the people can support the war at all, they 
do it on a cash basis. Borrowing creates nothing, Except by borrowing abroad, 
Which we can not do, we can get nothing which we do not ourselves produce. 

With your permission, I shall have the whole memorial printed 
at the end of my remarks. I regard this memorial as the ablest 
document on war finance that was presented to Congress during the 
late war. It should be read and reread by every student of finance. 
Our experiences during and since the late war confirm every state- 
ment of principle and of warning contained in the memorial. 

Since the war, by resolutions and speeches, I have repeatedly 
urged the appointment of a commission, such as now exists here, to 
give this subject special study and to recommend legislation to Con- 
gress to conscript the material as well as the personal resources of 
the country in the event of another war. It took Congress 10 years 
to create this commission. 
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This subject of equalizing the burdens of war was very near to the 
heart of the late President Harding. In his inaugural address he 
said: 

I can vision the ideal republic, where every man and woman is called under 
the flag for assignment to duty, for whatever service, military or civil, the 
individual is best fitted; where we may call to universal service every plant, 
agency, or facility, all in the sublime sacrifice for country, and not one penny 
of war profit shall inure to the benefit of private individual, corporation, or 
combination, but all above the normal shall flow into the defense chest of the 
Nation. 


I quote two more sentences from this address, to wit: 


Then we shall have little or no disorganization of our economic, industrial, 
and commercial systems at home; no staggering war debts; no swollen for- 
tunes to flout the sacrifices of our soldiers; no excuse for sedition; no pitiable 
slackerism; no outrage of treason. Envy and jealousy would have no soil for 
their menacing development, and revolution would be without the passion which 
engenders it. 

On his fateful journey, from which he never returned, at Helena, 
Mont., June 29, 1923, he gave utterance to these earnest words: 

If we are committed to universal service—that is, the universal commitment 
of every American resource and activity—without compensation except 
consciouness of service and the exultations in victory, we will be slower to. 
muke war and more swift in bringing it to a triumphant close. Let us never 
again make draft on our manhood without as exacting a draft on all we 
possess in the making of the industrial, financial, commercial, and spiritual life 
of the Republic. 


The late President Harding urged the self-same principles for 
the conduct of future wars. Numerous patriotic, political, and com- 
mercial organizations have by resolutions given their support. To 
have everybody, or practically everybody, endorse the plan is one 
thing. To put the plan into effect in case of another emergency is 
quite a different me 

In 1922 the Iowa Republicans in convention assembled at Des 
Moines, Iowa, incorporated the following plank in their platform: 

We endorse the principle of universal conscription of material and personal 
resources, and urge such action on the part of Congress in times of peace as 
will automatically effect such result upon the declaration of war. 

In 1924 the Republicans in National Convention in Cleveland had. 
this plank in their platform: 

We believe that in time of war the Nation should draft for its defense not 
only its citizens but also every resource which may contribute to success. The 
country demands that should the United States ever again be called upon to 
defend itself by arms the President be empowered to draft such material 
resources and such services as may be required, and to stabilize the prices of 
services and essential commodities, whether utilized in actual warfare or 
private activity. 

The Democrats in their national convention in New York the same 
year adopted the following plank on this subject: 

War is a relic of barbarism, and it is justifiable only as a measure of 
defense. 

In the event of war in which the man power of the Nation is drafted, all other 
resources should likewise be drafted. This will tend to discourage war by 
depriving it of its profits. 

_The country is looking hopefully and expectantly to this commis- 
sion for definite and specific methods of equalizing the burdens and 
to remove the profits of war. 
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I doubt whether you can get very far with any proposal to amend 
the Constitution. I think it practical for this commission to recom- 
mend a program of taxation for future wars and to give the country 
the benefit of its judgment on the part of the national income that 
can and should be taken in the form of taxes to meet the war expendi- 
tures on a cash basis. Your favorable recommendation and judgment 
would have the wholesome effect of creating a public state of mind 
that war expenses should be met in full, or very nearly in full, from 
the current income of the Nation during the period of the war. It is 
evident that in event of war, Congress can not carry out any of your 
recommendations on taxation, the mobilization of industries, and so 
forth, without the support of public sentiment. 


Il. THE SPEEDY PAYMENT OF THE War DEBT 


I wish now to discuss the policy that should be maintained in 
regard to the payment of our war debt. Notwithstanding the recom- 
mendations of the leading economists of our country to which 1 have 
called your attention, the expenditures of the late war were met 
chiefly by the sale of bonds. At the close of the war our total debt 
was something like $26,000,000,000. The war was not financed on 
the pay-as-you-go plan. 

The practice of national governments becoming heavily involved 
in debt is of modern origin. War debts are a development of the last 
century and a half. That is chiefly due to the change in the imple- 
ments of warfare. In olden times the implements of warfare were 
simple. Up until comparatively recent times a king or a ruler desir- 
ing to wage war would gather an army of volunteers, equip them 
with the simple implements of warfare, carry enough provisions to 
get his army into the enemy’s territory and then, if successful, would 
live off the enemy. If unsuccessful there was nothing to do except 
tread with his army a weary way homeward. Owing to the expense 
incident to present-day warfare a modern army, even though success- 
ful in an enemy country, can not live off the enemy. A steady flow 
of munitions and supplies must be furnished by the people back home. 

I shall not discuss the evils following the methods of financing the 
late war, the inflation and following deflation, the repudiation and 
part repudiation of national obligations, and the many discomforts 
visited on the civilized world following the war and from which the 
world is sorely distressed at this time. This is a matter of common 
knowledge with which you are as familiar and probably more 
familiar than I am. 

Although the economists’ plan for financing the late war was not 
adopted, it did make a profound impression upon many Members of 
Congress and on the people of the country. The teachings of the 
economists had some effect in inducing the war Congress to agree on 
the policy that the war debt should be paid by the generation that 
made it. In the Victory Liberty loan act, approved March 3, 1919, 
is the following in section 6, subdivision (a) thereof: 

(1) Two and one-half per cent of the aggregate amount of such bonds and 
notes outstanding on July 1, 1920, less an amount equal to the par amount of 
any obligations of foreign governments held by the United States on July 1, 
1920; and (2) the interest which would have been payable during the fiscal 


year for which the appropriation is made on the bonds and notes purchased, 
redeemed, or paid out of the sinking fund during such year or in previous years. 
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This is the sinking-fund provision that is the law now. The over- 
whelming sentiment of Congress was in favor at that time of this 
policy. There were a few objectors it istrue. You will note that the 
sinking-fund provision of 214 per cent applies to the amount of 
bonds and notes outstanding on July 1, 1920, less an amout equal to 
the par amount of any obligations of foreign governments held by the 
United States on July 1, 1920. Congress in enacting this provision 
went on the assumption that the foreign governments would keep up 
their interest payments on what they owed us and ultimately pay off 
the principals in full. 

The foreign governments have not lived up to the expectations 
then entertained by Congress. Since that time settlements have 
been entered into with these foreign governments scaling down or 
canceling their obligations all the way from 26 per cent to 15 per 
cent. I am firmly convinced that if we had not had these foreign 
obligations in 1919, or we had at the time anticipated the cancella- 
tion of the foreign obligations, the Congress would have made the 
sinking fund apply to all or to a greater portion of the war debt. 

There were a few voices in the country at the time who wanted 
to spread the payment of the war debt all the way from 50 to 100 
years. Such settlements as we have made with the foreign govern- 
ments we spread their payments to us over a period of 62 years. 
Since 1925 there have been more voices heard for spreading out the 
payment of our own war debt over a longer period of years than 
was contemplated by Congress when it enacted the sinking-fund 
provision. Since 1925 and up to a very late date we find utterances 
in the Congressional Record and in the public press from prominent 
Members of Congress, advocating that our sinking fund be reduced, 
which would extend the time to pay the war debt. These gentlemen 
even go so far as to state that it was not contemplated by Congress 
when enacting the Victory Liberty loan act to pay otf the war debt 
as rapidly as we have done in practice during the last 10 years. 

For the information of this commission and to set right those 
gentlemen who are clamoring for a longer period within which to 
pay our war debt, I wish to call attention to reports of Congress, 
reports of the Treasury Department, and other statements to prove 
that those gentlemen are in error and that Congress in enacting 
the sinking-fund provision intended the speedy payment of the war 
debt by the generation that made it. In support of my statement 
I hereby submit a paragraph from the report by Mr. Kitchin, chair- 
man of the Ways and Means Committee, dated February 24, 1919, 
filed with the Victory Liberty loan bill, to wit: 

This section repeals the old sinking fund provision, which amounted to 
no more than a book account, and creates a 212 per cent cumulative sinking 
fund calculated to retire the whole war debt in 25 years. The advantage 
of a cumulative sinking fund is that it makes the amount to be set aside for 
the service of the debt, both on account of interest and sinking fund. sub- 
stantially a permanent item at a fixed figure until the debt is retired. The 
bill provides that the sinking fund shall become operative July 1, 1920. 

The Senate report accompanying this bill reads as follows: 


This section repeals the old sinking fund provision which amounted to Do 
More than a book account, and creates a 214 per cent cumulative sinking fund 
calculated to retire the whole war debt in 25 years: 
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In the hearings before the Committee on Ways and Means of 
the House on this bill the Hon. Carter Glass, Secretary of the Treas- 
ury, testified as follows: | 

1 believe that immediate steps should be taken to set up a sinking fund for 
the retirement of the war debt. I have sugyesied the creation of 244 per cent 


cumulative sinking fund calculated to retire the whole debt, so fur as I can 
now estimute it, within a period of some 25 years. 


The annual report of the Secretary of the Treasury for the fis- 
cal year ending June 30, 1919, on pages 85 and 86 contains the 
following sentence: 

It is calculated that the operation of the cumulative sinking fund provi- 
sion will retire the funded war debt of the United States in the neighborhood 
of 25 years, except with respect to an amount equal to the loans to foreign 
governments outstanding on July 1, 1920, ; 

In the annual report of the Secretary of the Treasury for the fis- 
cal year ending June 30, 1920, on pages 113, 114, 115, the cumulative 
sinking fund is discussed and I read this sentence: 

The cumulative sinking fund, it is calculated, will retire the funded war 


debt of the United States, less the amount representing the foreign obligations 
held by the United States on July 1, 1920, in about 25 yeurs. 


The Hon. Cordell Hull at the time a member of the Ways and 
Means Committee and last fall elected a member of the Senate, in 
discussing the sinking fund provision on February 26, 1919, said: 


It is estimated that the plan just stated will wipe out our war debt in less 
than 25 yeurs. 


Further on in his speech Mr. Hull said: 


In my judgment, the action of Congress and the Treasury in thus making 
comprehensive provision for the payment of the public debt is timely, business- 
like, and wise. 


Still further on in this speech in supporting the policy for the 
speedy retirement of the war debt Mr. Hull made this interesting 
statement : 


An interesting sidelight on this general phase is found in the statistics of 
the English estate tax. These statistics show that practically all the material 
capital of the country is owned by persons over 21 years of age; that persons 
over 45 years of age, constituting one-third of the class just stated, own three- 
fourths of the entire material capital. This would make the representative 
person over 45 years own about six times as much as the representative person 
between 21 and 45. It is manifest, therefore, that if this condition should 
apply to the United States to a material extent the bulk of our war debt 
will be paid by those who did not enter the military service during the war. 
If true, this is as it should be. 


Alexander Hamilton in one of his reports said: 


As the vicissitudes of nations beget a perpetual tendency to the accumulation 
of debt, there ought to be in every government a perpetual, anxious, and in- 
creasing effort to reduce that which at any time exists us fust as shall be 
practicable consistently with integrity and good faith. 


This “ perpetual tendency to the accumulation of debt ” is illus- 
trated by the following figures of the aggregate national debts of 
the world for various dates from 1793 to 1921. 


IS ha ae eee $2, 433, 250, 000 
1920 sent at Aas ea II ee 7, 299, 750, 000 
a A AAA A ORO NT noe OS 9, 000, 000, 000 


E A A AA A 22, 500, 000, 000 
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A Sahoo a ee Cee $31, 201, 759, 000 
A A ee ee he Se EET 43, 362, 300, 000 
ONG AAA ea A IIA A 205, 396, 000, 000 
OT A A A A 295, 070, 000, 000 
BOD AA ae AI eee ees, 400, 000, 000, 000 


I haven’t the aggregate national-debt figures since 1921, but since 
that time the aggregate national debts of the world have increased, 
notwithstanding that the national debt of the United States has been 
considerably reduced. 

Ever since the World War I have contended for the speedy pay- 
ment of the war debt and for a Treasury surplus that would make 
that possible. I have resisted and shall continue to resist legislation 
for a reduction in our sinking-fund provision. In the fall of 1925, 
before the convening of Congress in December of that year, when 
‘the Ways and Means Committee was holding hearings on a tax re- 
vision bill a number of prominent Republicans and Democrates issued 
statements that were printed in the press of the country urging a 
reduction in our sinking fund. 

President Coolidge, taking cognizance of this agitation, in his first 
message to Congress spoke as follows: 

It has always been our policy to retire our debts. That of the Revolutionary 
War period, notwithstanding the additions made in 1812, was paid by 18385 


and the Civil War debt within 23 years. 
+ $ $ $ 2 $ hd 


Proposals have been made to extend the payment over a period of 62 venrs. 
If $1,000,000.000 is paid at the end of 20 years, the cost to the taxpayers is 
the principal, and if the interest is 414 per cent, a total of $1,850.000,000. If 
the same sum is paid at the end of 62 years, the cost is $3,635,000,000, or almost 
double. 

Again in the fall of 1927, when this agitation was still on, Presi- 
dent Coolidge, in a speech before the Union League Club of Phila- 
delphia—he was then talking to the men who paid income taxes— 
had this to say, and he said nothing better during his whole 
administration: 

The enormous debt has been partly refinanced at progressively lower rates 
and increasingly diminished in amount. At the end of this fiscal year almost 
one-third of the entire debt will have been paid. The saving in interest alone 
is about $1,000.000 for each duy. But well over 5158,000,000.000 of debt still 
remains, It isa menace to our credit. It is the greatest weakness in our line 
of national defense. It is the largest obstacle in the path of our economic 
development. It should be retired as fast as possible under a system of reason- 
able taxation. 

Since these statements by President Coolidge we have not heard so 
much against the speedy reduction of the war debt from Republicans. 
There are still prominent persons who favor reducing the sinking 
fund and the spreading of payment of the war debt over a long period 
of years. 

i have on a number of occasions addressed the House on the im- 
portance of the speedy retirement of our war debt. Following the 
World War I made a study of debt operations of the leading Euro- 
pean countries. With the exception of Great Britain none of the 
leading European countries have ever reduced the principals of 
their debts. I have here tables showing the national debts of Great 
Britain, France, Italy, and Belgium, covering a considerable period 
of years. These tables show that Great Britain has had occasional 
periods of debt reduction. Neither France since 1815 nor Italy since 
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1875 nor Belgium since 1835 has reduced the principal of its na- 
tional debt. The debts of each of these three countries now is greater 
than it was at the close of the World War. 

With your permission I shall have these tables printed following 
my remarks. 

I have urged, among other reasons, the speedy payment of our 
national debt as a preparedness measure. President Coolidge, in his 
Union League Club speech, from which I have quoted, in referring to 
our national debt said: 


It is the greatest weakness in our line of national defense. 


Both the great parties in their platforms of 1924 committed them- 
selves to the principle that in the next war the material resources of 
the country should be drafted. It is illogical, inconsistent, and 
bordering on the ridiculous to take the position that in the next 
war material resources shall be drafted and the war fought without 
war debts and at the same time to urge that our present war debt 
should not be paid by the generation that made it. To talk that the 
late war was fought for future generations and that they should 
help pay the war debt ignores the fact that future generations will 
have obligations of their own, possibly war obligations included, to 
pay for. The obligations we contracted by the late war should not 
be heaped upon their shoulders as an additional burden. 

Just how much we will reahze from our foreign debtors no one 
can tell. I discussed that subject in a speech on the floor of the 
House of Representatives on January 14, 1926. It is my position 
that nothing should be allowed to interfere with paying our total 
war debt within the 25 years as was contemplated when we enacted 
the sinking fund provision. 

It is my position that every generation should pay off its own 
debts whether such debts be national, State, or local. Especially 
do I insist that the war obligations and burdens which this genera- 
tion voted and made should not be passed on to the next generation. 
This issue should be faced by us manfully and courageously with 
due regard for the future welfare of our Government and of our 
children who will sustain this Government after us. Our fathers 
turned this Government over to us practically without debts. They 
paid the debts they made. It is our duty to pay the debts we made 
so that we can turn over this Government to our children as free 
from debt as it was when our fathers turned it over to us. 

It is my view that this commission as a measure of preparedness 
should fae a definite and positive stand in favor of paying off the 
war debt within 25 years from July 1, 1920, as contemplated by 
Congress when enacting the sinking fund provision in the Victory 
loan act of March 3, 1919, and that this commission should specifi- 
cally recommend the maintenance unimpaired of our sinking fund 

rovision and such revenue legislation that will vield the necessary 
frensur surpluses to pay off every dollar of the war debt not a 
day later than July 1, 1945. 
(The memorial referred to is as follows :) 


MEMORIAL OF AMERICAN ECONOMISTS TO CONGRESS REGARDING WAR FINANCE 
We, the undersigned, teachers of political economy, public finance, and 


political science in American universities and colleges, respectfully urge upon 
Congress to adopt the policy of taxation rather than that of bond issue as the 
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principal means of financing the expenditures of our own country in the war 
on which it has embarked. 

The taxation policy is practicable. It will prevent the price inflation which 
must result from large bond issues. It is demanded by social justice. It will 
increase the efliciency of the Nation in the conduct of the war. 

The argument in support of these statements is brietly as follows: 


THE TAXATION PLAN IS PRACTICABLE 


The taxation policy is practicable because the current income of the people 
in any case must pay the war expenditures. The choice between bond issues 
and taxation is merely a choice whether the Government shall take income 
with a promise to repay those who furnish it or take income without such 
promise. The actual arms, munitions, and other equipment and supplies for 
use in the war, except to the small extent that they have been stored up in 
the past, must be produced now, during the war itself. not after the war; and, 
moreover, must be produced by our own people. The policy of borrowing 
within the country itself does not shift any part of the Nation's burden of war 
expenditures from the present to the future. All it does is to make possible 
a different distribution of the burden among individuals and social classes, to 
permit repayment to certain persons who have contributed income during the 
war by other persons after the war. If the people can support the war at all, 
they can do it on a cash basis. Borrowing creates nothing. Except by bor- 
rowing abroad. which we can not do, we can get nothing which we do not our- 
selves produce. f 

It may be necessary for a month or two at the outset to issue a limited 
amount of bonds pending the collection of increased taxes, but beyond these, 
which might well be repayable within a year, no necessity for bonds exists. 


TAXATION PREVENTS PRICE INFLATION 


The taxation policy and no other will enable the country to escape the 
enornous evils of further inflation. The present high level of prices in Europe 
and America is primarily due to the war bonds and the paper money issued 
abroad. If the United States joins on a huge scale in this policy of borrow- 
ing. prices are bound to become far higher still. 

Price inflation is harmful even in times of peace. During a war it is disas- 
trous. It increases the cost of conducting the war. It postpones victory and 
thus adds to the wars toll of lives as well as to its money expenditures. By 
every bond issue the Government enhances the prices it must pay, and thus 
creates the need of more bonds. The policy works agninst itself. 

Moreover, inflation of prices works injustice between different classes of 
Society. The burden rests chiefly upon wage earners and salary receivers, 
Whose pay never rises as fast as prices, and upon those who receive fixed or con- 
tractual incomes, The hardship which millions of our people are already suf- 
fering from the increased cost of living will be made many fold greater if the 
Government issues billions of dollars of bonds to finance the war. 

The manner in which bond issues inflate prices may be briefly explained. 
The bond poliey increases the amount of bank credit, which is equivalent in 
effect to an increase in the currency. 

For example, if the Government takes $1,000 from a man in taxes, his credit 
or purchasing power is lessened to the same extent as the Government's is in- 
evcased. On the ether hand, if the Government borrows $1,000 from him, the 
quantity of purchasing power in existence is greatly increased. He now has a 
bond worth 51,009 on whieh he can and very often will borrow at the bank. Say 
he borrows $8500; to lend him 3500 the bank does not have to give $800 actually. 
Instead, it gives him a deposit account of SSUO and, inasmuch as most of those 
who present checks do not ask for actual cash, but have their checks credited 
to their deposit accounts, the bank can keep this $500 in checks floating by 
setting aside, say. only S200 of actual cash. In other words, this bond issue 
transaction has resulted in inereasing the Government's credit by $1.000. in 
decreasing the man's credit by only $200, and in decreasing the bank’s money 
by only $200; that is, there has been a net increase of credit currency (check- 
ing deposit accounts) of $600, in contrast with no net increase if taxes had 
been adopted instead of bonds. 
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If the man had given up his money in taxes. he would have censed tu com- 
pete with the Government and other buyers of commodities and labor, to the 
extent of $1,000; but when the Government gives him a bond for his pay- 
ment, he is still enabled to compete to the extent of $500. The purchasing 
power of society as a whole has increased by $600. This inevitubly forces up 
prices. 

The above illustrates the result of a bond issue that is taken by the public. 
Asa matter of fact, if bonds ure issued a large part of them will be taken by 
banks. It is likely that the Federal reserve banks will buy these bonds whole- 
sale by giving the Government checking accounts to the extent of the bonds. 
This causes immediate inflation to the full amount of the checking accounts 
thus created; that is, inflation to 100 per cent instead of to 60 per cent of the 
bond issue, as outlined in the illustration above. 

As the Government draws checks on these bank accounts to meet its require- 
ments, the banks will try to recoup themselves by retailing the bonds to the 
public. To the extent that they succeed, the bonds get into the hands of the 
ultimate investor with the resulting inflation already described. In so far as 
the banks are unsuccessful in this distribution, they are almost certain to issue 
bank notes on the basis of bonds left in their hands, and these notes will cause 
inflation even worse than that due to the checking accounts of the public 
based on bond collateral. 


JUSTICE DEMANDS THE TAX POLICY 


The policy of taxation for war expenditures is demanded by justice. Apart 
from the injustice arising from price inflation, the policy of paying for the 
war by bond issues gives property a preference over life; it deals justly as be- . 
tween citizen and citizen. The question of taxation versus bonds is not merely 
one of economics; it is one of morals, of right against wrong. 

This war is a great Social enterprise. The American people have undertaken 
it as a people. The future welfare of the country as a whole is involved; the 
future welfare of every citizen is involved. It is the duty therefore, of every 
citizen to share in war's burdens to his utmost. For some the duty is to fight; 
for others to furnish money. For all the duty is without limit of amount 
The citizen who contributes even his entire income beyond what is necessary 
to subsistence itself does less than the citizen who contributes himself to the 
Nation. 

The man who goes to the front can not be paid back the life or the limb he 
may lose. The man who stays at home should contribute his just shure of 
the money cost without expectation of repayment. That the soldier or sailor 
who gives himself to his country should, if he be so fortunate as to return, 
be taxed to pay interest and repay principal to him who has contributed the 
lesser thing—money—is a crying injustice. If conscription of men is just 
and right, conscription of income is more so; conscription of both is just and 
right when the Nation’s life and honor are at stake. 


TAXATION WILL INCREASE WAR EFFICIENCY 


The policy of taxation for war expenditures will increase the efficiency of 
the Nation in the war. Its effect in keeping down the cost of the war has 
already been pointed out. Its effect on the spirit of the people is still more 
important. The general recognition of the justice of requiring every one, 
according to his ability, to share the burdens of war, will bind the people 
together; the sense of injustice in the policy of borrowing will tend to drive 
them apart, to array class against class. Our soldiers and sailors will fight 
loyally in any case, but their spirit will be the more indomitable if they feel 
that every man who stays at home is serving the country to the utmost with 
his substance. An America in which every citizen without discrimination is 
called upon to do and to give all that he can, all that his powers permit, will 
be a united America; and a united America is bound to be victorious. . 


SUGGESTED FORMS OF TAXATION 
Without entering into details, concerning which opinions may differ, we 


recommend that, umong the tax measures to be adopted for the war period, 
the following should be included: 
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(1) A tax which will take substantially all of special war profits. 
(2) A material lowering of the present income-tax exemption. 
(3) A drastic increase in the rates of the income tax, with a sharper pro- 
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gression in rates as incomes become larger. 
(4) High consumption taxes on luxuries. 


(The tables referred to are as follows :) 


National debts of Great Britain 


| 


tnni , Annual 
Debts Principal charge 

National debt at the revolution in 1688. ......-22. 0222-2 eee ee £664, 263 £39, 855. 
Increase during William III's reign. 2... 022.2 ee eee nee 12, 102,962 ; 1,175, 469 
Debt at the accession of Queen Anne, 1702._....-...---------- eee ene ee eee eee 12, 767,225 ' 1,215 324 
Increase during her TROZO ooo nee enn eee nee ee eee ee 23,408,233. 1,847,511 
Debt at the accession of George I, M14. o ica ro a o 36, 175, 460 3, 063, 135 
Increase during MSTI saderen sensira Obscene ewe naida ie 16. 675, 337 323, 507 
Debt at the accession of George A D oe ties E E EEA A usecase dee 52, 850, 797 | 2, 739. 628 
Decre:se during 12 years’ peice, ending 1739. ....oooccccccncccoococancnc 6, 236, 914 TOS, 744 
Debt at commencement of the Spanish war, 1739_.........00.----..----------- 46, 613, S83 2, 030, 544 
Increase during the Wi a ed 2 29, 195, 240 1, 134, 881 
Deht at the end of the Spanish war, 17482 occ cr 75,812, 132 3,165, 765 
Decreise during 8 Veurs’ peace... 22 ee rr 1, 237, 107 412, 199 
Debt ut commencement of Seven Years’ War, 1756...-.....-.--.-.------------ 74, 575, 025 2, 753, 556 
Increase during the aL a use pesca eee aa 52, 219, 912 1, 994, 233 
Debt at the peace of 1762. oc nc oes eee trans dada 126, 794, 937 4, 747,549 
Increase during 13 vears’ Pale ccoo nor 367, 476 44, 330 
Debt at comme icement of American war, 1775........-.0----22 eee eee eee eee 127, 162, 413 4, 703, 519 
Incererise during CHO-WAPs cic tag eee wee ee oe ee ee ee owe las 104, 681, 218 4. 362, 066 
Debt at the end of American war, a MR AR Henao a? 231, 843, 831 9, 065, 585 
Increase during 10 vears’ DEAR cocoa a ATA 16, 031, 203 645, 653 
Debt at commencement of French war, 1798. o ocococcccccncccococococo ooo 247, S74, 434 9, 711, 238 
Ticre se AUS WAT enon dió 259, 775,574 | 10, 557, 313 
Debt at the peice of Amiens, 1802......2.--0202- 22 eee ee eee 537, 653, 008 | 20, 268, 551 
Increase during 13 VEAIS WAT oie5 ace sete bata ea new ede s ha aaa 337, 783, 837 12, 377, 067 
Debt at the peice of P:ris in September, 1815.. ...0oooooccccccoocococoncocono 900, 436, 845 | 32, 645, 618 
Decrease to Mar: 31, OO ia ce ee cc dit 91, 918, 397 4, 751,085: 
Debt in March, a isa 808, 518,448 | 27, 8%, 533 
Increase during 2 years of the Russian WaT-.. o 2.22222 eee ee 30, 399, 995 816, 644 
Deëbtir Mareh A AS 838, 918, 443 | 28,681, 177 
Decrease during the past 41 Ves occitano ci 200, 651, 951 3, 681, 177 
Debt in Mareh, 1 o stas tt Be oa ee dis 638, 266, 492 | 25, 000, 000 


Cost of 


Financial | Dead-weight , Gross amount | Debt created | x- ; 
, interest and : Net decrease , Net increase 
year debt management redeemed in the year | 

AS 
1894-95... £664, 794,001 | £25, 000, 000 £8, 885,973 |... ee £8, 885,973 lLoccocccoconoco 
1895-96... 655, 408, 925 25. 000. 000 7,602,502 |22222222- 002,000 fauces rsa 
1895-97... 648. 306, 426 25, 000, 000 7, 183.000 tees edson daa 7,153,000 perennes pacas 
1897-98... 641, 123, 426 25, 000, 000 6.052.791 jo ole 6, 052,791 AAA 
1898-99. 635, 070, 635 25, 000, 000 7, 09,063 | sel ccieecceven=s 7, 049, 063 2.. .---------0 
1599-1900... 628, 021.572 23, 216, 657 7, 090, 919 £8, 000, 000 lloccoooooooo-- £909, 081 
1900-12222. 628, 930, 653 19, 835, 489 1, 450, 700 62, 000, 000 |....---------- 60, 539, 300 
1901-2200. 689, 469.953 | — 21,685. 532 4, 454, 303 60. 000.000 12222222777 7777 | 55. 545. 697 
19023... 743, 015, 650 27, 282, 058 6, 236, 588 32, 000, 000 |....-.---2.--- 25, 763, 117 
19024... 710,718, 762 27, 009, 000 10, 148, 985 2, 000, 000 8,148,985 2.2. eee eee 
1904-52222. 762, 629, 777 27, 000. 000 8, 315, 100 | 757, 432 7,557, 00S. AA 
18058... 755,072, 109 a 025, 027 11,852, 132 Nil. 11, $52, 132 hoses vegans 
1603-7... 743, 219, 9 2s, 500. 000 13, 714, 432 Nil. 13 TIA ABD ara 
190738... 729, 505,545 | — 29,500,000 | 18, 029, 650 Nil. | 18,020,650 ooconinsccconas 
1908-9... 711,475,865 | 28, 000, 000 8, 767, 968 Nil. 8, 767, 968 Ll occococcccoo oo 
1009-10. 702, 647, 897 21.757, 661 10, 442, 489 | 21, 000, 000 |... ------.-.-- 10, 557, 511 
1910-11__... 713, 245, 408 24, 554, 001 28. 012, 949 : Nil. 28,012,949 |... eee 
1911-12... 685, 232, 459 24. 500. 000 10, 437, 978 Nil 10, 487, 078 [renacer 
1912-13... 674,744, 481 24, 500. 000 3,270,716 Nil. 13, 270.716 AAA 
1913-14... 661, 473, 765 24, 500, 000 10. 203, 674 Nil. 10, 203, 674 |.....--...---.. 
1914-15... 651, 270, 091 22, 606%, 596 8, 953,015 | 466, 500, 000 |....-.2-..-2-- 457, 546, 985 
1015-16._...] 1,105, 817, 076 60, 249, 311 590, 598, 339 | 1,631,520, 907 |-.-.--.-2----- 1, 031, 931, 568 
1916-17... 2.140, 748,644 | 127,250,493 | 1,295, 573,816 1 3, 166, 270, 850 |... eee 1, 870, 697, 264 
1417-18... 4, O11, 445,908 | 189,251, 066 201, 509,133 2,061,913,862 [22222222 | 1, 860, 404, 729 
1918-19... 5,871,850, 637 264, 964, A50 354,325,886 1, 947, 424,678 [oocooononoo.o. 1, 563, 098, 792 
1919-20... 7,434, 040, 429 | 332, 033, 708 987, 946,296 | 1, 384, 741, 167 |-.----------0- 396, 794, 871 
1920-21.-... 7831, 744;300 AA A A e seaazes oca 
1025 E BE a ee tinecueescs EA ae ee A eee ones) 
1030... 2... 7,460; OSS BL? A ltt Secictae cae AA 

| 
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Total debt, funded and floating, of France 


Date Francs Date Francs 

E ere eei e258. bie ees 1, 601, 000, 000 ae (Dec. 31)... -2-2-2-2 40, 008, 000, 000 
FESO osetia AAA 5, 182, 000, 000 || 1915.22.22 ee eee 58, 465, 000, 000 
VA ch eh re ein 6, 708, 000, 000 1918 AAA E E EI 82, 504, 000, 000 
Il a ee A 6, 639, 000, 000 || 1917 -....oooooocococcocceccoceonoo. 114, 200, 000, 000 
SEa 2 Ssh ee Soe oe ee base 12, 383, 000, 000 || 1918... ee 171, 353, 000, 000 
Ta ES 21, 699, 000, 000 || 1919....... -0 ----->---2--.--.---- 240, 242, 000, 000 
TONS A A E 27, 401, 000, COO || 1920... -0 -------0-----.-.------ 286, 524, 000, 000 
TRIAS Sa ee eee ee wt 30, 313, 000, 000 || 192 cc ede ee socadlaoe 297, 367, 000, 000 
W008: A A Sao ae 30, 799, 000, 000 || 1922.....-2 2 eee 316, 454, 000, 000 

QS ewe oss A 33, 637, 000, 000 || 1925... 2.22 lee 421, 000, 000, 000 
1914 (July 3) 2d as 34, 188, 000, 000 || 1930........ 222 ee eee eee 449, 000, 000, 000 


Growth of the public debt of Italy 


Date Lire Date Lire 
JUNE 30,1878 eina 8, 471,000,000 | June 30, 1914. ..-..-------2-------- 14, 839, 759, 000 
June 30, 1080. ...222222 22-22-22 +4- 9, 833, 100, 000 || June 30, 1918_-ocococccoconenoo 43, 414, 451, 498 
A 11, 417, 200, 000 || June 30, 1920. .......---.---------- 92, 484, 000, 000 
June 30, 1890. ...22 2222-2 eee 12, 367, 400, 000 || June 30, 1921. 22222222222 108, 541, 000, 000 
June 30, 1805 caoursin sa 12, 864, 700, 000 || June 30, 1922... -200-22-44 ------ 113, 204, 000, 000 
June 30, 1900. .....222--2---- eee 13, 430, 700, 000 | June 30; 1025 avai since sisimat 117, 126, 000, 000 
June 30, 1905. oucooicsnecciniecoos 13, a 000 ¡ June 30, 1930. .....-.-.----------.- 190, 517, 000, 000 


Growth of the national debt of Belgium 


Date Francs | Date Franos 
E A 117, 237, 380 | E EE oe ce EAEN EE 3, 839, 608, 193 
¡CA ANN 279, 995, 120 |; 1914 (Aug. 15).....--.-.----------- 4, 592, 883, 549 
a a cues 626, 578, 861 | E oe cee desta a AA 23, 337, 000, 000 
PSO AN O 634, 137,847 |! 1920. aa 28, 075, 000, 000 
Er eet oe ee eee 682, 880, 914 | 1921_..._........-..----.- eee eee 33, 937, 000, 000 
ATN T S 1, 422, 814, 049 || 1922. 35, 743, 000, 000 
e ol don 2,018,043, 774 |. 1925...-.-- ene cence ence cee. 42, 043, 500, 000 
WOOO A ie cn cee 2, 708, 549, 151 || 1930.............------------------ 51, 969, 000, 000 


ET leis oe cee haces 3, 246, 474, 123 |, 


Mr. HapLeY. What is the sinking fund at the present time, or the 
annual revenue under it? 

Mr. Ramseyer. Two and a half per cent. 

Mr. Haptey. I know that, but I wanted to get it concretely. It 
seems to me that it is $481,000,000, or something like that. 

Mr. Ramserer. Not quite that much. 

Mr. HapLey. It was at one time. I want to know approximately 
what it is, if you know. 

Mr. Ramsrrer. I have here the cumulative sinking fund trans- 
actions for each year from 1921 to 1930. For 1921 it was $261,250.250. 
Under the law it increases each year. For the fiscal year 1930 it 
was $388,368,950. 

Mr. Hanter. If that is maintained, is it your understanding that 
that will liquidate the war debt in due course? 

Mr. Ramseyer. Not in 25 years from July 1, 1920. At the time 
we enacted the sinking-fund provision applicable to the funded debt 
of the United States. as of July 1, 1920, less the foreign obligations, 
the amount of Liberty bonds and Victory notes outstanding July 1, 
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1920, was $19,581,201,450; less the par amount of the obligations of 
foreign governments, held by the United States on July 1, 1920, 
59 ,455,006,855.19; the difference being $10,136,194,594.82. This $10,- 
-156,194,594.82 is the sum to which the 214 per cent sinking fund 
applies. When we enacted the sinking-fund provision we went upon 
the assumption that the foreign governments would keep up their 
interest payments and finally discharge the principals of what they 
owed us in full; and with the sinking fund as then enacted, that 
sinking fund would have wiped out that ten billion dollars plus 
in 25 years from July 1, 1920. Of course, since that time these 
foreign obligations have been refunded and reduced or partly can- 
celed, whatever you wish to call it, and with nothing more in the 
sinking fund, even with the payments they are making us, it will 
be extended over more than 25 years from July 1, 1920, unless we 
rely on Treasury surpluses, as we have in the past, to pay off the 
national debt more speedily. 

Mr. Haptey. What is the amount of the refunded foreign obliga- 
tion? Is it about $11,000,000,000? 

Mr RamseyeR. The total that is to be paid over a period of 62 
years? 

Mr. Haprey. Do you recall what it is? It is approximately 
$11,000.000.000, is it not? 

Mr. Ramseyer. You are nearly correct. 

Mr. HabLey. To be paid over a period of 62 years. Then, if these 
obligations failed, or failed to any considerable extent, it simply in- 
creases the obligation that we will have to meet if we do liquidate the- 
war debt within 25 vears pro tanto. 

Mr. RanmseYER. That is from July 1, 1920? 

Mr. Hapiey. Yes. 

Mr. Ramsryer. Yes. 

Mr. Haptey. There has not been any real affirmative action upon 
part of Congress looking to a reduction of the sinking fund ? 

Mr. RamseYeEr. No. 

Mr. HabLeyY. Just desultory conversations and discussions? 

Mr. RamsEYER. No; interviews were issued from time to time, and 
I think in good faith and in earnestness by leading members of the 
House and the Senate in favor of reducing the sinking fund. 

Mr. HabLey. I know; but I meant to inquire whether there has 
ever been any report by any committee recommending any action 
of that kind? 

Mr. Ramseyer. No. 

Mr. Haptey. Or any definite action in Congress looking to it? 

Mr. Ramserer. No. I am simply trying to head off any action 
upon the part of Congress to impair our sinking fund. I am trying 
to impress on this commission as a measure of national preparedness 
that the sooner we get out from under the load of the national debt, 
the better able we will be to face an emergency when it comes. 

Mr. Haptey. But up to this time the intergrity of the sinking 
fund has been strictly maintained ¢ 

Mr. RamseYer. Oh, yes. 

Mr. Haber. Of course, your discussion here is very timely in 
view of the aceruing deficits of which we have knowledge, and that 
may possibly increase, and on account of the depressed condition of 
the country and the world, and economic conditions, the extent of 
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which we know not of perhaps, that are ahead of us, and the tendency 
would naturally be to relieve from current revenues to meet these 
war obligations by letting down the bars. I think your discussion 
is very timely for that reason, but I wanted to emphasize in the 
record, for fear there might be a misunderstanding, that up to this 
time there has been no relaxation of the rigor of the sinking-fund 
provision. 

Mr. Ramsryer. There has not. In 1925 there was considerable 
discussion, and but for the timely statement of President Coolidge 
the movement to reduce the sinking fund might have gained headway. 

Mr. Hap.ey. I know there was considerable debate about it at the 
time, and it might well be feared that it will occur. again. 

Mr. Ramstyer. I might state since we are talking on this, that 
recently 1 received a statement from the Treasury in response to a 
De I submitted, that question being, “Assuming the sinking 

und is the only means for debt retirement and that the fund as now 
established by law is not hereafter impaired and that the appropria- 
tion available each year is expended, how many years will it take to 
discharge the interest-bearing debt now outstanding?” That is, I 
mean from now on. We have a debt of $16,000,000,000. Suppose we 
keep up the sinking fund, retiring no faster than the sinking fund, 
and don’t incur additional debt; how long would it take to discharge 
the interest-bearing debt? ‘The Treasury statement says: 

Assuming an average rate of 4 per cent on retirement hereafter on a debt 
in total amount $16,386,000,000 (the amount of interest-bearing debt outstanding 
on April 30, 1931) may be retired through the cumulative sinking fund in 
about 25 years after July 1. 

If that is correct—and I presume it is as accurate an estimate as 
we can get—that will extend the period of retiring the whole debt 
beyond what was contemplated when we enacted the sinking fund 
provision in the Victory and Liberty loan act: 

Assuming an average rate of 31% per cent on retirement hereafter the same 
amount of debt may be retired in about 26 years. 

Of course, that is on the assumption that we will not incur more 
debt. However, this estimate was based on a deficit of the Treasury 
for this year and that national debt for July 1 next will be larger 
than was the national debt July 1 last. 

Mr, HabLeY. What is your thought in the recommendation you 
have made for the commission on this phase of your discussion, that 
the commission merely take a positive stand in line with the idea that 
you advance, for the moral effect it will have, or to report concrete 

egislation ? 

Mr. RamseYERr. Oh, no legislation. It is the moral effect of hav- 
ing the commission back of the idea that the national debt should 
be paid speedily by the generation that made it, and within the 
25 years from July 1, 1920, as contemplated by Congress. And, 
furthermore, on the theory as stated by Congressman Hull, that if 
we paid off the debt in 25 years most of it would be paid by the men 
owning the property of the country and who were not in the military 
service. 

Mr. Haney. So that what you seek is a declaration of policy 
upon the part of the commission with its recommendation ? 

Mr. RamseYEr. Yes. 
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Mr. Hapiry. On the matter of conscription, I note that you take 
a strong position, and that incidentally you feel that it is not prob- 
able that a constitutional amendment would meet with approval. 

Mr. Ramseyer. That is my opinion and has been for several years. 

Mr. Haney. Do you think that a constitutional amendment would 
be necessary to carry out the program which you have in mind, in 
case of the conscription of property in another war? 

Mr. RamseYer. I used the term “conscription of property” in 
the popular sense. I did not mean taking private property without 
compensation. 

Mr. Hapiey. Assuming that the Constitution remains as it is, can 
you indicate to the commission what program you think could be 
followed that would effect what you have in mind? 

Mr. Ramseyrer. Of course the program would depend upon the 
size and duration of the war and the conditions existing at the time; 
but my idea is that Congress would have to look for the money to 
conduct the war from the national income, and what I suggest to 
this commission is that it might have a wholesome effect upon the 
country if you would express a judgment as to the amount of the 
national income or the portion of the national income that should 
and could be used in case of an emergency, to carry on war oper- 
ations. 

Mr. Haptey. I take it that by and large it is your theory that we 
would have to rely upon the power of taxation under the Constitution, 
in the absence of an amendment? | 

Mr. RamseYEr. Yes; and I referred briefly to getting the country 
in a proper state of mind. It will be remembered that in the late 
war we started to tax, and proceeded very cautiously at first, then we 
piled on some more taxes, and just before the war came to an end by 
the armistice, we contemplated increasing the taxes considerably 
more. If the public mind had been in a state to accept heavy taxes 
right from the beginning of the late war. we could have done much 
more in the way of getting revenue by taxation than we did. Really, 
there was not much reason why we should not have started in the 
first year of the war with taxes as high as they were when the war 
closed; and we are better prepared now to do a thing of that kind 
because then the machinery for income-tax collection was new, and 
we did not have men experienced in the operation of the income-tax 
machinery as we have to-day. 

Mr. Couitns. The 214 per cent is based upon how many billion 
dollars of war debt? 

Mr, RamseYer. I gave that a moment ago, but I can turn to it. 
It is $10,136,194.594.82. 

Mr. CoLLINs. Of course, the Treasury Department has used a larger 
amount each year for the retirement of the war debt than 21% per cent 
of that amount. 

Mr. RamseYer. It depends upon how you look at that. 

Mr. ConLins. That is a fact, is it not? 

Mr. Rauseyer. Not from current revenues alone. 

Mr. Corrs. I quite agree with your idea that the war debt ought 
to be retired in the shortest period possible. : 

Mr. Ramseyer. Right on that point let me say this—— 

Mr. CoLurxs. I have no quarrel with you on that. 
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Mr. Ramseyer. There has been a good deal of talk that we have 
been paying our war debt much faster than was contemplated. 

Mr. CoLLIxs. That is what I was going to follow up by saying 
that nearly all of the criticism I have heard has been based on that 
rather than on the 21% per cent of the $10,000,000,000 plus. 

Mr. RamseYer. Our funded war debt on July 1 was $19,581,201,- 
450, and in addition we also had a floating debt. The debt reduction 
from the sinking fund has been $3,187,000.000. Deduct the reduction 
on account of the sinking fund from the funded debt, and you have 
about the debt that we have now, $16,000,000,000 plus. It was con- 
templated at the time this sinking fund was enacted that the floating 
debt should be paid from other sources, and President Coolidge in 
this same message I referred to, in December, 1925, called attention 
to some of the other sources from which the debt has been retired. 
He says: 

Of the amount already paid, over a billion is a reduction in cash balances. 
That source is exhausted. Over one and two-thirds billion dollars was derived 
from excess receipts. Tax reduction eliminates thut. Sale of surplus war 
material has been another element of income. That is practically finished. 

So those who talk of reducing the debt faster than we had con- 
templated in the first place think of the debt as $26,000,000,000 in- 
stead of the funded debt of $19,000,000,000, which was used as the 
basis for the sinking fund. It was contemplated at the time that 
the floating debt should be paid off right away, with some of these 
extraordinary receipts that the Government had at the close of the 
war. 

Mr. Coins. But the actual amount that has been paid has been 
a larger amount than 21% per cent on $10,000,000,000 plus. 

Mr. Ramseyer. Certainly. I have explained that. 

Mr. Coins. From your statement I take it that you feel that this 
commission should, in its report, recommend four things—complete 
liquidation of our war debt by 1945? 

Mr. RaMseEYER. Yes. 

Mr. CoLLrINs. Also we should recommend the financing of a future 
war during the existence of that war. 

Mr. RamseYeEr. That is correct. 

Mr. Corns. And that if the man power of the country be con- 
scripted, certain classes of wealth ought likewise to be conscripted. 

r. RAMSEYER. As a general proposition, yes; I subscribe to that. 

Mr. Corrs. Then you stated that what you meant by conscription 
of wealth was the takne of property as provided under the fifth 
amendment to the Constitution ? | 

Mr. Ramseyer. No; I did not state that. 

Mr. Corns. You stated that if it was taken, it ought to be taken 
upon the giving of just compensation, and that is provided for in 
the fifth amendment. 

Mr. Ramsryer. I did not refer to the fifth amendment. 

Mr. CoLuixs. I took it that that is what you meant in answer to 
Mr. Hadley’s question. What did you mean? 

Mr. Ramserer. I asked this commission to study, and if you could 
form a judgment, to estimate the portion of the national income 
that could be taken in the form of taxation to pay for the war on 
a cash basis. 
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Mr. CoLLixs. I understand that; but I thought I understood you: 
original statement with reference to conscription of wealth was thai 
you felt that if man power was conscripted and taken to war, prop- 
erty ought likewise to be taken. 

Mr. RamsEYER. I subscribe to that principle. 

Mr. CoLuLins. I was just a bit disappointed when you answere. 
Mr. Hadley’s question, because I understood you to say that in con: ; 
scripting wealth or the taking of private property for war uses, you 
wanted to pay the owners just compensation for it, as provided by 
the fifth amendment. 

Mr. RamseYer. I do not recall the question and answer to which 
you refer. 

Mr. CoLLins. If you made any such statement, you did not mean | 
that ? 

Mr. RamseYer. I am discussing conscription of property wholly | 
within constitutional limits. 

Mr. CoLLinNs. You mean existing constitutional limits? 

Mr. RamseYER. Yes. 

Mr. CoLLins. That would mean we could not take it unless we 
gave them a reasonable compensation for the property taken? 

Mr. RamseyYer. I dont think you could without a constitutional . 
amendment. 

Mr. Corus. That is what I say. So that you mean that if we du 
take it we would have to pay them substantially what they said it 
was worth? 

Mr. Ramseyer. I do not subscribe to the latter part of your state- 
ment—“ substantially what they say it is worth.” Of course, just | 
compensation has been defined by the courts. 

Mr. Couns. That is the way that we have always taken it. Wi 
have always ultimately had to rely upon what the owner said hi! 
property was worth. That has been our experience in purchasin: 
real estate all over the United States, including the District o: 
Columbia. That has been our experience in the taking of any prop 
erty. We have always paid what they said the property was wortl: 
and certainly there would not be any change in the hustle and bustl \ 
and turmoil of war. We would not go into a system of accountin: ( 
at that time for the purpose of determining what was just compen- 
sation. We would have two or three men from two or three depart- 
ments down here and they would say, “ We want this property and ; 
we want it now,” and in the taking of it they would take it and pay | 
what the owner said 1t was worth. 

Mr. Ramseyer. I am not sufficiently familiar with what the Gov- ! 
ernment has to pay for property in peace time and war time to acret , 
or disagree with what vou say is the practice. I am reasonable | 
familiar with what construction the courts have placed on what 
“Just compensation ” is. 

Mr. CoLLINs. The courts have handled the matter from differen: 
standpoints, in some decisions holding that 8 per cent is a reasonabl 
return. 

Mr. Ramsryrer. I know there is some conflict among the courts. | 

Mr. CoLLINs. And some of them even a higher rate than 8 per cent. 

Mr. RamseYEr. But unless you have a new constitutional provi- 
sion you can not get away from the just compensation clause of tl: 
Constitution. As I have already stated, I doubt whether it woul: 


` 


WAR POLICIES COMMISSION 609 


be possible to amend the Constitution to empower the President or 
the Congress in case of an emergency or on the declaration of war 
to take private property without compensation. 

Mr. CoLLins. Brushing aside the Constitution, not for the purpose 
of avoiding or evading it, but just supposing it was silent on the 
subject of taking private property, what do you think about the 
general proposition of equalizing the burdens of war by providing 
that private property should not enjoy an advantage during war 
over human beings? What do you think about the proposition of 
putting human beings on the identical basis of private property 
instead of giving property an advantage over human beings 

Mr. RamseYER. As an abstract proposition I have absolutely no 
quarrel with your statement. 

Mr. CoLLinNs. You are handling it from a practical standpoint, 
because you are afraid that the Constitution can not be amended so 
as to put the individuals, the human beings, and private property 
upon the same basis? 

Mr. Ramserer. I am not afraid of it at all. I am not afraid of 
anything. I just see the difficulty in amending the Constitution to 
empower the President of the United States or the Congress to go 
out and take property without compensation in case of war or an 
emergency. You would stir up the whole country with the fear 
that some President or some party might come into power who would 
create an emergency or bring about a war in order to give the Gov- 
ernment an excuse to take over private property. 

Mr. CoLnLins. You have read this resolution under which we are 
proceeding ? 

Mr. RaAmseEYER. Yes. 

Mr. CoLLINs. It provides for equalization of the burdens of war 
and the taking of private property and the treatment of private 
promeny the same as human beings. That resolution passed the 

ouse and the Senate. So far as the constitutional amendment is 
concerned, if that resolution passed the House, it seems to me that 
the resolution could likewise pass both bodies carrying into effect the 
terms of this resolution. 

Mr. Ramserer. It is up to this commission of course to consider 
the proposal to amend the Constitution. 

Mr. une. Do you think that would be the ideal thing to do, if 
he rou do it? Would vou be in favor of the proposal if we could 
do it? 

Mr. RamseYer. I would want to see the form and give it very 
careful study. 

Mr. Coturns. Suppose the form suited you and it agreed with the 
idea of making equal human beings and private property in time of 
war; would you be in favor of it? 

Mr. RamseYer. I want to bring about equality and put them all 
on the same basis of service, but I would not want to go on record 
as approving an amendment to the Constitution of the United 
States before it is drafted and considered. 

Mr. Coturns. Will you do this? You will have about a week in 
which to revise your testimony. Will you draft us a resolution in 
the form that would suit you, putting private property and human 
beings upon the same basis in time of war? 
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Mr. Ramseyer. That is, you mean to consider drafting a proposed 
constitutional amendment to submit to this commission to provide 
that private property may be taken by Congress without compensa- 
tion for pubhe use during war? That is the scope of the resolution 
passed by Congress creating this commission ? 

Mr. Cottrns. Yes; so as to take the profit out of war. 

Mr. Ramserer. Of course, this resolution does not go to the extent 
of directing you to consider amending the Constitution to take pri- 
vate property without compensation. It simply goes to the extent 
of “ ula the burdens and to remove the profits of war.” 

Mr. CorLixs. But back of the constitutional amendment is the idea 
to take the profits out of war, and to take private property without 
just compensation. Otherwise there would not be any necessity for 
referring in the congressional resolution to a constitutional amend- 
ment. What I want you to do within the next week is to add as an 
appendix to your testimony the draft of a resolution which would 
pa private property and human beings on an equal basis—in a 

orm that would suit you. 

Mr. Ramsexer. Of course, this resolution goes to the removing of 
profits of war. That may be possible without a constitutional 
amendment. 

Mr. CoLLiws. The taking of private property ? 

Mr. Ramserer. Yes. The resolution does not direct you to con- 
sider an amendment to the Constitution to take private property 
without compensation. It directs you to consider amending the 
Constitution so that private property may be taken for public use 
without war profits. 

Mr. Corns. How can you take private property by taxation ? 

Mr. RamseYEr. My proposal is to take income by means of the 
income tax. You could also impose direct taxes, if you had them 
apportioned according to the population. 

Mr. CoLLins. We did not do that in the late war. 

Mr. Ramseyer. Not direct taxes; but we did steep the income 
taxes. 

Mr. CoLLins. We increased the income tax. 

Mr. Ramseyer. I think it is possible to go much further in that 
line than we went in the late war. 

Mr. CoLLriwNs. Just one more question. You think then that this 
commission, in its efforts to take the profits out of war, ought to draft 
legislation or suggest legislation that would do that? 

Mr. RamseYer. You mean to put legislation on the statute books 
which Fauld go automatically into effect at a later time in case 
of war? 

Mr. Corzıxs. During peace times. I understand that you recom- 
mend them. 

Mr. RamseYer. I used to think that was practical, but I doubt 
the practicability of that so far as a tax program is concerned, for 
the reason that no one can tell in the course of the next 50 or a 
hundred years, if we do have a war, whether it is going to be a big 
or a little war, a war with Nicaragua or a war with Great Britain 
or some other nation, and to place on the statute books such tax 
legislation to go into effect immediately on the declaration of war 
might fit the situation and it might not. 
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Mr. CoLLrxs. What is it you recommend that this commission do? 

Mr. Ramseyer. What I ask the commission to do is to study and 
give the country the benefit of its study in respect to the portion of 
the national income that can be diverted to the payment of war on 
a cash basis. 

Mr. Corns. Just study but not recommend anything to the 
Congress? 

r. RAmseYER. If you come to the conclusion that you have to 
have a constitutional amendment, you will recommend that, but in 
your report, indicate what portion of the national income can be 
taken to meet the war expenses on a cash basis. You have already 
had witnesses here on the mobilization of industry and along other 
lines. I am not discussing those subjects. 'On the subject of taxa- 
tion, or the amount of taxes that the country could bear in case of 
war, I am asking the judgment on the part of this commission for 
its educational value to the people rather than to recommend legis- 
lation to Congress to enact now that might not be required for 25, 
50, or 100 years. 

Mr. CoLLins. That would be merely a gesture. 

Mr. RamseYER. No. Here is the idea. France, for instance, during 
the late war, could not increase her taxes much. Her people were 
against taxes, war or no war. If you can educate the people, if you 
can create a sentiment that persists that in case of war the war should 
be conducted on a cash basis, or nearly so, it will be easier for 
Congress to enact legislation to keep down the war profits, or cut out 
war profits, and to enact heavy taxes to conduct war on a cash basis. 
If the people of the country are set against taxes, war or no war, 
Congress is not going to legislate contrary to public sentiment or 
against the public will. 

r. Corns. I think some of your proposals are excellent; but 
I fear that if we merely resolve something it is not going to amount 
to a row of pins, and I seriously doubt if Congress will pay any 
attention to it if we should have war. 

Mr. Hapiey. There was no real confusion in your testimony at all, 
Mr. Ramseyer, although the last interrogatories tend to imply such. 
You indicated that you did not think it was feasible to undertake to 
amend the Constitution in that respect. 

Mr. Ramseyer. I stated that I did not think you would get very 
far with a proposal to amend the Constitution. 

Mr. Haptey. Taking that premise and following your testimony, 
I inquired whether there was any remedy available under the Con- 
stitution as it stands whereby we could reach the end that we have 
in view, and you indicated that there is and pointed out what you 
thought it was; and that is where you left it, and the record will 
so show. 

Mr. Corttrns. Oh, I don’t think Mr. Ramseyer needs any vindica- 
tion, because I regard him as one of the ablest Members of the House. 

Secretary HurLeY. Mr. Ramseyer, that is all, and we thank you 
very much. 

Secretary HurLeY. The next witness is Dr. Thomas Hall Shastid. 
Doctor Shastid was professor of history of medicine in American 
College, St. Louis, Mo., from 1907 to 1912; founder of Give the 
People Their Own War Power (Inc.), in 1927, and author of Just 
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One Check on War, 1928; How to Stop International War, 1928; 
and Shastid Proposed Peace Amendments to the Constitutions of 
Various Lands. 

What is your present address, Doctor ? 

Doctor SuHastip. Duluth, Minn. 

Secretary HurLeY. You may proceed, Doctor. 


STATEMENT OF DR. THOMAS HALL SHASTID 


Doctor Suasrip. Mr. Chairman, gentlemen of the commission: 
The resolution whereby this commission was appointed sets forth its 
functions thus: (A) To consider amending the Constitution of the 
United States so as to provide (1) That private property may be 
taken by Congress for public use during war; (2) That methods 
may be adopted for equalizing the burdens and removing the profits 
of war; (B) To study the policies to be pursued in event of war. 

With the third of these functions I do not propose to deal. With 
the other two I shall deal briefly. 


THE CONSCRIPTION OF WEALTH 


The first function is, to consider amending the Constitution of the 
United States so that private property may be taken by Congress 
for public use during war. My answer to this proposal is that no 
such amendment is necessary. Neither is a statute. Congress, or 
the President, in every one of our wars, has taken all and any pri- 
vate property that it wanted. It has invariably commandeered at 
will horses, cattle, sheep, swine, wheat, oats, corn, lumber, coal, 
petroleum, men’s bodies, and men’s lives. 

So perfectly obvious is it that the Government now has and al- 
ways has had power to do these things, that I doubt whether the 
slightest question concerning the matter would have been made in 
the resolution constituting this commission, had it not been that 
a large and very estimable patriotic body in this country had long 
been proposing that such powers be granted to Congress, or to the 
President, as a means of preventing wars. The consideration of 
this question, therefore, although not so stated in the resolution, is 
really the consideration of a peace plan—a plan which has been on 
trial in all lands since before the very beginning of history, and 
which has never prevented one war. 


EQUALIZING WAR BURDENS AND REMOVING WAR PROFITS 


We come now to the second question, to which I shall give the 
rest of mv time—" that methods may be adopted for equalizing the 
burdens and removing the profits of war.” 

To remove the profits of war two chief plans have been proposed, 
both before this commission and elsewhere. One is to limit all profits 
on everything the Government buys in war time, to, say, 7 per cent 
above the actual cost. The other is to “freeze” all prices, when 
war is declared, at either the war-declaration level or at the level 
of some date prior to the war declaration. 
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To consider such matters properly we must, however disagreeable 
the task, consider the undeniable facts of war-time profiteering. 
How is war-time profiteering actually carried on? 

Here is a story: In 1861, just after the outbreak of our Civil war, 
there was in this country a highly practical young man. I will not 
here mention his name, because a son of his still lives—a man who 
bears the father's full name, and who stands high in the financial 
and social circles of the United States and of the world. The 
father, during the Civil War, according to two of his chief biogra- 
phers and to the public records of the ay put through the follow- 
ing deal: There were in the New York arsenal 5,000 carbines which 
had been condemned by inspecting officers of the Army as obsolete 
and dangerous. They often exploded in the breech, sometimes blind- 
ing or killing the very men who fired them. At this time General 
Fremont, in St. Louis, chanced to be sorely pressed for arms. 
Therefore, the ambitious young man In question, through an agent, 
offered to sell and did actually sell to General Fremont (in other 
words, the United States Government itself) the Government’s own 
carbines. In House Reports, Appendix, LXVIT, with respect to 
this case, there appears this language: 

The Governinent not only sold, one day, for $17,486, arms which it had 
agreed the day before to repurchase for $109,912, making a loss to the United 
States on the transaction of $92,426, but virtually furnished the money to pay 
itself the $17,486 which it received. 

And, when a young man of no great influence can sell to his 
Government its own property, and its own condemned property, of 
what avail would it be to pass a law that profits in war time shall 
not exceed this or that? 

Furthermore, what this man did was as illegal at the time it was 
done as any conceivable law could ever make it. 

If you think that the case I have cited of the young man and the 
carbines was in the least exceptional, turn to the original war-time 
documents or even to secondary authorities like Rhodes’s History of 
the Civil War and see for yourselves. In one instance a firm was 
paid by the Government a million dollars for rifles, when not a single 
pS had ever been delivered—even one of the Government's own 
rifles. 

It is of no use to say that if we only had an honest Secretary of 
War in war time then the laws would be enforced and so there 
could be no profiteering. No more honest man, I am convinced, ever 
lived than Edwin M. Stanton, Secretary of War during our civil 
conflict. And yet the profiteering that went on during those long 
four years was enough to shame the heart of the very devil. 

It has been thus in all our wars, in all of everybody’s wars. 

Just after the close of the World War the House of Representa- 
tives, here in Washington, appointed a Select Committee on Expendi- 
tures in the War Department. The chairman of that committee 
was Mr. W. J. Graham, of Illinois, now the presiding judge in the 
United States Court of Customs and Patent Appeals in this very 
city. That committee made one of the most extensive investigations 
both in this country and in France that ever have been made of any 
subject whatsoever. Its printed hearings comprise approximately 
20,000 pages. 
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As to enforcing the law against the malefactors mentioned in that 
report, its chairman said: 

How many criminals have been uncovered? It matters not how many have 
been uncovered, it goes without saying that none will be prosecuted. + * >œ 
During the war hundreds of people were prosecuted by the vigilant Attorney 
General for violation of the espionage act, but who has heard of a prosecution 
of a war profiteer? I say to you, with a full comprehension of the nature of 
the charge, that there are thousands of men who have violated the law during 
the war, of Whom the Attorney General's Department has full knowledge, and 
none of whom has been or will be prosecuted. You talk of prosecution. You 
might as well submit to the prisoner in the dock the question of his own guilt. 
There will be no prosecution, no Courts-martial. What this committee uncovers 
will be laughed to scorn by the War Department and Department of Justice. 


When the laws that then were in existence, plain and perfectly 
constitutional laws—the old, long-standing laws against fraud for 
example—could not be enforced, why should this commission believe 
that, if still other laws covering the same subjects should be enacted, 
they would, somehow, be enforced ? 

1 any case, even if enforced, a law limiting profits to 7 per cent 
or to freezing prices at a pre-war level, would not apply at all to the 
most of the war-time sculduggery. 

Say I am a profiteer. Certain articles have cost me $1 each. I 
sell those articles to the Government and want for each the sum of 
$10. The law, however, says, “only Y per cent above cost.” What 
difference can it make whether I charge that desired $10 for 
each article, or whether I have myself paid for ten times the number 
of articles I deliver, plus, even after that, the 7 per cent? 

What difference does 1t make that I am limited to this or that 
price when I can sell to the Government, even at the limited price, 
that which in fact already belongs to the Government, or which 
even has never come into existence and never will? 

All these price-fixing schemes imply that the one and only method 
of profiteering in war time consists simply in charging the Gov- 
ernment too high prices. A great mistake. 

The methods of cheating the Government in war time by other 
means than that of raising prices are almost infinite. They can not 
all be considered here, but | will mention, in addition to the kinds 
referred to, two or three others. 

A manufacturer of a certain article finds, in time of peace, that 
his trade in that article is greatly falling off. Our Government, 
however, if it declared a certain war, would need almost unlimited 
numbers of that article. Even if the price limiting law were passed 
and, when the war came, enforced, the manufacturer, instead of 
selling just a few of the articles yearly and at a loss, now sells 
millions at, say, the limited profit of 7 per cent. Even so, he wins 
enormous sums, and “the burdens of the war ” are not “ equalized ” 
by that law, because the great mass of the people will have to pay 
for the innumerable, additionally sold articles. 

In one case, during a war, the Government is persuaded to con- 
struct a canal through a great swamp, at the end of the canal a 
wharf. Neither of these constructions, throughout the entire period 
of the war, is of the slightest use to the Government. But, at the 
close of the war, they are both turned over for a mere song to the 
corporation which had the wharf built and the canal dug. Here, 
you see, there is no question about selling the Government anything 
at any price. The Government is the party that does the selling. 
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In still another case, an extremely valuable railroad feeder line, 
too difficult and too expensive for private capital to construct, is, 
during the World War, built, and is never of the slightest value 
to the Government. After the war it becomes of unspeakable value 
to the main line of the railroad. These and innumerable other cases 
of similar character actually occurred in this country during the 
World War. I mention no names, because I wish to hurt no feelings 
unnecessarily. But the names are plainly stated in the official re- 
port referred to. 

A financier who is extremely influential in Government circles 
wants a war made by his government in a small foreign country, 
because, under cover of the war, he can secure for himself immense 
trade advantages. He, perhaps, does not intend to sell to his own 
government or to his own people one single article throughout the 
war. What effect can price fixing have on this man’s profiteering 
outside his own country ? 

Again, in many a war a group of financiers in some neutral coun- 
try lends money or supplies to one of the contestants, or group of 
contestants, ina war, until, at length, the sums advanced become 
altogether, enormous. Then it appears as if the opposite group of 
contestants is about to win the war. That would mean, of course, 
for the group of heavy lenders living in the neutral country noth- 
ing less than terrific financial losses. That group of financiers at 
once brings to bear pressure irresistible upon its own hitherto neu- 
tral government to enter its people into the combat so that the lend- 
ing group’s enormous interests may be protected and further 
increased. | es 

What effect would a price-fixing law have on that kind of 
profiteeririg ? E de Ce 

o THE CONFISCATION OF WEALTH 
i C 3 ' ; : 

It is often said that at any rate the confiscation of wealth in war 
time would stop wars, and a great majority of the American people 
believe that the American Legion’s “ conscription of wealth” plan 
really means the confiscation of wealth—that is, in war time. But 
even the confiscation of wealth could not prevent wars, or equalize 
war’s burdens. In Russia the wealth of the entire nations is, even 
today, in time of peace, confiscated almost in toto. And yet the 
Russian Government stands as the greatest known menace to the 
peace of the world. And, if that war’ menace should develop into 
war reality, you know and 1 know that, even in Russia, the burdens 
of war would not be any more equalized than they have been, there 
or elsewhere, in the past. We know whose blood would flow most 
freely, who would most surely starve or freeze. 

Suppose even that the Soviet Government conquered all the non- 
Soviet nations of the world, and then completely confiscated all the 
wealth of all of them. Even that would not stop war or equalize 
the burdens of war. Such a:central government of a communistic 
world could continue only so long as it ruled with despotic power. 
The consequence? There would eternally be springing up over all 
the world vast revolutions and rebellions—Napoleons seeking reins 
of power here, Caesars seeking reins of power yonder, and the 
masses of the peoples forever fighting for the most valued of all 
earthly possessions, liberty, in every corner of the globe. 
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Another thing. The profits of war do not necessarily consist of 
money. To certain types of men glory and power are far more to 
be desired. And neither price limitations nor property confisea- 
tion could have any effect on the profiteering in these intangible 
commodities so much desired by so many men. ' 


THE WAR-CHECK VOTE 


Now I want to talk for just a few minutes about my plan for 
permanent international peace, not because permanent international 
peace is directly the topic for discussion here today, but because my 
plan has a very «direct bearing, as you will later see, on the question 
of war profiteering and of the equalization of war burdens in war 
time. Take, please, gentlemen, for the present, my word as to this. 

Almost five and thirty vears ago 1 began delving into the causes 
of war, and the deeper I dug the more plainly I perceived that 
wars—practically all wars—start in the upper layers of society and 
that, the farther down I went among society's levels, the more 
inertia, even resistance, to war 1 encountered. This is exactly the 
opposite of the usual doctrine and belief, which is that all govern- 
ments, as well as the small, influential circles which so plainly con- 
trol and manipulate many governments, do not want wars, but that 
they are invariably “pushed ” into wars by uncontrollable hatred 
on the part of the lower orders of society toward the lower orders 
of society in other lands. 

Here I wish to state just as plainly as possible that I am not of 
those who believe that all holders of high political offices are dis- 
honest or subservient to improper influences. I do, however, believe 
(and the known facts warrant the statement) that, in many govern- 
ments, it not infrequently happens that a considerable majority of 
those in control of the political power are either dishonest on their 
own account or else weak-kneed in the presence of great financial 
interests. 

My peace plan I devised in accordance with undeniable historical 
facts. The plan at first consisted of just one proposed amendment 
to the Constitution of the United States, which amendment, it was 
hoped, might later be adopted to the constitutions of other countries. 

The proposed amendment declares that— 

No war or wars, partly or wholly outside the territory or territorial waters 
of the United States, shall be made or declared * * * without the question 
being tirst submitted to a vote of the people of the United States. 

Various provisions are added for the purpose of sealing up all 
possible loopholes. “The ballot employed shall be a secret ballot.” 
and so on. War is, for the purposes of the amendment, carefully 
defined. Territorial waters is specially defined for the purposes of 
the amendment. 

Special provision is made as to pre-war occurances on the hich 
seas—a locality wherein the area of one nation can nowise be dis- 
tinguished from the area of any other nation, but where all the 
area is owned in common. “No vessel of the United States,” reads 
the amendment, “ shall be prevented by this amendment from defend- 
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ing itself against unprovoked attack on the high seas, nor shall any 
aircraft of the United States when on or above the high seas.” 
This matter of what to do about engagements occurring on the high 
seas was the most difficult to deal with. Nevertheless, say that the 
entire Navy of Great Britian should, on the high seas, attack the 
entire Navy of the United States and that, in the succeeding engage- 
ment, both navies were absolutely destroyed together with every 
man and officer upon them. Even then, I say, there on land would 
still remain in existence the great masses of the populations of 
those two immense nations, practically intact, and, under this pro- 
posed amendement, with the constitutional power in their hands to 
prevent the mutual destruction from going any farther. 

e You will please to note that the amendment gives the people 
the right to ballot only on outside, or extraterritorial, wars. It 
expressly leaves the adopting government perfectly free, without 
stopping to take any vote, to repel invasions and to suppress insur- 
rections. No man in his senses wants any vote on whether or not 
invaders shall be expelled from his country or on whether or not his 
government shall be permitted to fall beneath the first armed attack 
made upon it. But it is, in my opinion, the very height of sanity 
to say that no government should be allowed to turn its people into 
invaders on their own account, without their express and actually 
counted consent. 

Once again, I ask you to note that the distinction between the 
kinds of war, to which my war-check vote does, and the kinds to 
which it does not, apply, is one of international boundaries. A 
few national boundaries it is true are still more or less in dispute, 
but, in general, international boundaries stand as definitely ascer- 
tained and determinable as anything else on earth. Such dis- 
tinctions, on the other hand, as those between wars of self-defense 
and wars not of self-defense (see the Kellogg treaty), those between 
wars to uphold the national honor and those not to uphold it, and so 
on, are as indeterminate as is the shape of water. They are there- 
fore valueless. 

A slogan, “ The war-check vote on the outside war.” 


THE LOAN-AND-GIFT-CHECK VOTE 


Later, especially after the World War, I saw very clearly that, 
in case any government should desire to participate in an inter- 
national conflict and its people should, at the polls, reject the pro- 
posal, the Government might, nevertheless, put some other govern- 
ment up to making the war simply by voting that other government 
large loans or gifts of money or pls for the purpose. 

The necessity for this gift-and-loan amendment is not generally 
understood. Most people believe it forbids gifts and loans by a 
government to foreign countries or governments. That is not true. 
The amendment does leave the question to the people. If the people 
wanted to vote money to other governments, they would have the 
power under this amendment to do so. 

Another point: With only two or three exceptions, the small 
nations of the world are heels over head in debt. They can not 
even pay the interest on their indebtedness. They, therefore, can 
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make war only as and when backed up financially by one or more 
of the three or four very wealthy powers. If, therefore, the United 
States, Great Britain. France, and Holland, should adopt both 
amendments, the trick would have been turned. The rich nations 
could not, because of the war amendment, make outside wars them- 
selves, and they could not, because of the money amendment, put up 
any cash or credit or supplies for any of the poor nations to make 
the same wars with. 


WOULD THE PEOPLE VOTE FOR AN OUTSIDE WAR? 


The main objection, of course, which is generally made to the 
war-check vote 1s that the people, if they had that vote, would, be- 
cause misled by propaganda, always vote even for an outside war. 

The facts of history do not support such a belief. 

Take, first, our entry into the World War. President Wilson, in 
1916, was reelected on the very slogans on which he ran: “ Too 
proud to fight.” “TI have kept you out of war.” Then, in 1918, at 
the mid-term election, when President Wilson requested us as a 
plain mark of approval of his war making to send to the Houses of 
Congress nobody but Democrats—well, you yourselves remember 
what happened. And it occurred, too, in spite of the fact that, 
at that election, free speech was almost absolutely suppressed. 
Then, when the war was over, Mr. Cox, who indorsed Mr. Wilson’s 
war policies to the full, went down to the most overwhelming defeat 
that any presidential candidate in this country had ever, to that 
date, experienced. 1 might also gently allude to the fact that. in 
this country, from the war declaration to the armistice, only one 
man in fifty of military age volunteered for service. So much for 
the alleged “ war fever ” on the part of our young men. 

As to the other nations who were engaged in that conflict, I have 
time merely to quote from Mr. Lloyd George (his book, Where 
Are We Going? 1923, p. 34): 

Had a plebiscite been taken in every country in Europe a week before war 
was declared as to whether they wished to engage in a European conflict, 
the proposal would have been turned down by a majority so overwhelming 
as to show that the proposition was one that no nation had the slightest idea 
of entertaining. 

Who was Lloyd George? The man who, through most of the 
World War, sat in the highest seat of power among the allied gov- 
ernments. 

You all, no doubt, know that in not one country on the globe have 
the people any legal right to a referendum on any kind of war. But 
in the course of the World War a referendum was actually held on 
the question of conscription or no conscription in that very country 
which had been declared of all the countries in the world the hottest 
for the war—Australia. 

Volunteering, both of the usual voluntary and of the usual invol. 
untary varieties, had, in Australia, come plainly to an end. Throw- 
ing men of military ave out of emplovment, painting their houses 
vellow, treating their persons with outrageous violence, and so on— 
the usual expedients of a war-organization—no longer sufhiced to 
whip up volunteering. So Parliament proposed to have a «raft 
uct. 
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Now it chanced that in Australia labor at the time was exceedingly 
well organized and also exceedingly harmonious. And labor took 
the risk of protesting against the draft and of demanding a referen- 
dum on whether or not there should be conscription in Australia. 

The referendum was held, and conscription lost. In spite of the 
utter absence of free speech and of the presence of an immense 
amount of “flaming oratory and pro-war propaganda,” conscrip- 
tion lost. In spite of the very fact that the war was already on 
and that thousands of young Australians were at the front, con- 
scription lost. 

Later, the Australian Government held another referendum on 
conscription. Again all antiwar speaking and writing were thor- 
oughly held under. Parliament, thinking to force a majority for 
conscription, even disfranchised for that election large bodies of 
voters—for example, all those of German or of Austrian birth, as 
well as all those, both or even one, of whose parents was of German 
or of Austrian birth. Yet, once again, conscription was heavily 
rejected, even more heavily than before, although each voter clearly 
understood that to reject conscription was precisely the same thing 
as to put the national mark of disapproval on the war. 

And Australia, let me say once again, was the very country which 
had been declared over and over to be the hottest for the war of all 
the Allied nations. 

Take the Venezuelan dispute between the United States and Great 
Britain in 1886. An area of 23,000 square miles lying between Ven- 
ezuela and British Guiana had just been discovered to contain almost 
incomputable mineral wealth. Great Britain claimed the territory. 
So did Venezuela. 

Venezuela appealed to the United States on the basis of the Mon- 
roe doctrine. Preadent Cleveland was more than responsive to the 
eD e but declared that the matter must be settled by arbitration. 

‘he American press thereupon decided almost unanimously that 
the American people wanted not arbitration, but war with Great 
Britain, and that war they would certainly have. It was also de- 
clared that, were the question settled without war, the Monroe doc- 
trine would by that very act be forever destroyed. The British 
press likewise said that the British masses would be content with 
nothing less than war. 

Lord Salisbury and his cabinet thereupon began preparations for 
the war. 

However, the British Government had neglected the usual govern- 
mental precaution of forming a tight war organization throughout 
the isle, one for the suppression, as usual, of all antiwar action and 
speech. The consequence? The masses made a huge clamor and 
outcry against the war. 

Lord Salisbury then, though with great reluctance, submitted the 
yee to arbitration, and the board decided almost every point in 

avor of Great Britain. | 

And, gentlemen, the American people and the British people were 
both, in spite of what had been said about their warlike insistence, 
pafen y content without the war. And even the Monroe doctrine 

id not perish. It still lives, and it still easily bears just anv con- 
struction whatsoever that any administration or any newspaper 
management sees fit to place upon it. 
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But to make a long story short. I will just ask those people (who 
are only constructively present, I hope) who say that wars are 
always forced upon governments by their masses, how it was that 
before modern constitutionalism (before, that is to say, the common 
people had any voice at all in government matters) there happened 
to be any wars? From the very beginning of history until about 
1789, the common people, with few and slight exceptions, had no 
more voice or control in governmental affairs, than had their masters’ 
horses, cattle, sheep, and swine. And yet, during all those centuries 
and millenaries, there were wars innumerable. Who made them? 

And if it be true, as it most undoubtedly is, that, during practically 
all history till about 1789, the bigwigs made, and must of necessity 
have made, the wars, the innumerable wars, is it, I ask. likely that, 
about 1789, all of a sudden and quite unanimously they faced about 
and beran to want no more wars—so that the masses, now, are, as 
so often alleged, solely and wholly responsible for them? 


OTHER OBJECTIONS 


It has been said before this very body that, if Congress were to 
submit the question of war or no war to a popular referendum, the 
country would at once be filled with flaming oratory and. a flood of 
prowar propaganda. 

Now wouldn't that be a shame? 

Why! In every major war that we ever have had and that any 
other nation ever has had the countries involved have been filled to 
the utmost with prowar oratory and prowar propaganda. 

Take the W orld War. For the entire two years and three-quarters 
which elapsed from its beginning until our entry into it, we were 
solemnly assured that that war was a war to end war. We were also 
emphatically informed by practically every newspaper and magazine 
in the United States and by practically all the ministers and pro- 
fessors that the British aristocracy, the King of Italy and his nobility, 
the Mikado of Japan and his, and the bloody-handed butcher of all 
the Russians, Nicholas Romanoff, had joined forces to make the world 
safe for democracy. We were solemnly assured by thousands of 
historians, essayists, novelists, and orators, that the German people 
were a brutal stock, that they were in fact “the mad dogs” of 
Europe. that they had started out to conquer and enslave the world, 
to rape its women, to cut off its little children’s hands, and to cruc! fy 
its infants on barn doors alongside cats and dogs. 

What a frightful shame that the prospect of a referendum might. 
prior to some war, fill the country with propaganda. 

It has also been said before this body that, if Congress called for 
a referendum, that would be a notice to the foreign government that 
Congress was intending, later, if the referendum carried, to make 
war upon that foreign nation. 

Mv answer is that it would indeed be notice. But, if Congress 
should do the present way and just declare war without calling for 
a referendum, that, too, would be notice and notice even more unmis- 
takable. 

But it was also here contended that the notice given by the call 
for the referendum would differ from that given by an immediate 
declaration of war in that the former would necessarily be followed 
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by some delay and that such delay would permit the foreign govern- 
ment time for military preparation. 

I answer, And us, too. And in every outside war that we ever 
have had, we ourselves have needed time for further preparation 
vastly more than has our adversary. 

We are not a military nation, so in times of peace we are seldom 
well prepared for war. 

It has also been said before this very body that, should the refer- 
endum carry by only a small majority, the Government would be 
greatly handicapped in its prosecution of the war. 

The truth is that, if the proposal to settle a given international 
dispute by killing, say, millions of people, should win by only a 
small majority, the Government would simply not make that war— 
at. least under my amendments. Those measures make the affirma- 
tive vote of the people not obligatory upon the Government, but 
permissive. Moreover, they expressly state that the President and 
Senate shall have power, just as now they do, to make a treaty of 
peace either before or after the commencement of hostilities. 

It has also been said, though not before this body, that my pro- 
posed war-check vote would prevent any country which adopted it 
trom going beyond its boundaries instanter in order to deliver the 
first blow. 

But I want to declare as emphatically as possible that the doctrine 
that any given nation ought always or generally to deliver the first 
blow in war is precisely the teaching which, in at least 50 per cent of 
the cases, gets that given nation struck first itself. 

Then, too, as everybody here clearly understands, but for the 
pernicious theory now in question, there would not have occurred 
the recent World War—with all its incomparable disaster. 

Then, too, once again there stands the fact that other nations are 
almost invariably better prepared to strike first than are we. 


STOPPING WAR BY GESTURES 


But, say some, even if the war-check vote would have prevented the 
World War and many other wars, even so, the war-check vote amend- 
ments would be difficult to put through and, therefore, better it would 
be to adopt some other plan for peace—one which, even though it did 
still leave, in fact, the war power in the hands of those who profit by 
war, would, nevertheless, be “a gesture in the right direction.” 

Let us examine a few of these mere gestures. 

The war to end war.—This gesture is now so thoroughly dis- 
credited that I will not even bother to argue whether it stopped wars 
or not. 

The League of Nations.—The real intent and purpose of this ges- 
ture, the league, was chiefly the enforcement of the unjust treaty of 
Versailles—the very document which to-day, perhaps more than any- 
thing else except Bolshevism, is threatening the peace of Europe. 
Then, too, the league’s very covenant provides for war under this, 
that, and the other set of circumstances. Moreover, “ by their fruits 

e shall know them.” Since the beginning of operations by the 
eague “nearly 40 small wars” (a number of which were not so 
very small) are listed by Mr. John Carter in his 1926 book, Man is 
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War, which had occurred either under the auspices of the league (like 
ne British war in Syria) or in spite of the league, up to the volume's 
ate. 

Disarmament.—As a means of saving money, disarmament might 
be more or less of a success. As a means of stopping war, it is just a 
piece of nonsense. Are we not precisely on the threshhold of an 
alrplane aget Very well. Commercial airplanes, together with 
commercial explosives, can, almost at a moment's notice, be used to 
make the worst of all wars. Destroy the world’s navies, and its steel- 
clad, steam-driven mercantile vessels would still constitute a vastly 
more efficient navy than had ever existed up until 1862—when the 
first iron-clad vessels on earth appeared, the Monitor and the 
Merrimac. 

A United States of the world.—This * gesture ” means that all the 
world's nations are to federate in exactly the same way in which the 
States of the United States of America are now federated. Such a 
union, we are told, would absolutely prevent wars. Nothing is said 
about the fact that the inclusion under one government of peoples 
too different from one another is always likely to result in civil war. 
Even in the model federation which they hold up to us—the United 
States—one of the bloodiest of all wars did actually occur because 
of a slight difference in climate: In the North, therefore, slavery 
unprofitable; in the South slavery profitable—and not so very 
profitable either. 

Then too, three-fourths of all the people in the world are colored. 
Three colored votes, therefore, to be cast in that United States of the 
world to each one white vote. That situation would mean, under 
majority rule, the absolute dominance by the colored peoples of the 
whole earth. The white peoples would not tolerate that. Then— 
world-wide civil war. 

But has federation actually, even on a very small scale, always 
worked out well? 

Norway and Sweden quarreled almost all the time so long as they 
were federated. In 1905 they dissolved partnership, and have lived 
happy ever since. 

The short but terrible war of 1866 occurred between the different 
members of the German confederation, the object of the conflict 
being not the retention of Austria within the confederation but 
actually her expulsion therefrom. 

The various states of the old Austro-Hungarian Empire quarreled 
almost continuously so long as the confederation endured. 

Turn back the leaves of history all through the Middle Ages and 
then all through antiquity even to the very dawn of historical writ- 
ing and you will find wars and rumors of wars in connection with 
federated states. Wars even for the purpose of securing federation. 
Wars for the purpose of defederation. Wars for the purpose of 
refederation. And, finally, wars even to prevent federation. defed- 
eration, and refederation. 


CONCLUSION 
I have no time to examine critically any of the numerous other 


conventional plans for the prevention of war. They are without 
exception as futile as those just now considered, for each and every 


WAR POLICIES COMMISSION 623 


one of them actually leaves the power to make war in the hands of 
those who profit enormously by war. | 

And when we know, as we do, that, when war threatens, a secret 
referendum is almost invariably held among those very people 
who do profit enormously by war, why not, then, get for the people 
at large the war-check vote—extend that referendum so that those 
who lose and lose very terribly by war also have a part in the 
referendum? | | 

That voice, according to innumerable facts of history, would 
~ stop practically all international conflicts. And, with such conflicts 
stopped, the usual inordinate profits of war-time (those that result 
from the raising of prices and those that result in any other manner) 
would have been terminated also. 

The war-check vote on the outside war! The gift-and-loan-check 
vote both in war-time and in peace. 

Mr. Chairman, have I leave to revise and extend, and will you 
have such leave noted on the record ¢ 

Secretary Huruey. Yes, sir. 

Doctor Suastip. Thank you. I thank you all, gentlemen, for 
your very kind attention. Now I should like, with your permis- 
sion, Mr. Chairman, to pass among you copies of the latest edition 
of my proposed war-check vote amendment, and the loan-and-gift 
check vote amendment. If you would care to honor me with a cross- 
examination, I think it would facilitate matters for you to hold a 
copy of this in your hands. ‘The paragraphs are numbered for easy 
reference. | i 

Mr. Corns. Do you want this incorporated as part of your state- 
ment ¢ ) 

Doctor Suastiw. I should be glad, yes, sir, to have that done. 

Mr. CoLLins. Does your proposal, or your suggested Amendments 
go further than to secure a referendum on the subject of war? 

Doctor Smastrip. The first amendment is to procure for the elec- 
tors of the country generally a vote on extraterritorial wars only. 
Then there is another amendment which prevents a government 
giving or lendin 

Mr. Coins. Let us take one at a time. 

Doctor SHastip. All right. 

Mr. CoLLins. How are you going to tell whether it is an extra- 
territorial war or not, in advance of the war? 

Doctor Suasrip. If it were an intraterritorial war to begin with, 
then you would not have to take your vote. If afterwards it should 
become an extraterritorial war, then you would have to take your 
vote. 

Mr. CoLLins. After you got into the war? 

Doctor SHastip. Well, will you please give me a specific instance 
of just what you mean—some war that has occurred. 

Mr. ConLins. Now, I am not hostile to your plan. I do not know 
what it means. I am just trying to find out. Suppose we started 
out as did, say, a given country in the late war—and t have the coun- 
try in mind—with the idea that that particular country would not 
seek any additional territory, yet we know very well when the war 
ended that particular country was perhaps the largest seeker of 
territory of any of the countries that were in the war. 
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sir, I have not made my mean- 
I do not mean a War for 
further 


Doctor SHastip. I am afraid, 
ing very clear. By extraterritorial war, 
the securement by the government in question of any 
territorv—— 

Mr. CoLLiss. What do you mean ? 

Doctor SHastip. I mean the government's sending its own forces 
outside of its territory to tight, whether it be for the purpose—— 

Mr. CoLLins. Your thought is what we all thought was the mean- 


ing of the Constitution of the United States prior to the draft cases; 
d not be sent out of 


e 


we all thought that the militia, for instance, coul 
the United States. 
Doctor SHasrip. That was 
not as to the National Army. 
Mr. Coruiss. Well, yes 
Doctor SHASTID. And t 
dent Commander in Chief even of the militia, when t 
been called into the service of the United States. 
Mr. CoLuiss. But solely for insurrections and to repel invasions. 
Doctor SHastip. That was the old idea. 


Mr. Couns. I know—— 

Doctor Suasti. During the War of 1812 they would not allow the 

militia to go outside of the boundary. 
Mr. CoLLINS. Anyway, that is the language of the Constitution ; 

but we sent the militia into the last war, and the Supreme Court of 


the United States upheld it. 
Doctor SHASTID. Yes; it did. 
Mr. CoLLINS. So your idea is O 
service ? 
Doctor SHASTID. Extraterritorial service. 
Mr. ConLins. Wars where our soldiers will go into foreign service ? 
Doctor Suastip. Not necessarily. It depends on what you mean 
by. “ foreign service.” If you mean by that service under a foreign 
overnment, no; not necessarily. 
Mr. CoLLins. 1 do not mean that; I mean fighting—— 
Doctor SHASTID. Outside of our boundaries. 
Mr. CoLLiws. That is what I mean. 
Doctor Suastip. Yes. 
Mr. CoLLins. That is your first amendment ? 
Doctor Suastip. That is my first amendment. 
Mr. Courins. What is the second ? 
Doctor Suastip. The second is neither in peace nor in war shall 
the Government, without affirmative vote O the people, have the 
ower to give or lend money, credit, or supplies, to any foreign gov- 
ernment above the sum of $10,000,000. If you will look at para- 
graph No. 16, you will find this language: 


This amendment shall not, either in peace or in war, prevent the making 
j States Government as 4 matter of aid 
and similar natural 


y one nation in any 
dum as above described, shall not 


the old idea as to the militia only, but 


he Constitution plainly makes the Presi- 
i he militia has 


nly with reference to foreign 


and assistance after hurricanes, earthquakes, epidemics., 


calamities, provide 
one year without an authorizing referen 


exceed the sum of $10,000,000. 

For example, there was an earthquake in Managua lately and I 
suppose the Red Cross furnished most of the supplies. If the United 
States Government had wanted to give or loan to Nicaragua to the 
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extent of $10,000,000, it could under my amendment have done so 
without taking a referendum. 

Mr. CoLLiNs. What else do your amendments do, or are those the 
two general things? 

Doctor Suastip. Yes. May I just explain a moment? The amend- 
ment for the loan-and-gift check vote applies both in peace time and 
in war time; because ifa wealthy government should have a refer- 
endum on whether it should send forces beyond its boundaries to 
fight and the people should reject that proposal, the government 
would still, but for this amendment, have the power to give or lend 
money, credit, or supplies, to some other nation to make war on them. 
If, for example, our Government wanted Great Britain whipped and 
France was in the mood to do it, but did not just have the money, 
and our Government wanted to join or help her and suppose it sub- 
mitted the proposal to the people and the people voted no, then our 
Government might go ahead and say to the French Government 
“ Well, here are $5,000,000,000; here are a lot of supplies; you go 
ahead and make war anyhow.” They have the power to do it under 
the present circumstances. 

Mr. CoLLiws. Does your second amendment, the loan-and-gift 
check vote amendment, apply to loans to foreign government by 
private bankers? 

Doctor SHasrip. No, sir. If you will turn to paragraph 

Mr. Corns. Just yes or no will be sufficient. 

Doctor SHasrip. No; it does not. It provides: 

This amendment shall not, either in peace or in war, prevent or limit the 
making of foreign gifts or loans or the undertaking of foreign suretyships or 
guarantyships, by citizens, subjects, firms, or corporations of the United States, 
so long as these shall act strictly within their private capacities. 

That is, not as agents of the Government. 

Mr. CoLLins. Now does your first amendment apply to all wars, 
whether offensive or defensive wars? 

Doctor Suastip. I purposely avoid, so far as possible, such words 
as “ offensive ” and “ defensive,” and Í use, a: “ intraterritorial ” 
and “extraterritorial ”; because, although it is true that some bound- 
aries are not very definitely ascertainable, practically all the bound- 
aries between the different countries to-day are as definitely settled 
as about anything in this world can be. 1 would not say they are all 
absolutely definitely settled, and, if you will pardon me just a 
moment, I will show you what there is on that subject. 

Mr. CoLLiNs. I think we will get to that a little bit later. 

Doctor SHastip. All right. 

Mr. CoLLrNs. -Does your first proposed amendment prevent our 
Government from landing marines or troops to protect the lives of 
American citizens in foreign countries? 

Doctor SHasripD. This amendment proceeds on the supposition that 
when an American goes into a foreign country, he must abide by the 
laws of that sovereignty; his Government must not assume sover- 
elgnty over all the other countries of the world. 

Mr. Corns. Does your amendment provide only for one election, 
or as many elections as may be desired ? 

Doctor SHastip. Just as many as may be desired. There is no 
limit on the number. 
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Mr. Corns. Suppose we should vote to-morrow and should decide 
we did not want any war, and then suppose there was some act on 
the high seas or elsewhere that enraged the people of the country— 
would the first election preclude the olaa of a second? 

Doctor Suastip. Not at all. There is no limit on the number of 
ees that may be held. Circumstances might very much 
change. 

Mr CoLLins. Well, what would be the effect? Suppose a nation 
were destroying our commerce on the high seas, and we held an elec- 
tion on the subject of a declaration of war and voted not to go to 
war, or not to permit the Congress to vote to go to war, would or 
would that not be an inducement or reason for the other nation to 
go even further limits than it had gone previously ? 

Doctor SHastip. Paragraph 11 takes care of that. It says: 

No vessel of the United States shall be prevented by this amendment from 
defending itself, elther in peace time or in war time, against unprovoked attack 
on the high seas, nor shall any aircraft of the United States when on or above 
the high seas. When any vessel of the United States shall so act in self- 
defense the State Department of the United States shall, within 30 days, make, 
in a conspicuous place on the inside walls of all the post offices in the United 
States, a complete disclosure in the English language of all the facts substan- 
tially affecting the situation and known to the department. 

Mr. CoLLiNs. Suppose we had two or three airplane carriers and 
several other useful naval implements out near where this vessel 
was attacked and they went to the assistance of the American vessel 
that is attacked—— 

Doctor Suastip. They are perfectly free to do that. 

Mr. CoLLrINs (continuing). Would not that be in reality the start- 
ing of a war? 

octor SHastip. Well, as I said in my statement, even ¡1f—— 

Mr. CoLLins. It seems to me that your exception absolutely de- 
stroys what you are seeking to do. 

Doctor Suastip. If you will pardon me, I will say I do not think 
so—probably because I did not make myself clear. I stated in my 
statement that even if the entire British Navy on the high seas 
should attack the entire American Navy, and if every ship in both 
navies should be destroyed and all the people on board of all the 
ships of both navies were destroyed, that would not be—I have not 
computed it, but I will say it would not be a tenth part of 1 per cent 
of the people of those two countries. 

Mr. CoLLixs. I understand that. 

Doctor SHastip. Then if you left the right to the American people 
to decide as to whether, under all the circumstances, we should go to 
war and have a gigantic mutual destruction of the people of those 
two countries, it is my firm opinion, backed by history, that the 
people would say, “ No; stop right here; we will have arbitration.” 

Mr. CoLLins. Does your amendment presume that the other na- 
tions will have the same instrumentalities for avoiding war that our 
country has? 

Doctor Suastip. No; not necessarily. One of the beauties of these 
amendments, as my coworkers and I consider them, is that any given 
nation can adopt them first and will always be perfectly safe in so 
doing, because the amendments expressly leave every adopting gov- 
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ernment perfectly free to repel invaders and suppress insurrections. 
Also, all their ships, mercantile and naval, if they like, can defend 
themselves against an unprovoked attack on the high seas. 

Mr. Coturns. Doctor, I sympathize with what you are after, but I 
ain just a bit afraid if you permit two or more vessels on the high 
seas to start shooting it out with each other, that your war is on and 
there is not anvthing to prevent an inflamed public opinion from 
continuing it until one decisively has the advantage of the other. 

Doctor SHastip. In other words, you feel if the British ships and 
American ships should shoot it out on the high seas. then the Ameri- 
can people, if we had these amendments, would vote for war and the 
destruction of millions upon millions on account of the tlestruction 
of two ships? Is that not it? 

Mr. Corris. I think that would be inevitable. 

Doctor SuHastip. It is not in accordance with the facts of history, 
as I have found them, and I would like you to tell:me, Mr. Com- 
missioner 7 

Mr. CorLins. No; I am simply an ordinary Congressman. 

Doctor SHastip. I am sorry 1 do not happen to be personally 
acquainted with you—you tell me the facts of history, giving the 
figures, which show that under those circumstances people would 
vote for war? Would it not be the situation we had at the time of 
the Venezuela dispute? Public opinion was supposed to be terribly 
inflamed then. And in Australia did not they have two referen- 
dums—it is true they were not on the question of war itself, but 
on the question of conscription—when thousands of their men had 
already been killed in war, far more than would have been killed 
on two ships, and the people twice, and vastly more the second time, 
voted “ No war,” and when they were already in war with thousands 
dead and I do not know how many, say 50,000 or 100,000, then in 
the trenches, and they voted “ No conscription.” Those are abso- 
lutely undeniable facts. And during this Venezuelan dispute, the 
ress of the United States said that positively the people of the 

nited States were inflamed and would have nothing but war. 

Mr. Couurns. Of. course to have a fight with Venezuela is very 
much like shooting a 2-year old child | 

Doctor SmastiD. Oh, I beg your pardon. The question was 
whether the United States should: whip Great Britain for the sake 
of Venezuela. There was no question about the United States whip- 
ping Venezuela. 

Mr. CorLiws. How much time is prescribed in your amendment 
before an election is held? 

Doctor SHastip. Thirty days. 

Mr. CoLLixs. That is all. 

Secretary HurLeY. Doctor, have you read the referendum plan 
of Admiral Sam McGowan, of the Navy, retired ? 

Doctor SHastip. I have; yes. — 

Secretary HurLeY. Do you approve or disapprove of his sug- 
gestion ? 

Doctor Suastip. I very much approve of his suggestion. At bot- 
tom, it is the same suggestion as mine, although in some respects 
my proposed amendments go more into detail than do his. 
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Secretary HurLeY. What is your present occupation, Doctor? 

Doctor SHastip. I am an oculist. 

Secretary HurLeY. You spoke awhile ago of yourself and associ- 
ates: Did you mean your associates in the oculist business? 

Doctor Suastip. No; I meant in the peace movement which we 
have—a little peace organization. 

Secretary HurLeY. What is that peace organization ? 

Doctor Suastip. It is called “The War-Check Vote, Inc.” 

Secretary HurLeY. Where is its headquarters? 

Doctor Suasti. Its headquarters are in Duluth, Minn. 

Secretary HurLeY. Who is its president? 

Doctor SHastip. I am. 

Secretary HurLeY. What is the membership of your organization? 

Doctor Suastip. We had an active membership, I think, the last 
time I looked at the records of 149. 

Secretary HurLeY. 149? 

Doctor SHastip. Yes. We have never sought to enroll large num- 
bers: we only wanted a small number who would work for these 
amendments. I have received literally many thousands of letters 
stating that the writers were strong for the war-check vote, but 
not asking membership, and I have not asked them to join, largely 
because I did not want it to be said, perhaps, that we were just 
trying to make money by getting a large membership and probably 
gathering in a great many membership fees, and so on. The point 
is we would simply like to get these amendments adopted. 

Secretary HurLeY. Doctor. I thank you very much for your 
kindness in presenting your views to this committee. ` 

(The commission thereupon adjourned until to-morrow, Wednes- 
day, May 20, 1931, at 10 o’clock, a. m.) 


(Submitted for the record by Dr. Thomas Hall Shastid :) 
How TO STOP INTERNATION WAR 
(By Thomas Hall Shastid, M. D., LL. B.) 


Is it absolutely necesssary to stop internation war? Hear Stanley Baldwin, 
the present Prime Minister of Great Britain. He is not “a wild-eyed radical,” 
but a conservative of conservatives. Said he in his speech of January 8. 1926: 
“ Who in Europe does not know that one more war in the west and the civiliza- 
tion of the ages will fall with as great a shock as that of Rome?” Thomas 
Edison testifies that London can be destroyed in three hours. General Swinton 
alleges that modern military technique is capable of annihilating a nation in 
a day. General Foch, some years ago, declared that the next great internation 
war would occur within 15 or 20 years. All agree that the methods and results 
of the next great war will be almost entirely different from those of the World 
War «and infinitely more terrible. Some authorities suggest that the great 
future war may mean even the destruction of the human race. 

Is it, then, or is it not, absolutely necessary to prevent the great future war? 

The chief difficulty is to get Mr. Average Citizen to quit thinking in terms of 
past wars and how to make them, and to begin to think of the great future war 
and how it positively and literally must not be allowed to occur at all. 

Plans that won’t work.—Most of the plans proposed for the prevention of 
war sound well but will not bear examination. Of such the commonest are: 
Arm so strongly that no other nation will ever dare to attack you. That is 
exactly what Germany, Russia, France, Great Britain, and some other coun- 
tries thought in 1914. Then came the World War. Disarm completely. Would 
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that this were possible. But how is it possible when 80 per cent of the equip- 
men for war is precisely the same as the equipment for peace. The great future 
war, we are told, will be waged chiefly by airplanes. Shall we destroy all our 
commercial airplanes, all our explosives (many of which are used for clearing 
land, mining, and other purposes of peace) and so on? Shall we destroy our 
steel plants, copper mills, saw mills, and lumberyards, indeed, practically all 
that civilization holds dear, because such institutions can manufacture destruc 
tive planes and other implements of death? Besides, we are on the threshold 
of a great commercial airplane era. Soon hundreds of thousands of airplanes 
will be carrying not only, as now, the mails, but also the express, freight, and 
passengers. Every one of these planes, we are told, can be converted into a 
bombing plane in just a few hours. What, then, shall we do, when the equip- 
ment for war and the equipment for peace have become not $0 per cent but 
practically 100 per cent identical? Outlaw war. This plan calls for the “ out- 
lawry“ of war by treaties not to fight. But experience shows that, in war 
time, treaties ure regarded as “mere scraps of paper.” “Military necessity ” 
is pleaded as the excuse. 

If we are to prevent the great future war, we must have some plan that will 
work. 

A plan that will work.—For more than 31 years I have advocated my plan 
for ending internation war. That plan 1 will now, of course very briefly, state. 
It consists of two amendments which my coworkers and I hope to get adopted 
to the Constitution of the United States, and, later, to the constitutions of three 
or four other lurge countries. 

There are, remember, two amendments, not only one, and each, though very 
different from the other, is quite as important as is the other for the stopping of 
war. The first amendment I call, for short, “ The war amendment,” the other, 
“The money amendment.” 

The war amendment declares that Congress shall never make a war outside 
our own territory or territorial waters without first submitting the question 
to a vote of the people of the United States. There is a provision that the 
State Department of the United States shall display on the inside walls of 
the post offices a plain and truthful statement in the English language of all 
the essential facts concerning the war. Wars are almost always forgotten in 
darkness; let us turn on the lights. There are other provisions for the purpose 
of sealing up all possible loopholes. 

Here is the program under this amendment. When the question of a pro- 
posed extraterritorial war arises, it is voted on first by Congress. If Congress 
votes against the war, that ends the war just the same as it now would do. 
The people get no initiative in the matter, hence never could “force Congress 
into wars.” But, if Congress votes for the war, then it must leave the question 
to a vote of the people, before it can make the war. There is that check. 

Then the people, just like Congress, can vote in only one or the other of 
two ways—against the war or for the war. If they vote against the war, that 
ends the war, at least as an extraterritorial proposal, just as all lovers of 
humanity wish and hope that it would do. But, if the people should vote for 
the war (the worst thing that could happen under the amendment) then 
what? They would only be voting for what Congress itself had voted for 
already and would have been giving us anyway. 

How, then, could the people under this amendment, “ push Congress into 
war”? 

In what ways do we know that the world’s peoples, if they had such a 
referendum, would always, or even generally, vote ugainst war? Take the 
recent World War. Was not Woodrow Wilson reelected, in 1916, on the 
slogan, “He kept us out of war”? Then, as to the enlistments. Figures 
differ, but the most trustworthy seem to be that about 15 per cent of the 
American Army consisted of volunteers. Eighty-five per cent of the soldiers 
had to be drafted. And remember that, after the boys’ number had been 
published, the boys were allowed and urged to change their status from that 
of draftee to that of volunteer. Eighty-five per cent—or call it, if you wish, 
80 per cent or 75 per cent—were not only drafted, but, after being drafted 
and knowing that they would have to go to war anyhow, refused even to have 
their status changed from that of draftee to that of volunteer. This does 
not mean that our boys were afraid of getting hurt. It means simply that, 
in every human breast which has not been hardened by some hope of profiteer- 
ing, there is a deep, instinctive horror at the thought of going out beyond our 
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boundaries to slay millions whom we have never known and against whom 
we hold not even a shadow of ill will.’ 

Then consider what happened at the close of the war. In almost every 
one of the 27 countries which had participated in the war, the party in power 
was thrown out of office with a bang heard round the world. “Even Tennessee 
went Republican !” 

I am not discussing the question of whether we should or should not have 
entered the World War, or whether Germany or Great Britain was right in 
the World War, or whether, if we had not entered the war, Germany could 
ever have passed the British Navy, or whether, if the the German Navy had 
passed the British Navy, the fraction of the Germany Navy that was then 
left could ever have whipped the French and American Navies combined. I 
am discussing none of these oft-mooted questions. I am merely testing out 
the question of whether or not the masses of the world's peoples want to go 
to wur and would probably vote for any war. The more clearly it was our 
duty to go into the World War, the more plainly it appears that the great 
majority of even our young men do not want to go into any war. 

Consider Austria at the beginning of the World War. Suppose her people 
had previously adopted this amendment. Then suppose that the assassination 
of the Austrian Crown Prince by the Serbian, Prinzip, had taken place. Do 
you suppose that the Austrian masses would have voted that Prinzip, the 
assassin, should not be executed, but that. instead, millions of innocent 
Austrians and Serbians should be taken out and slaughtered—made to slaughter 
each other? It is preposterously unthinkable. There would have been no 
World War. 

Rut the Government of Austria did that very thing—caused the deaths of 
millions of innocent persons. while Gavrio Prinzip was never executed. There 
was no check on the Government of Austria. 

Please to understand that my war amendment permits Congress to repol all 
invasions of our territory and territorial waters without stopping to take a 
vote, also to suppress insurrections and rebellions without stopping to tuke a 
vote. Any government must be permitted to fight for its existence and to do 
s0 unhampered. The amendment aims only at wars outside the given nation’s 
own boundaries. 

But see what happens. With aggression dead, defense dies of itself. When 
nations can not go beyond their boundaries to attack other nations, there can 
not be nny defense necessary. And with attack and defense both dead, dis- 
armament, in so far as such a thing is possible will come of itself. 

Do not leave the power to make aggressive wars wholly unchecked in the 
hands of profiteer governments, but give just one say to the people, just one 
word, just one check on aggressive conflicts. Give it to those who, in all the 
wars that have reddened the sad fields of history have had to pay war’s price— 
the muney, the moral degradation, the blood, the bones, the ruined houses, the 
empty chairs about firesides, the heartaches, the desolated human stock, the 
unspeakable tragedy of tragedies continuing through all the generations upon 
generations, world without end. 

Why not? Whose wars are wars anyhow? The profiteers’ or yours and 
mine? My opponents say it is always the people who do in fact cause wars. 
Well, then, let's take a few votings on the subject and see. If you are right, 
you and I can't be hurt any. Under my amendments, the people can, at worst. 
ratify the action of Congress or of some parliament. And if I am right there 
will be no more internation wars. Heads, neither of us loses; tails, we both 
win. 

Now what about money amendment?? That forbids the Government making 
any “gifts or loans” of “money, credit, or supplies” to foreign governments 
without a vote of the people of this country on the subject. 

The necessity of this amendment is not generally understood. Most people 
believe that it simply forbids gifts and loans by this country to foreign coun- 


1I am told by a rank militarist that all of America's young men were “really perfectly 
wild" to enter the World War, that the reason why they would not volunteer in any 
great numbers was tbat they ‘wished to show by their reluctance their comple te dis- 
approval of the volunteer system. Strange that anyone who was “ perfectly wild ” to go 
to war would want to give his chance up to any other person, whatsoever his dislike might 
be for one system or another. Also, I am credibly informed by erstwhile members of 
exemption boards that 60 to 90 per cent of the draftees claimed exemption. No satis- 
faction, apparently, existed on the part of our young men with either the volunteer 
system or the draft system. 

2 For the full text of both amendments see the appendix at the close of this pamphlet. 
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tries. That is not true. The amendment does leave the guestion to the people, 
and it does require that all the pertinent facts in the case must be displayed 
on the wall of our post offices. If the American people then want to vote to be 
taxed for money to be given or lent to other governments, they would have the 
power, under this amendment, to vote “ Yes.” 

But what about stopping internation wars? How can this “money amend- 
ment” contribute to that outcome? Note the idea. There are sixty-odd inde- 
pendent countries in this world. If we had to get the war amendment adopted 
by all these countries, it would be an almost endless task. But if we could 
only get three or four of the largest and richest nations to adopt both the 
amendments, then internation wars would be stopped at once and the world 
over. 

Here is how. With only two or three exceptions, the small countries of the 
world are heels over head in debt. They can not even pay the interest on their 
indebtedness. They, therefore, can make war only as and when backed up 
financially by one of the three or four wealthy powers. If the United States, 
Great Britain, France, and Germany, should adopt both amendments, the 
trick would have been turned. The large, rich nations could not, because of the 
war amendment, make war themselves, and they could not, because of the 
money amendment put up any cash or credit or supplies for any of the smaller 
nations to make war with. No money, no war.’ 


A FEW OOMMON OBJECTIONS AND QUESTIONS ANSWERED 


Objection. Your national referendum would tend to break down representa- 
tive government and the Constitution of the United States (Art. IV, sec. 4) 
guarantees to each of the States a republican (which means representative, 
not direct, or referendum) government. You are, therefore, a communist. 

Answer. First of all, the section in question of the Constitution does not 
refer to nation-wide matters, but to State and local matters only. Concern- 
ing this point see any standard work on the United States Constitution. 
But my amendments do not propose a state-wide referendum. They there- 
fore do not fall with the purview of the article and section in question. Even 
if they did, still, as everybody knows, any amendment to any constitution 
overrides any part of that constitution with which it may chance to conflict. 

But even waiving these facts, is it true that a “republican” form of 
government means only a “representative” government, and that it bars 
direct or democratic government—in other words, the referendum? 

Here is a passage from the New Internationul Encyclopedia, 1926, Volume 
XIX (p. 682): “In the United States the referendum is employed in one 
form or another in every State and municipality. Early in the country’s 
history it became an established principle of American law that all State 
constitutions and proposed amendments should depend for their validity 
upon the ratification of the electorate at the polls. From this it was but a 
step to the position that propositions to call constitutional conventions should 
be made a subject for the referendum, and this practice became in time well 
established. Not only has the referendum been employed in the United States 
for the adoption of organic laws. but it has been used quite as often or more 
often in the enactment of statutes.” Even the Federal Government, in 1846, 
submitted an act of Congress to a referendum of the qualified voters of the 
District ot Columhia. 


sA man in a position to know, informs me that I really understate the case. He de- 
clares that, were both the amendments adopted by just the United States and Great 
Britain, there could be substantially no more internation wars, inasmuch as these two 
countries now own or control about nineteen-twentieths of the world’s wealth. 

As to the cost of wars, consider, for example, the price of just one great battleship. 
T. P. Magruiler, rear admiral of the United States Navy, in his article, “ Battleships and 
Battle Cruisers,” in the Saturday Evening Post, March 24, 1928 (p. 10), speaking of the 
battleship Colorado, says: * Exclusive of armor and armament, the vessel cost the Navy 
Department $27,000,000.” How much must the vessel have cost, with armor and arma- 
ment Included? Farther in the same article Rear Admiral Magruder speaks of two 
British battleships, the Nelson and the Rodney, each of which cost about $55,000,000. 
Still farther on, of a “battleship costing $10,000,000 or more,” and even of one yet to 
be built by the United States which “ will cost almost $50,000,000." i 

The exact cost of a battleship is not vital to the value of my amendments, but certain 
minute military authorities have discussed the question as if it were, and have stated 
that the highest cost of any such vessel is $20,000,000. The above-yiven figures are. as 
stated, those of Rear Admiral Magruder. 

What is the cost of firing a single large shell? You can not answer correctly without 
considering the short life of the big gun and many other matters too numerous to be 
mentioned bere. 
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The New International Encyclopedia, same volume and page, runs on: “As 
an instrument of ordinary legislation the referendum in America dates from 
the South Dakota law of 1898. Between 1898 and 1913, 15 additional States, 
chiefly in the Middle and Far West, incorporated the reterendum into their 
law-making process.” 

So the truth is that the objection above referred to, namely that the referen- 
dun in this country would be communistic because a violation of the Federal 
Constitution’s provision for a “republican” form of government in each of 
the States, was thoroughly rejected, completely discredited, and doubly and 
eternally damned well-nigh 30 years ago. Referendum government “in every 
State of this Union” is now held to be just one kind of “ republican ” govern- 
ment. ‘ Representative” government is the other kind.* 

Some of those who urge against my umendments the objection in question, 
quote from authorities of very long ago. They might just as well quote, for 
present day purposes, from writers on the law of slavery as these expressed 
themselves upon the subject before the Civil War. Ask such people to give 
you the date of their authority in each instance. Also please to observe that 
the date of the The New International Encyclopedia, from which I huve quoted 
above, is 1926. 

I wish to add that one of the bitterest opponents of my plan, on the ground 
that it would be an innovation and that it would violate the constitutional 
provision for a republican form of government, has, I am told, over and over 
declared that the eighteenth amendment to the Constitution of the United 
States should have been submitted to a referendum. I wonder if he is a com- 
munist. I wonder also whether he has even objected to our organization and 
its purposes in the slightest good faith. 

Objection. Nevertheless, 1 am opposed to your amendments, because they 
would be welcomed by the communists, and, in fact, would tend to give us a 
communist government. 

Answer. Neither statement is true. Communists oppose my peace plan 
everywhere and bitterly. Their own plan for ending war is that of the aboli- 
tion of the private ownership of property—that, together with immediate and 
complete disarmiament—both of which measures I oppose. In fact I have al- 
ways plainly stated that complete disarmament is, in the nature of things, 
an impossibility. As to my amendments tending toward communistic govern- 
ment, everybody ought to know that the communists believe in concentrating 
all ownership and all power in the central government. Whereas my amend- 
ments tend to decentralize. not to centralize, the greatest of all powers, the 
power to make extraterritorial Wars without the slighest restriction. 

Objection. You say you propose to have your amendments adopted to the 
constitution of other countries. But Great Britain has an unwritten consti- 
tution and that kind of constitution can not be amended. 

Answer. All that “ unwritten” means, in connection with the British con- 
stitution, is that there is a considerable body of constitutional customs in that 
country, which, as yet, have not been expressly enacted into law. The sub- 
stance of the British constitution is to be found in seven documents, every 
one of which exists in print. They are: Magna Charta. the Petition of Rights. 
the Habeas Corpus Act, the Bill of Rights, the Act of Settlement, the Scotch 
Union, and the Free State Act. The British constitution is amended by the 
passage of a constitutional statute. This is, in truth, a far easier matter 
than to amend the Constitution of the United States. Such amendments, 
together with the rest of the British Constitution, are, it is stated in England, 
far more jealously guarded by the British people than are our own Consti- 
tution and its amendments by our own people. The reason stated is that in 
the United States the entire question of constitutionality or unconstitution- 
ality is turned over to the Supreme Court, a body which is never elected by 
the people but which is always appointed by the President, each member for 
life. The truth is, however, that. barring one or two amendinents in this coun- 
try, constitutions almost everywhere are lived up to with amuzing fidelity— 
for reasons Which can not here be gone into. 

Objection. No other nation than the United States could possibly adopt your 
amendments. The others are practically all tied up by agreements in the 
Covenant of the League of Nations. Your amendments would prevent the 
fulfilment of those agreements. 


‘This principle was sustained for all time by the United States Supreme Court in 
Pacific States Telephone and Telegraph Co, v, State of Oregon (223 U. S. 118). 
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Answer. When the various nations entered into the league, they had already 
been tied up by treaties without number, many of which were more or less 
in conflict with the obligations of the league. Any new plan whatever always 
involves to some extent the scrapping of older arrangements. Moreover, any 
nation in the league is, by express statement in the league covenant itself, free 
to withdraw from the league on two years’ notice. Still further, if plans to 
bar fighting are themselves barred by membership in the league, then how 
could France have made, as she did quite recently, a hundred-year treaty not 
to fight? And other members of the league are, I am told, contemplating the 
formation of similar treaties outside the league. 

Objection. You have said that your money amendment would render unnec- 
essary the adoption of your war amendment by more than, at the most, three 
or four of the greatest and richest powers. The reason you gave was that 
only three or four of the greatest and richest powers have the money with 
which either they or others could fight, and that all the lesser nations, being 
unable to get “gifts or loans” of “ money, credit, or supplies” from the rich 
nations (had these adopted your amendments) could not make war. But you 
forget that most of the European nations, without any loans or gifts whatever, 
could make terrible wars, because they bold within their own boundaries all 
the material resources that wars need to be made with. 

Answer. Then why, during the World War. did practically all the allied 
countries borrow of the United States and Great Britain almost incredible sums 
of money for war purposes—some of the sums indeed so vast that many of the 
countries Which borrowed them are, to-day. hopelessly bankrupt? 

Objection. Why do you oppose the American Legion's plan for peace by the 
conscription of wealth? 

Answer. I do not oppose it in the slightest. In fact I more strongly favor 
the principle in question than, probably, does the Legion itself. Thus, I would 
make the conscription of wealth in war time a part of the Constitution of the 
United States. The Legion’s measure, however, is only a bill, which, if passed, 
would give us a statute. A statute can be repealed by Congress at any time. 
In the stress and strain of war, or even of approaching war, it might, conceiv- 
ably, do so—giving, of course, some high-sounding excuse for its act. 

Then again, the Legion's bill does not make the conscription of wealth obliga- 
tory. It merely places in the hands of the President of the United States the 
power to conscript wealth “ when, in his opinion, such emergency requires it.” 

Is it safe to depend for the prevention of the great future war (which, 
according to the highest authorities, will mean the destruction of civilization 
surely and of the human race possibly) on a statute which Congress (the same 
body which orders wars) can repeal at any time, and which. even if unrepealed, 
does not make the conscription of wealth obligatory but leaves the matter 
entirely to the discretion of the President—just one man? 

I am heart and soul for the conscription of wealth in war time. But (1) I 
would make it a part of the Constitution of the United States; (2) I would 
make it obligatory. not discretionary; (3) I would lodge that obligatory (not 
discretionary) power where it would be sure to be enforced. 

Even then there would not be the very slightest conflict between the conscrip- 
tion of wealth and my amendments. Why not, by means of my amendments, 
make it absolutely necessary to secure the O. K. of the people before sending 
troops beyond our borders to slay millions? And then, why not, in addi- 
tion. have it absolutely obligatory (not discretionary) in case any war should 
come, that wealth should be conscripted? Why not, in other words, tie old 
man wir up with two strong ropes. instead of with only one? 

Another point still. My amendments do not call for any vote in case of 
insurrection or rebellion, or in case of invasion. In all such circumstances, wea 
should simply have to fight and without any vote. Well then. in such cases 
why not have the conscription of wealth? 

The truth is that my amendments and the conscription of wealth fit each 
other just like hand and glove. We need both. 

Objection. Suppose that, during the World War, we had had your amend- 
ments, and that the American people. as they almost certainly would have done. 
had voted to stay out of the war. What then would have happened? 

Answer. Judging by what practically all the high military authorities among 
our late Allies say, Great Britain and her associates would, undoubtedly, have 
whipped Germany. Thus, Winston Spencer Churchill, who ought to understand 
the subject if any one does at all, says, in his recent book, The World Crisis: 
1916-1918: “ The war ended long before the material power of the United States 
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could be brought to bear as a decisive or even as a principal factor.” Churchill 
was British Minister of Munitions in 1917 and British Secretary of State for 
War, 1918-1921. This dues not mean that the American soldiers, considering the 
time they had had for training and considering all the other circumstances in 
the case. were not the best troops in the entire world. That fact, too, has been 
admitted by some of the highest authorities among our late Allies. But the fact 
remains that, without us, Great Britain and her associates, although sumewhat 
later than was actually the case, would have won the war. 

No time here for a complete discussion of the reasons for that now generally 
admitted assertion. The one single fact, however, that Germany wus unde- 
niably starving to death, and that her navy had never been able to whip the 
British navy, or even to make the slightest progress toward litting the block- 
ade—that one single fact alone shows that, without our entry into the war, 
Germany would have had to surrender soon or perish—and perishing is 
surrendering. 

All this is wholly aside from the question of whether the American peuple 
ought or ought not to have voted to enter the war. The American people are 
a sovereign people, quite as intelligent, too, on the average as ure the average 
among her lawmakers. They should have a right to vote on so important a 
question as that of war beyond their own boundaries. 

Whose wars are their wars. their own or those of their politicians merely? 

Objection. Under your amendments our Government never could enforce the 
Monroe doctrine. Suppose, for example, that cne of the Republics to the south 
of us should indulge in a rebellion, or should refuse to pay its debts to Europe. 
Is it not likely that the American people would vote for noninterterence on the 
part of their Government? 

Answer. It is more than likely, 

In the first place, however, we must acquire a clear and accurate idea of the 
Monroe doctrine. The object of the Monroe doctrine was to warn all foreign 
powers not to attempt the acquirement of more territory in the Western Hemi- 
sphere. This doctrine was announced by President Monroe in his messuge to 
Congress December 2, 1823. It should always be borne in mind -that in the 
same message the United States likewise bound herself to noninterference. The 
message says: “It is still the true policy of the United States to leave the 
parties [Latin America] to themselves in the hope that other powers will pursue 
the same course.” Other Presidents, it is true, while still professing adherence 
to the Monroe doctrine, have, by their deeds, actually set aside the noninterter- 
ence provision of the Monroe doctrine. Do not permit this sad fact of the 
situation to confuse you. Noninterference by ourselves, as well as by Europe, 
is un essential part of the Monroe doctrine. 

Objection. Yes; but take the present situation in Nicaragua. We must inter- 
vene there on account of their corrupt elections, their insurrections, rebellions, 
failure to pay debts, and so on. 

Answer. As to corrupt elections, we should hide our own heads in deepest 
shime rather than interfere in the elections of other countries. Also several 
of our States have repudiated their debts, and so have some of our municipalities, 

As to your other points, I quote a passage from a writer in the Du.uth News- 
Tribune for April 4, 1928, which, I believe, about covers them: 

“Even if conditions in Nicaragua may be unsatisfuctory, should not President 
Coolidge and all who support his Nicaraguan policy ask themselves this: Would 
our forefathers have liked to have Great Britain or any other foreign power 
send an armed force of 3,700 into this country and keep 1,500 more near by 
during the years 1783-1783? 

“During that ‘critical period of American history’ there were, according to 
the shortest summary, insufficient and improper government by Congress, in- 
fraction of treaties by the several States, insurrections in Massachusetts and 
New Hampshire in 1786, and Shay’s rebellion in Massachusetts in 1787. 

“Would Washington, Jefferson, or the Adamses have acquiesced in‘ a free and 
fair election properly conducted under the supervision of British troops?*” 

In any case why not illuminate the truth about Nicaragua and let the people 
decide? If, with the lights on, the American people should decide to risk the 
destruction of civilization in order to war with some great European nation or 
coalition of great European nations about the Monroe or any other doctrine, 
or any other matter whatsoever, that would be their own rightful business. 
But what chauce would there he of such a war after a complete disclosure of 
all the essential facts involved ? 
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There remains the additional point that if Great Britain, as well as ourselves, 
had adopted the proposed amendments. internation wars throughout the world 
would have been rendered substantially impossible, and therefore there could 
then never be any European aggression for this country to protect the Latin 
American nations against. Thus the amendments would be the best possible 
friends of the Monroe doctrine. S 

Objection. Suppose that a question of war beyond our own boundaries were 
left to our people, and after the returns were in that some lawyer should ques- 
tion them and take the matter into the courts? Should we not be in a terrible 
situation? 

Answer. Do you believe, as do my colleagues and I. that the people of every 
eountry would vote practically always overwhelmingly against a war which 
would mean the death of civilization certainly and of the human race possibly? 

Objection. Yes; I do believe that. 

Answer. Then your question amounts to this: Suppose that the people voted 
overwhelmingly against such a war, and then some lawyer should for a time 
tie up the power to make that war just a little tighter still—if such a thfng were 
possible. 

AS a matter of fact, however, the amendment itself provides that at the elec- 
tion “no other question shall be decided,” also that there must be only the two 
ways of voting—“ yes” and “no.” So the counting of the votes would be 
an ordinarily simple matter. 

Objection. Your amendment requires (for this country) 30 days’ notice of 
the election. Suppose that during the World War we had attempted to wait 
80 days. 

Answer. We did, in fact, wait nearly three years. Then, after Congress 
decided to go in we still had to raise an effective Army, which itself took far 
more than 30 days. And there is nothing in the war amendment to prevent 
any amount of military preparation being made while the 30-day period is 
running. 

Moreover, I want to say again that, although I have, as a matter of courtesy 
and for the sake of a full discussion, answered hundreds of questions about 
my amendments in connection with the World War, I want to state just as 
plainly and emphatically as it is possible for me to do that the World War 
is in the past, that my amendments can not possibly ever apply to that war 
or even to that kind of war, inasmuch as, according to the very highest military 
authorities, the great future war will be an entirely different kind of war, and 
that it will mean, if allowed to occur, the destruction of civilization itself. The 
World War, destructive as it was, was not that kind of war. 

You are still thinking of former kinds of wars and how to make them. The 
fundamental axiom of the entire present situation is that the next great inter- 
nation war will be almost entirely different, both in its destructiveness and in 
its methods, and that it positively must not be allowed to occur. For those 
who will persist in thinking of past wars and how to make them, we have 
no message whatever. This is not meant as a discourtesy. It is simply a 
necessary consequence of the situation. Our message is for those who grasp 
the idea that the great future war positively must not come off. 

Objection. I am opposed to your amendments, because they would make a 
change in the United States Constitution. That document is inexpressibly 
sacred to me, and I will positively not see it changed in any respect whatever 
or for any, even the highest, purpose. 

Answer. But the Constitution itself makes full provision for its own amend- 
ment. Moreover, George Washington, who had more to do with the framing 
of the Constitution than any other one man, said, “ The basis of our political 
system is the right of the people to make and to alter their constitutions of 
government.” (See Messages and Papers of the Presidents, Vol. I, p. 217.) 
Thomas Jefferson, author of the Declaration of Independence, wrote, “ If they 
approve the proposed Constitution in all its parts, I shall concur in it cheerfully, 
in hopes that they will amend it whenever they shall find it works wrong.” 
(Letter to Madison, Paris, December 20, 1787.) Do you mean to be more 
patriotic than Washington and Jefferson, and even than the very document in 
question itself? 

Objection. I do not believe that Washington and the other fathers of this 
country understood how perfect an instrument they had produced. To me. the 
Constitution was made in the beginning absolutely right for all time, and it 
should not be changed at any date for any purpose at all, however necessary 
or high or holy. 
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Answer. Into how many main divisions or “articles” is the sacred Consti 
tution divided? 

Objection. Just now, I forget. 

Answer. There are seven. Of what does the first treat? [No answer.] Of 
what does the second? [No answer.] The third? The fourth? The fifth: 
The sixth? The seventh? [To all these questions no answer. ] 

The fifth, I will inform you, as you appear to be singularly reticent on the 
subject, treats of the methods whereby the Cunstitution may be amended. Can 
you give me the words, or anything resembling the words, of this article of 
the Constitution on that subject? 

[No answer. ] 

And this is the condition of mind of thousands upon thousands of politically 
pious old humbugs, who have chanced to hear somebody say that the Constitu- 
tion should never be amended under any circumstances, and who, moreover, 
with a fine scholarly air, repeat parrotlike what they merely think that others 
think they ought to think. They know nothing about the Constitution. 

Objection. You are forming a national club, whose sole purpose is to secure, 
if possible, the adoption of your amendments. Do you think that such a club 
is necessary, in face of the fuct that two of the large political parties of this 
country, in their platforms in 1924, advocated the referendum on wars? 

Answer. The fact that two of our large political parties have declared in 
favor of the popular referendum on war is a still further proof (if any be 
necessary) that the general idea of the referendum on war is not * com munistic ” 
or “ devised to destroy the Government of the United States.” It would cer- 
tainly be difficult to indict the entire American people, or even a large majority 
thereof. 

Nevertheless. there are certain fatal objections to the plan for war referendums 
in the 1924 platforms of the two parties you urention. In the first place, both 
of these provide for war referendums by treaty, not by constitutional amend- 
ments. No one at all familiar with the history of treaties can have the 
slightest confidence in them as a means of preventing war. No matter how 
solemnly governments may promise one ancther to submit. in war time, the 
- question of war or no war to a vote of their respective peoples, each government 
actually would, when the stress and strain of impending war came, tind that 
the other government “had broken the treaty first” or that “no legal treaty 
ever really existed.” or it would plead “ military necessity ” or some of the 
other hundred and one customary excuses for breaking treaties. 

The truth is that practicaly every treaty on any subject between two or more 
nations recites in its preamble the alleged understanding that the nations in 
question are not to war upon each other any more. Yet, in a word, “the great 
highway of history is strewn with broken treaties.” 

Moreover, any government breaking any treaty is responsible only to ¡be 
other government in the case, and, inasmuch as the treaty-breaking govern- 
ment would be intending to fight the other government, rather its nation, any- 
way, What would there be that such offended government could do to the 
treaty-breaking nation which it would not. because of the war, be going to do 
to that nation anyway? It could. at the very most, make war against it. 

Then again. in one of the platforms mentioned, the plank in question declares 
for referendums on war, “except in ease of actual or threatened attack.” 
When could not any government slip through the immense loophole provided 
by the one word. “ threatened”? Whenever a government wanted to make 
war beyond its own boundaries without a referendum to its people, it would 
say that an “attack” had been “threatened ” by the other government. 

The referendum on outside wars should be guaranteed to the respective peo- 
ples by language leaving no loopholes through which profiteer-controlled gov- 
ernments can slip. That nreans that an organization having for its sole purpose 
the adoption of amendments expressed in unequivocal language has a very good 
reason for its existence. 

Then, besides, we work for an amendment on foreign gifts and loans, a 
measure which is absolutely necessary to the success of the referendum plan 
for ending war. 

There are other strong reasons which can not be gone into here. 

Objection. War can not be done away with by legislation. 

Answer. Are you a member of the American Legion, and do you believe in 
the Legion's cure for war by the conscription of wealth? 

Objection. Yes. 

Answer. And has not the Legion a bill before Congress at this very moment 
for the purpose of bringing about the conscription of wealth in war time? 


. 
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[No answer.] 

Objection. Would your amendurent have prevented the American Revolution? 

Answer. No. That conflict was on our own soil. 

Objection. Or our Civil War* 

Auswer. No. That, too, Was on our own territory. The amendments do not 
require the Government to tuke a referendum before repelling an invasion or 
suppressing an insurrection. 

Objection. What the peoples of the world really need is education to hate war. 

Answer. They already bate war. What they need is some method whereby 
that hatred cun be made effective. 

However, there is not the slightest conflict between my amendments and the 
education of the world to hate war. Even with my amendments adopted, the 
education of the world to hate war could still continue, and I would want it to 
do so. 

Objection. I do not believe that America would ever attack u city of any 
foreign country by airplunes. 

Answer. That would not keep her cities from being so attacked. Besides, 
hear Gen. William Mitchell, formerly commander air forces, American Expedi- 
tionary Forces, and director military aeronautics, United States Army: “ Navies 
must be organized basically on submarines and air forces on bombardment 
aviation which can carry bombs, air torpedoes, and gliders with which any city 
in the world cun be attacked from America as a base. Any ships that sail the 
sea can be destroyed by air power and the country thus completely protected 
from attack by water.” (Plain Talk, April, 1928, p. 387.) 

In war time the most efficient means that exist are ulways employed. 

Ubjection. Suppose that one of our Territories, Say, Huwaii, were attacked 
and invuded. Your amendinents would keep our Government from flying to its 
defense till after there had been an election. 

Answer. Not so. Warships in our home waters could proceed to Huwaii at 
once. There is nothing in the amendments to prevent our ships, merchant or 
war, from crossing the high seas to Hawaii or elsewhere at any time. 

Objection. But suppose that our warships, while crossing the high seas, should 
be attacked. 

Answer. The amendment expressly gives to our ships the right to defend 
themselves against uttuck on the high seus at any time and tu the fuilest 
extent. 

Objection. 1 am opposed to your war amendment because there is in our 
citizeury a very large proportion of the foreign born. These foreign-born citi- 
zens keep their Old World prepossessions and prejudices, hence are positively 
not to be trusted tu decide questions of peace and war. 

Answer. And yet the Constitution of the United States as it now stands gives 
to these same foreign-born citizens the right to become Members of Congress, 
either Representatives or Senators. Aud, mark you, the same Constitution 
gives to that same Congress the right to decide for war or no war. Foreign- 
born citizens therefore do, under our present Constitution, actually and actively 
participate in the decision of questions of war or no war. There has not 
been a Congress which did not contain many foreign-born citizens. 

Objection. Nevertheless, I oppose your war umendment because I believe that 
foreign-born citizens would practically always vote against international war. 

Answer. Good. That's what I want. They'd vote like the rest of us. 

Objection. The various States of the United States of America get along to- 
gether in the most friendly fashion. Why not, therefore, have u United States 
of the world and no wars? 

Answer. One might as well say, “ Norway and Sweden could not get along 
well together, therefore why have a United States of the world?” Also recall 
the eternally quarrelling States of the late Austro-Hungary. Also recull the 
fact that even the States of the United States have not always got along 
without war—witness their great Civil War. Differences in climatic conditions, 
therefore of interests, produced that war. How, then, could a United States 
of the world manage to get along without wurs, with all its infinitely greater 
differences of climate, race, etc.? 

Moreover, speaking for American citizens, the vast majority of whom look 
with very jealous eye upon every sort and kind of “ Federal encroachment on 
local powers,” 1 would say that it would probably take 10,000 years to convince 
half of them that they ought to renounce large measures of their Federal Gov- 
ernment’s sovereignty in favor of a still more central government still more re- 
motely located than in Washington—say at Paris or Timbuctoo. 
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Overcentralization means—and always has, sooner or later, meant—tyranny. 
American citizens know that. My plan would decentralize the war power, the 
chief of all powers, the main instrument of tyranny, into the hands uf the 
people. 

Objection. Your amendments contain some matters—for example, the penal 
provisions—which ordinarily are not placed in constitutions or constitutional 
amendments, but are left to be enacted into statutes by the lawmaking bodies. 

Answer There is a growing tendency in all constitutions to-day to embedy 
the very things vou mention. Moreover, there is a special reason why noth- 
ing essential to the peace plan in question should be left to enactment by 
Congress. Congress is the bedy sought to be controlled. Statutes can be 
repealed at any time. 

Objection. Under the League of Nations there can be no more wars. We, 
therefore, need not fret about wars. 

Answer. According to John Carter, a rank militarist but high authority, 
there have been almost 40 small wars made in or by European nations since 
the formation of the league. It is not generally understood that the members 
of the league do not have to submit their quarrels to the league's court unless 
they have signed a special obligatory clause to do so. Thus far, no large 
bation, except Germany, has ever signed that clause. 

The truth is that the League of Nations actually provides for war under 
various circumstances. (The same man made the following objection) : 

Objection, It would be absolutely ruinous for any nation to reveal the 
condition of its army and navy “on the inside walls of all its post oflices "— 
as your War umendinent provides. Such things should be kept sacredly secret. 

Answer. They can not be kept secret at all. Spies of all governments work 
in the very shipyards and in the very army and navy departments of practi- 
cally other governments. Besides, article 8, section 6, of the covenant of the 
Lengue of Nations (to which body most of the nitions of the world belong) 
provides: “ The members of the league undertake to exchange full and frank 
information us to the scale of their armaments, their military, naval, and air 
programs, and the condition of such of their industries us are adaptable to 
war purposes.” 

Objection. Suppose that mobilization should be ordered and effected before 
the referendum was held. 

Answer. It would make little difference in the result of the election. Fewer 
votes would be cast, of course; but probably a larger proportion would be cast 
against the war. 

'The mothers, at home, could be trusted to use the war check and to see that 
others used it. 

Objection. Give me a single very plain instance in which the British people 
have ever been opposed to a war made by their government. 

Answer. The British people strongly opposed the war against the American 
colonies. It was, in fact, very largely because of the popular outbursts 
aguinst that war in London and other English cities that the British delezates, 
at length, in Paris signed the treaty of peace whereby our freedom was secured. 

Objection. But a more modern instance? 

Answer, The British people strongly opposed the nefarious opium war 
against China. 

The British people also bitterly opposed the Boer War, but the British 
Government proceeded to make the war in spite of their strongly expressed 
wishes, There could not have been a clearer proof of the facts that govern- 
ments, not peoples, make wars, and that tle peoples should have some strong 
check upon their governments in this matter. 

In 1920, again, organized British labor actually did succeed in putting a 
stop to the proposed war against Russia. Says, Kenworthy, a British military 
authority and member of the British Parliament, in his book, Peace or War? 
page 303: “This is the classic example of organized labor in Britain exert- 
ing its power directly to prevent a war in which it did not believe and re 
fused to support, ard it will remain on record as a practical example of 
Democracy's peaceful intentions put into practice.” And remember that Com- 
mander Kenworthy is not a supporter of the popular referendum on war, hut 
that, instead, he advocates governmental promises not to fight. 

But why multiply instances? Said President Wilson, on January 31, 1916, 
at Milwaukee: “Governments have gone to war with one another, peoples, 
so far as I can remember, have not.” On the same day, at Chicago: “This 

war was brought on by rulers, not by the people.” And, more strongly still, at 
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Des Moines, on February 1, 1916: “I was saving the other night that I knew 
of no case where one people made war upon another people.” Where as careful 
and thoroughly read a historian as President Wilson can recall “no case” in 
which one people made war upon another people. is it not time to abandon the 
age-old position, that politicians and other war profiteers do not want to fight, 
and that it is always the peoples who compel them to make wars, 

Objection. I can not get it out of my head that it is really the masses of the 
peoples, not the governments, who make the world’s wars. The governments 
are pushed into the strife. 

Answer. Very well. Then, according to your theory, this is what happens: 
Here are the brick masons and the carpenters and the plumbers and the ditch 
diggers of a nation. They are busy all day with their work, so at night, no 
doubt, they engage in international intrigue—plots and counterplots. Here 
are the farmers of the same nation. They, too, busy all day, sit up at night 
engaging in international intrigue—plots and counterplots. The secret agents 
of these farmers and city workers run to and fro about the earth stirring up 
hate among the masses of other countries. At length things come to an 
impusse. 

It bezins to dawn upon the perfectly innocent congresses, parliaments, and 
other political bodies that something iniquitous has been on foot for some time 
among their various peoples. 

They, therefore, peace-loving bodies as they are, begin an intensive campaign 
for peace. 

The masses, however, desiring that their sons and daughters may die in a 
war, will have none of the peace talk. They, therefore, begin to invent lying 
propaganda, atrocity tales, tales about the cutting off of little children’s hands, 
and so forth. 

Congress et al., however, being determined that truth shall prevail at all 
costs, do their utmost to prove to the world that the tales are untrue. The 
people, however, puss laws closing the Congressmen’s mouths. Any Congress- 
man who insists that the lies are false is promptly clapped in jail or taken 
out and shot. Please to observe that it is not Congress, or any of the other 
political bodies, who pass these laws. According to your theory, it is the people 
themselves who pass them and enforce them—the people, who are absolutely 
determined that there shall be no peace talk from Congress et al. In case any 
of the war profiteers who hide behind the politicians are caught indulging in 
peace talk also, contrary to their own financial interests, they, too, are jailed 
or shot. 

Still Congress et al. insist that there shall be no war. By all the gods, there 
shall be no war. 

The masses, however, are still determined on war—that is, according to your 
theory. Their slogan is, Force us to fight. If we seem unwilling, force us. 
Close our mouths and force us. Congress, helpless (being without an organi- 
zation, while the masses are highly organized) calls for volunteers. It does 
not get one-tenth enough soldiers—pnerhaps because Congress itself (and its 
backers and satellites) are continually urging the people not to fight. 

But the people will have war. They therefore storm Washington, crying: 
“We've had enough of your peace talk. Now we want to be drafted. Force 
us, blank you, force us.” 

So Congress, still helpless in the matter, passes a draft act and forces the 
people into the war, but only on the urgent demand of the people so forced. 

And this is how the peoples of the world shove their governments into war— 
according to your theory. 

Objection. I believe that man is naturally a combative animal and that war 
provides him with the best possible natural outlet for his instinct to keep 
fighting. 

Answer. Fighting? Do you call war by the very latest methods “ fighting ” ? 
A few men in airplanes drop cylinders into sleeping cities, and millions upon 
millions of innocent men, women, and children sleep on forevermore. Do you 
call that “ fighting” ? 

Time was when men fought." < 


5**T saw whole squads and companies of men go up 20 to 60 feet in air, sacks on 
backs, and come down a shower of arms, legs, heads, and red hash.” Thus a returned 
soldier from the World War—a crude, prime@l and comparatively safe enough squabble 
or skirmish, 

Nothing at all dramatic, however, will exist in the war to come. Just placid efficlency 
and universal death. Do you want that war? 
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Objection. Your plan is impractical, idealistic. 

Answer. In what way is it impractical or idealistic? (He did not know, but 
insisted that it was impractical, idealistic. ) 

There are dozens like this man, vague, foggy-minded, fearful of any chauge, 
like a little child with diphtheria who dreads antitoxin. 

Objection. I cun see grave difficulties in the way of a popular referendum on 
war. 

Answer. Of course you can. No reform has ever been made without many 
persons seeing grave difficulties in the way. When it was proposed to abolish 
human slavery in this country, millions of people declared that cotton could not 
possibly be grown here by free labor. Yet slavery is in the past, and cotton is 
still here produced. When it was proposed to abolish dueling, men said that, 
without dueling, they could not possibly preserve their honor unsullied. And 
so on. Practically all the conservatives in the world of 1787 prophesied the 
failure of the American Constitution because of “ grave difficulties” which they 
saw in its way. There have always been “grave difficulties.” But progress has 
continued in spite of them. 

There were even grave difficulties in the way of Jesus Christ. 

Objection, I believe that. in the next war, the best thing for this country to 
do would be to strike its adversary with overwhelming force just aS soon as we 
found that the other country was even getting ready for war. 

Answer. The chief trouble in your case is that you have not yet seized the 
bottom fact of the present war-peace situation. In other words, you are still 
thinking about how the next war should be made, not about how it can be 
prevented. But the point of the whole matter is that the next war means just 
what Baldwin, Foch, and others in a position to Know have plainly pointed 
out—the destruction of civilization The next great war positively must hot 
occur. 

So long as you do not take this undeniable fact as the point of departure for 
your thinking. you will think wrong on the whole peace-and-war subject. 

You are still considering pust wars and how to make them. Ponder, instead. 
the war of the future and how it positively must be forestalled. Then tell me, 
if you please. what you know about the best plan you have ever heard of for 
the purpose. Remember that your children's lives are at stake, vour fortunes— 
everything. Will you depend upon governments’ (profiteer-politicians”) prom- 
ises not to fight, or upon impossibilities like disarmament? Or will you, net 
wishing to be bothered, put (with sublime triviality) the entire matter out of 
your mind. because it is net an agreeable thing to think about? 

There is cause for the greatest alarm throughout the world. The most stupen- 
dous catastrophe in the history of mankind impends. 

Better awnken and take notice. 


(For detailed answers to hundreds of other questions and objections, see Just One 
Check on War, second (revised and much enlarged) edition, also Give the People Their 
Own War Power, third (revised and much enlarged) edition. Price of the former, paper 
bound, 35 cents per copy: of the latter, paper bound, $2 per copy; cloth bound, $3 per 
copy. Postage free in each instance. George Wabr, publisher, Ann Arbor, Mich.) 


APPLICATION FOR MEMBERSHIP 


Regular? 
I hereby apply for) Endowing 
Sustaining membership in Give the People Their Own 
War Power (Inc.). (The same organization is enlled, for short, The Pax Club.) 
pat : 
I inelose herewith ( check 
money order for $__-_..---_ 
A A A ene en eee one 
Street and numbeT------------->->---- en ee eee ee aes 
Cit ARA AS ese env ee ee ane eee eevee 
SHEEN K elites aR etd erat A A Meee vi oe Rea ee 


6 Rezular membership costs $2 for the first year. A sustaining membership costs $5 to 
$50; un endowing membership, any sum above $50 for the first year. (Strike out, above, 
words not Wanted.) 

All memberships cost $1 per year after the first year. 

Inasmuch as the cost to the organization of carrying a membership is fully $2 for the 
fist year, it is earnestly desired that as many persons as possible shall become sustaining 
or eadowinz memlers, so that a margin may be provided by means of which new locals 
may be established in various parts of the Union. 

* Strike out words not wanted. 
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All who join the parent organization after May 1, 1928, will receive free 
a paper-bound copy of Doctor Shastid's Just One Check on War, second edition. 
Those joining before that date will receive a paper-bound copy of Give the 
People Their Own War Power. 

When you have filled out this application blank, mail it, together with your 
check, draft, or money order, to Corresponding Secretary, the Pax Club, 25 North 
Tenth Avenue East, Duluth, Minn. 


APPENDIX 
THE PROPOSED AMENDMENT ON WAR 


No war or wars, partly or wholly outside the territory or territorial waters 
of the United States, shall be made or declared by the United States or any 
of its subdivisions, officials or agencies, without the question or questions being 
first submitted to a vote of the people of the United States at an election at 
which no other question or questions shall be decided. All persons qualified 
to vote for presidential electors shall be qualified to vote at such election, and 
no other persons. Not less than 30 days’ notice of such election shall be given, 
and at least 10 days before the day of such election the Department of State 
of the United States shall have finished making, in a conspicuous place on the 
inside walls of all the post offices in the United States, a complete disclosure 
in the English language of all facts substantially affecting the question or 
questions at issue and known to the department. The ballot employed shall 
be a secret ballot. On the face of the ballot a statement shall be made in the 
English language, clearly specifying the purpose or purposes of the war or 
wars and the enemy or enemies against whom the war is or the wars are tu 
be conducted. The question or questions of whether or not the war is or the 
wars are to be made shall likewise be plainly stated on the face of the ballot 
in the English language and in such a manner that the voters shall be able 
to vote either plainly for the war or wars or plainly against the war or wars 
and in no other way. The time, places, and manner of holding the election, 
so far as these are not herein prescribed, shall be determined by Congress, 
but such time, places, and manner shall have been plainly and completely 
promulgated by Congress on the inside walls of all the post offices in the 
United States not less than 10 days prior to the date of the election. The 

ay on which the referendum shall be held shall be the same throughout 
the United States. The polls shall be open for voting not less than 14 hours. 
The voting precincts sha!l be the same and the polling places as numerous as 
at the last election of presidentinl electors. If a majority of all the votes 
cast shall be against the war or wars, the war or wars shall not be made. If 
a majority shall be in favor of the war or wars, the war or wars may be made, 
but the President shall have power, either before or after the opening of hos- 
tilities, to make a treaty of peace, by and with the advice and consent of the 
Senate, provided two-thirds of the Senators present concur.’ 

Any person or persons intentionally secreting or misrepresenting any one 
or more of the fucts required by this amendment to he disclosed on the inside 
walls of all the post offices of the United States, or on the ballots, or de- 
facing, hiding, or reinoving any document or documents disclosing any one 
or more of such facts, or misrepresenting the tinie, place, and manner of such 
election, or defacing, hiding, or removing any document or documents which 
promulgate the time, places, and manner of the election, shall be adjudged 
guilty of felony and shall be punished therefor by imprisonment at hard 
labor for not iess than 10 vears and not more than 99 years. 

No vessel of the United States shall be prevented by this amendment from 
defending itself against unprovoked attack on the high seas, nor shall any 
aircraft of the United States when on or above the high seas. When any 
vessel of the United States shall so act in self-defense, the State Department 
of the United States shall, within 30 days, make, in a conspicuous place on the 
inside walls of all the post offices in the United States, a complete disclosure 
in the English language of all the facts substantially affecting the situation 
* and known to the department. 

Armed violence shall be war within the meaning of this amendment. So 
too shall any other measure or messures having for its or their intended 


8 The present method of making all treaties. 
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result or results the destruction of a human life or lives, the injury of a 
human body or bodies, or the destruction of property or properties. So too 
shall military occupation of any country, or of its air, or naval occupation 
of its territorial waters, or both such military and naval occupation, if. at 
the time of such occupation, military or naval or both, there shall be in such 
country any actual or impending insurrection or rebellion, or any dispute as 
to the right to govern such country, or if such occupation shall be for the 
purpose of influencing any legislative, executive, or judicial act or acts of 
such county, or fer the purpose of inthuencing such country’s trade. Terri- 
torial waters, within the meaning of this amendment, shall be waters which 
extend from the lowest-tide shore line and from the outer line of the exclu- 
sive waters of any nation as far seaward as any projectile, at the time when 
the question arises, is capable of carrying. 


THE PROPOSED AMENDMENT ON FOREIGN GIFTS AND LOANS 


Neither in peace nor in war shall the United States or any of their sub- 
divisions, official organizations or agencies give or loan to any foreign nation 
or nations or any subdivision of a foreign nation, or to any person or persons 
or organization or organizations on behalf thereof, any money, credit, or sup- 
plies, or act as guarantor or surety in the case of any foreign loan, or loans 
as above described, without first submitting the question or questions to a Vote 
of the people of the United Stites ut an election at which no other question 
or questions shall be decided, All persons qualified to vote for presidential 
electors shall be qualified to vote at such election, and no other persous. Not 
less than 30 days’ notice of such election shall be given, and at least 10 days 
before the duy of such election the Department of State of the United States 
shall have finished muking, in a conspicuous place on the inside walls of ali 
the post offices in the United States, a complete disclosure in the English 
lunzuage of all facts substantially affecting the question or questions at issue 
and known to the department. The ballot employed shall be a secret ballet. 
On the face of the ballot a statement shall be made in the English laguage, 
clearly specifying the nature and extent of the gift or gifts, loan or loans, the 
hame of the donee or donees, borrower or borrowers, the percentage or per- 
centages of interest to be paid in the case of a loan or loans, the date or 
dates, place or places, the manner or manners of repayment if a loan or loans, 
und if a loan or loans the nature and amount or amounts of the security or 
securities to be required by this country and the name or names of the guaran- 
tor or guarantors, surety or sureties. If the United States is to act us guar- 
antor or surety, directly or indirectly, for any foreign loun or loans as above 
described, a statement shall be made in the English language on the face of the 
ballots employed clearly specifying the nature and extent of the guarantorship 
or guarantorships, suretyship of suretyships, the nature and extent of the loan 
or loans, the name of the debtor or debtors, and of the creditor or creditors, the 
percentage or percentages of interest or interests contracted to be paid by the 
debtor o debtors, the dute or dates, place or places, and manner or manners 
of payment of both the prineipal or principals and the interest or interests. 
The question or questions themselves shall likewise be plainly stated in the 
English language and in such manner that the voter shall be able to vote either 
plainly for or pininly against the submitted proposal or proposals, and in 
no other way. The time, places, and manner of holding the elections, so fur 
as these are not herein prescribed, shall be determined by Congress. but such 
time, places, and manner shall have been plainly and completely promulgated 
by Congress in the English language on the inside walls of all the post offices 
in the United States not less than 10 days prior to the date of the election. 
The day on which the referendum shall be held shall be the same throughout 
the United States. The polls shall be open for voting not less than 14 hours. 
The voting precinets shall be the same and the polling places as numerous as 
at the last election of presidential electors. The result of the election shall 
be decided in accordance with a majority of all the votes cast, and it shall not 
be advisory only but shall be binding on the United States and upon all their 
subdivisions, organizations, officials. and agencies. 

Aud neither the United States nor any of their subdivisions, official organi 
zations or agencies, Shall have any power, direct or indirect, to remit, wholly 
or in part, any foreign loan or loans as above described, or the interest or 
interests to be paid thereon, or to modify in any way or ways a term or terms 
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of such loan or loans, or to modify in any way the responsibility or responsi- 
bilities of this country as guarantor or surety for any foreign loan or loans as 
above described, unless to end such responsibility or responsibilities absolutely, 
without first submitting the question or questions to a vote of the people uf 
the United States at an election at which no other question or questions 
shall be decided. All persons qualified to vote for presidential electors shall 
be qualified to vote at such election, and no other persons. Not less than 
30 days' notice of such election shall be given, and at least 10 days before 
the day of such election the Department of State of the United States shall 
have finished making in a conspicuous place on the inside walls of all the 
post offices in the United States, a complete disclosure in the English lan- 
guage of all facts substantially affecting the question or questions at issue and 
known to the department. The ballot employed shall be a secret ballot. On 
the face of the ballot a statement shall be made in the English language, 
clearly specifying the loan or louns in question, together with the exact amount 
of the remission or remissions, or modification or modifications of a term or 
of terms, or the exact modification or modifications of this country's responsi- 
bility or responsibilities as guarantor or surety, and the time and manner in 
Which such remission, remissions, modification or modifications are to be made. 
The question or questions themselves shall likewise be plainly stated in the 
Euglish language and in such a manner that the voter shall be able to vote 
either plainly for or plainly against the submitted proposal or proposals, and 
in no other way. The time, places, and manner of holding the election, so far 
as these are not herein prescribed, shull be determined by Congress, but such 
time, places and manner shall have been plainly and completely promulgated 
by Congress in the Euglish language on the inside walls of all the post offices 
in the United States not less than 10 days prior to the date of election. The 
day on which the referendum shall be held shall be the same throughout the 
United States. The polls shall be open for voting not less than 14 hours. The 
voting precincts shall be the same and the poling places as numerous us at 
the last election of presidential electors. The result of the election shall be 
decided in accordance with a majority of all the votes cast, and it shall not ve 
advisory only but shall be binding on the United States and on all their sub- 
divisions, official organizations, and agencies. 

This amendment shall not, either in peace or in war, prevent or limit the 
making of foreign gifts or loans or the undertaking of foreign suretyships or 
guarantyships, by citizens, subjects, firms, or corporations of the United States, 
so long as these shall act strictly within their private capacities. 

Any person or persons intentionally secreting or misrepresenting. or assist- 
ing to secrete or misrepresent, any one or more of the facts required by this 
amendment to be disclosed on the inside walls of all the post oflices of the 
United States, or on the face of the ballots, or defacing, hiding, or removin::, 
or assisting to deface, hide or remove, any documeut or documents Cisclosing 
any one Or more of such facts, or secreting or misrepresenting, or assisting tu 
secrete or misrepresent, the time, places, and manner of such election, or 
defacing, hiding, or removing, or assisting, to deface, hide, or remove, any 
document or documents which promulgate the time, places, and manner of the 
election, shall be adjudged guilty of felony, and shall be punished therefor by 
imprisonment at hard labor for not less than 10 years and not more than 99 
years. 


JUST ONE CHECK ON WAB 


(A talk by Dr. T. H. Shastid before the parent-teacher association at the 
Central High School, Duluth, Minn., November 21, 1927.) 


Madam president, ladies, and gentlemen, there ¡s an especial appropriateness 
in the subject of peace and war as one for discussion before a parent-teacher 
association. We older folk. in a short time, will be bidding the world “ Good- 
bye.” But we should like, above all other things, to leave it to the children 
us a world free from war. 

WHAT IS WAR 


Two or more governments (not peoples) fall to quarreling about some 
question, and at length come to believe that they can not settle it in a friendly 
way. They then do not challenge one another, but call on their respective peo- 
ples to fight. The peoples have generally not had even a look-in on the real 
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causes of the war. Behind the question published to the world there are 
aliuost always other quest:ons that are never made known. 

The lighters ure not chosen indiscriminately. Only the physically and 
mentally tit are selected. No idiots or insane persons are taken. Neither are 
any that are afflicted with tuberculosis, with club-foot, or with any other 
serious disease or deformity. It is the flower of the human race that is 
taken—our pr:de, our joy, our hope for a better human stock hereafter. 

The peoples themselves have no legal check upon the war. In not one 
nation on the globe have they, even to-day. one single check. In the United 
States the Constitution gives the war power exclusively to Congress. In 
France the war power vests in Parliament. In Germany, before the war, it was 
in the Bundesrath (Privy Council). Since 1919 it has been in the Reichstag. 
Even in Switzerland, in which country the referendum idea hus been carried 
farther than in any other nation on the globe, the war power vests in the 
Federal Assembly only. In not one nation have people themselves any leval 
right to a say in the matter. In fact in every country and in all wars, the 
people can not even express themselves publicly about the war, wuless in 
favor of the war. I have no special reference to the World War. The state- 
meuts are true of all wars, all countries, 

Then these carefully selected persons are provided with implements of death 
at ten and twenty times the proper prices. There is a great profit in wars, 
and the profits go chiefly to those who are in control of the organization and 
of the publicity. 

The order goes forth, and the tighters—all, as a rule, perfectly innocent of 
the matters really in dispute—kill and kill and kill and kill. 

Such methods of settling questions would not be fit for a mudhouse. 


THE EFFECTS OF WARS ARE ENDLESS 


We sometimes hear people say, “It will take Europe a hundred years to 
recover from the World War.” But Europe will never recover from the 
World War. In all the generations to come, there will be absent from the 
roll-call of the world the millions who, but for the war, would have been the 
descendants of those who died in the war—those, remember, who constituted 
the world’s best humun stock, its hope for a still better stock hereafter. 

All about us, every day, we hear, “What is the matter with the world?” 
“One-half the population,” we are told, “are morons, people whose brains 
do not develop after the tenth or twelfth year of life.” “For all our vaunted 
educational system, few people ever acquire an education in any true sense of 
the term.” “The world is full of idlers, liars, drunkards, thieves, rapists, 
murderers.” Not a paper can be picked up, but its columns reek with crimes 
committed by men high in public life—mayors, members of State legislatures, 
Congressmen, and Senators, even members of presidential cabinets. What 
is the matter with the world? . 

The answer is, “ Chiefly war.” We of to-day are suffering from all the wars 
that ever have preceded us. It is impossible to recover from any war. Sup- 
pose that all I possess is $1,000 in a savings bank, I withdraw $900 and 
burn it up. If I keep saving, I shall, after a time, have more than a $100 in the 
bank, it is true. And if I still keep saving, I may possibly, after a while, have 
even as much money as I had in the bank at the beyginning—$1.000. But 
that does not mean that I have not irretrievably lost the $900 I burned. Except 
for the burning. I should have not $1,000, but $1,900, plus some interest. 

It is so with the destruction of human values in a war. No matter what 
we may gain later by science, we are short all that the war has cost us in 
human stock, human values; and this shortage increases at compound interest 
all through the ages to the end of the human race. The descendants of the 
best are ever missing. 

A stock farmer who, at frequent intervals, would select the choicest speci- 
mens of bis herd and ruthlessly destroy them would be called insane. 


WARS NEVER SETTLE ANYTHING 


When a war is over, and the millions have been buried, the contesting govern- 
ments send delegates to talk before a board and to discuss the questions at 
issue. Those were not discussed much during the war. The war was a 
matter of killing. The killing—a side issue—had the main attention while it 
Was in progress. Now the contestants get together before a board, at last to 
discuss, and to settle if they can, the real issues. 
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You will please to notice that there is just one way, and no other, of settling 
questions between governments—before some board. If the board is resorted 
to after the war, it is called a “treaty board.” If it is resorted to before the 
war, it is called an “arbitration board.” But to a board, by one name or 
another, the quarreling governments do sooner or later arrive. 

There are, though, certain differences besides those of merely the board 
names. In the presence of the treaty board, one of the contestants is almost 
certain to stand in a position of abject humility and helplessness. The other 
contestant is in a position wherein he can largely dictate. Is the board's 
decision more or less likely to be impartial on that account? 

There is still another difference. Millions of innocent parents, back at home, 
go to restless beds at night to awaken with red-rimmed eyes next morning. 
Oh, I tell you these people know the difference between settling before a treaty 
board and settling before an arbitration board! 

But you need not take my word in this matter. The great consensus of opin- 
ion of the world’s thinking people in this and in all ages is that wars never 
settle anything—they only seem on a surface glance to do so. The govern- 
ments of Europe are more filled with hate to-day, and, excepting one or two 
helpless ones, are armed more heavily than in 1914. I could give you quota- 
tions on this head from now until to-morrow morning, from preachers, lawyers, 
doctors, educators, journalists, philosophers, historians. The truth is that I 
would probably not go so far as some of these authorities do in condemning 
war. 

Benjamin Franklin, at the close of the American Revolution (was he not a 
patriot?) said: “There never was a good war or a bad peace.” * 

George Washington, at the close of the same conflict, said: “It is yet to be 
decided whether the Revolution must ultimately be considered as a blessing or 
a curse.” * 

General Grant, Napoleon Bonaparte, and other world-renowned military chief- 
tains, near the close of their careers, also expressed themselves even more 
emphatically as to the general futility of war. 


WHY, THEN, WAR? 


If wars never settle anything, why war? This question I asked myself more 
than 31 years ago. At that time I was president elect of the Galesburg Doctors’ 
Club, at Galesburg, Ill. In my presidential address to that body I, filled with 
the idea that governments slay more people than doctors ever can save, proposed 
the peace plan which I have often since been advocating. At first I had little 
success with the plan, and for many years after. Lately I have had much. 
The plan has grown considerably since first I proposed it, and it may even grow 
in time to come. , 

That plan I will now briefly state. It consists of two proposed amendments 
which I and my coworkers hope to get adopted to the Constitution of the United 
States, and, later, to the constitutions of three or four other large countries. 

There are, remember, two amendments, not only one; and each, though very 
different from the other, is quite as important as is the other for the stopping 
of war. The first amendment I eall, for short, the “ war amendment”; the 
other, the “money amendment.” 

The “ war amendment” declares that Congress shall never make a war out- 
side our own territory or territorial waters without first submitting the question 
to a vote of the people of the United States. There is a provision that the 
State Department of the United States shall display on the inside walls of all 
the post offices a plain and truthful statement in the English language of all 
the essential facts concerning the war. Wars are almost always begotten’ in 
darkness. Let us turn on the lights. There are other provisions for the purpose 
of sealing up all possible loopholes. 

Here is the program under this amendment. When the question of a proposed 
extraterritorial war arises it is voted on first by Congress, If Congress votes 
against the war, that ends the war just the same as it now would do. The 


1 Letter to Sir Joseph Banks, July 27, 1783, and in other places, In a letter to Mrs. 
Mary Hewson, January 27, 1783, he wrote: “At lenzth we are in peace, God be praised. 
and long, very long, may it continue. All wars are follies, very expensive, and very 
Mischievous ones. When will mankind be convinced of this, and agree to settle their 
differences by arbitration? Were they to do it, even by the cast of a die, it would ve 
better than by fighting and destroying each other.” 

3 Circular letter to the State governors, June, 1783. 
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people get no initiative in the matter, hence never could force Congress into 
wars. But if Congress votes for the war, then it must leave the question to a 
vote of the people before it can make the war. ‘There is that check. 

Then the people, just like Congress, can vote in only one or the other of two 
ways—aruinst the war or for the war. If they vote agaiust the war. that ends 
the war, at least as an extraterritorial proposal, just us all lovers of buman.ty 
wish and hope that it would do. But if the people should vote for the war 
(the worst thing that could happen under the amendment), then what? They 
would only be voting for what Congress itself had voted already and would 
have been giving us, anyhow. 

How, then, could the people, under this amendment, push Congress into war? 

But how do we know that the world’s peoples, if they had such a referendum, 
would always, or even generally, vote against war? Take the recent World 
War. Figures differ, but the most trustworthy seem to be that about 15 per 
cent of the American Army consisted of volunteers. Eighty-five per cent of the 
soldiers had to be drafted. And remember that after the boys’ numbers had 
been published, the boys were allowed to change their status from that of 
draftee to that of volunteer. Eighty-five per cent—or call it, if you wish, $0 
per cent or 15 per cent—were vot only drafted but, after being drafted and 
knowing that they would huve to go to war anyhow, refused even to have their 
status changed from that of draftee to that of volunteer, 

I um not discussing the question of whether we should or should not have 
entered the World War, or whether Germany or Great Britain was right in the 
World War, or whether, if we had not entered the war, Germany could ever 
have passed the British Navy, or Whether, if the German Navy had passed the 
British Navy, the fraction of the Gerinan Navy that was then left could ever 
have whipped the French and American Navies combined. I am discussing 
none of these oftimooted questions. I am merely testing out the question of 
whether or not the musses of our people want to go to War and would probably 
vote for war. The more clearly it Was our duty to go into the World War, the 
more plainly it appears that the great majority of our young men do not want 
to go into any war, 

Consider Austria at the beginning of the World War. Suppose her people 
had previously adopted this amendment. Then suppose that the assassination 
of the Austrian crown prince by the Serbian, Prinzip, had taken place. Do you 
suppose that the Austrian masses would have voted that Prinzip, the assassin, 
should Lot be executed, but that, instead, millions of innocent Austrians and 
Serbians should be taken out and slauzhtered—mude to Slaughter each other? 
It is preposterously unthinkable. There would have been no World War. 

But the Government of Austria did that very thing—caused the deaths of 
millions of innocent persons, While Gavrio Priuzip still lives. There was no 
check on the Government of Austria. 

Please to understand that my war amendment permits Congress to repel all 
invasions of our territory and territorial waters without stopping to take a 
vote, also to suppress insurrections and rebellions without stopping to take a 
vote. Any government must be permitted to fight for its existence and to do so 
unhampered. The amendment aims only at aggressive wars, wars outside the 
given nation’s own boundaries. 

But see what happens. With aggression dead, defense dies of itself. When 
nations can net go beyond their boundaries to attack other nations, there can 
rot be any defense necessary. And with attack and defense both dead, dis- 
armament will come of itself—not suddenly, but, in the course of years, as 
wars recede into the dimmer and dimmer distance. People who want to stop 
Wars by disarmament start at the wrong end of the chain. 

Do not leave the power to make avgressive wars wholly unchecked in the 
hands of profiteer governments, but give just one say to the people, jusi one 
word, just one check on aggressive conflicts. Give it to those who, in all the 
wars that have reddened the sad fields of history, have had to pay wars 
price—the money, the moral degradation, the blood, the bones, the ruined 
houses, the empty chairs about firesides. the heartaches, the desolated buman 
stock, the unspeakable tragedy of tragedies continuing through all the genera- 
tions upon generations, world without end. 

Why not’ Whose wars are wars anyhow? The profiteers or yours and 
mine? My opponents say it is always the people who do in fact cause wars, 


*Some prople are cternally stating that, under the Shastid amendments, ‘The common 
people of the United States, being extremely bloodthirsty and murderous, would keep Cur 
gress shoved into war all the time.’ How so? 
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Well, then, let’s take a few votings on the subject and see. If you are right, 
von and T can't be hurt any. And if I am right there will be no more interna- 
tion wars. Heads. neither of us loses; tails, we both win. 

Now what about the “money amendment”? That forbids the Government 
making any gifts or loans of “money, credit, or supplies” to foreign govern- 
ments without a vote of the people of this country on the subject. 

The necessity of this amendment is not generally understood. Most people 
believe that it simply forbids gifts and loans by this country to foreign coun- 
tries. That is not true. The amendment does leave the question to the people, 
and it does require that all the pertinent facts in the case must be displayed 
on the walls of our post offices. If the American people then want to vote to be 
taxed for money to be given or lent to other governments, they would have the 
power, under this amendment, to vote “ yes.” 

But what about stopping internation wars? How can this “ money amend- 
ment” contribute to that outcome? Note the idea. There are sixty-odd 
independent countries in this world. If we had to get the war amendment 
adopted by all these countries, it would be an almost endless task? But if we 
could only get three or four of the largest and richest nations to adopt both 
the amendments, then internation wars would be stopped at once and the 
world over. 

Here is how: With only two or three exceptions the small countries of the 
world are heels over head in debt. They can not even pay the interest on their 
indebtedness. They, therefore, can make war only as and when backed up 
financially by one of the three or four wealthy powers. 

It takes almost incalculable wealth in these days to make even a small war. 
To fire some shells. I am told by a recent magazine, costs $35,000 apiece. Just 
a little target practice by a gunner, say, 10 shots, would cost $350.000—more 
than a third of a million dollars. One battleship recently launched by this 
country, I am told by a newspaper, cost $45,000,000. One-tenth of that sum 
would put my amendments through in several of the largest countries and 
make all battleships eventually unnecessary. 

How, then, can a small country, heels over head in debt to begin with, make 
modern war? Only by being backed financially by one or more of the wealthy 
powers. If, then, only the United States, Great Britain, France, and Germany 
should adopt both amendments, the trick would have been turned. The large 
rich nations could not, because of the war amendment, make war themselves, 
and they could not, because of the money amendment, put up any cash or credit 
or supplies for any of the smaller nations to make war with. No money, 
no war. 


18 IT ABSOLUTELY NECESSARY TO STOP WAR? 


1 will quote Stanley Baldwin, the present Prime Minister of Great Britain. 
Please do not take this man for “a wild-eyed radical.” He is a leader of the 
Conservatives in Great Britain, a conservative of conservatives, a man much 
given to understatement. Said he, in his speech of January 8, 1926: “ Who in 
Europe does not know that one more war in the West and the civilization of 
the ages will fall with as great a shock as that of Rome?” Is it, then, neces- 
sary to check aggressive wars? Is it or is it not? Let us have no trivial 
answer, and no answer prompted by hope of profiteering. 

I do not think that most persons really understand the progress—if “ prog- 
ress ” it may be called—that has heen made in the art and science of war since 
the World War. I am calmly informed, by those who ought to know, that the 
World War was conducted in a very feeble and amateurish way as compared 
with the methods certain to be employed in the next planetary conflict. Among 
the numerous new means of destruction will be a gas, so deadly that two men 
in one airplane can, in a few hours, destroy a large county. And not merely 
Will that gas kill all men, women, and children, but in addition, the beasts 
of the fields, even trees and blades of grass—all living things. The only con- 
solation will be that the weeds and insects would likewise he destroved. Two 
men in an airplane can, I am told, easily destroy the entire city of New York 
in a few hours, and either with this gas or with certain explosives. 

These things answer the question, “Is it really necessary that’ war itself 
Shall be destroyed and before the desolation of the whole earth comes?” 

*A man in a position to know informs me that I really understate the case. He 
declares that were both the amendments adopted by just the United States and Great 


Britain there could be substantially no more wars anywhere, inasmuch as these two 
Countries now own or control about nineteen-twenticths of the world’s wealth. 
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I said, at the beginning. that there was an especial fitness in war-and-peace 
as a subject of discussion before a parent-teacher association. The statement 
I now repeat and with emphasis. I wish to add that, if only one-tenth of the 
parents of this country would join the national club now forming for the 
propagation of the two peace amendments, just proposed, those amendments 
would soon be adopted. Or if only one-tenth of the teachers of this country 
would join. And what could not be accomplished if one-tenth of each of those 
two bodies of people should unite with us? 

In order to secure the adoption of the amendments it is not necessary to 
have all, or even a majority, of the voters in this country come into our organi- 
zation, The masses of the people are in favor of the amendments everywhere, 
almost to a man and a woman. What is now requisite is only an active organi- 
zation to put the amendments through. 

Is the cause worthy? Should the peoples of the world have one check on war? 


QUESTIONS AND ORJECTIONS MET * 


Question. Would your amendments hive prevented the American Revolution? 

Answer. No. That conflict was on our own soil—intraterritorial, not extra- 
territorial. 

Question. Or our Civil War? 

Answer. No. ‘that. too, was on our own territory. The amendments do not 
require the Government to take any vote before repelling an invasion or sup- 
pressing an insurrection or rebellion. They are aimed agninst a nation's going 
out beyond its own territory or territorial waters to fight. After a time. with 
aggression gone, defense would take care of itself. Meantime, no one country 
adopting the amendments would be disabled thereby from defending itself 
valiently and promptly. 

Question. Why does not vour war amendment just say outright. “ No aggres- 
sive war shall be made by the United States without a referendum ” and that 
“any defensive war may be made without a referendum ”? 

Answer. Because that would leave to Congress the decision as to whether 
or not a proposed war was “defensive” or “ aggressive,” and, of course, if the 
powers which control Congress (in the other countries the other war-making 
bodies) wanted the war, the war would always be called a “defensive” war, 
no matter where waged or under what circumstances. In fact. does anybody 
know of any war which has been waged anywhere at any time that was not 
called by each participating government a “ defensive” war? I hope that no 
one will ever get the idea that my war amendment reads, “ No aggressive 
war shall be waged without a referendum.” The amendment actually says, 
“No war or wars outside the territory or territorial waters of the United 
States * * +“ 

Question. Are there not certain racial differences—say those between the 
Germans and the French—which will make it forever impossible for such 
peoples to get on peaceably together? 

Answer. No. The belief that there are such irreconcilable differences of 
temperament has been engendered and fostered chiefly by the promoters of 
war. I have known a German family and a French family to live side by side 
without even a division fence between them. Nothing but the finest harmony 
prevailed between the two families. The various members were helpful to 
each other in sickness and at other times of sore trial. Their members inter- 
married. and the unions were happy. And vet there are people who will 
tell you that if these persons had lived hundreds of miles apart and in two 
different countries they would have had to hate one another and even, 
eventually, to blow one another’s brains out. 

Then, too, that wars are not really caused by irreconcilable differences of 
temperament among nations is clearly shown by this fact—that in different 
wars the same nations line up differently. Thus, England and France have 
fouzht sometimes for each other, sometimes against each other, for centuries. 
Thus, too. in the World War Great Britain and Russia were on the same side, 


8 Hundreds of questions, or objections, and the answers thereto, taking up the amend- 
ments trom every conceivable angle, can be found in “ Give the People Their Own War 
Power.” third edition, 1928. A copy of that book, in paper cover but containing several 
hundred pages of matter, is given absolutely free to every member of * Give the People 
Their Own War Power, Inc.," and it alone is worth considerably more than the cost of 
membership in the organization. The questions and answers above given are selections 
from the book. That book should not be coufused with the present pamphlet “Just One 
Check on War.” 
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while in the Crimean War these two countries were fighting ench other. And 
so it goes all through history. “The irreconcilable temperaments” theory is a 
mere excuse invented by war makers. 

Question. T believe that wars are right. Without wars people would just 
stagnate—rot. ` 

Answer. More than 120.000.000 of people are rotting now, as a result of the 
World War—rotting in their graves. ' 

Question. What do you think of disarmament as a menns of ending wars? 

Answer. It is an idle dream. The first disarmament conference was held at 
The Hague in 1899, and there have been numerous disarmament conferences 
since then, all of whieh have accomplished substantially nothing, whatever the 
pretenses may have been. Nearly «ll the nations are far more heavily armed, 
even in proportion to their population, to-day than in 1899. 

The reason why disarmament is impossible is that no common hasis can be 
found to disarm on. Recall. for example, the recent Geneva conference, which 
was held with a view toward the end you propose. Great Britnin could not 
disarm, or even reduce her armament material, she said, because she had so 
many colonies over which she positively must wateh. Also, she could produce 
her own food supply only for 6 weeks out of the 52. The rest of the 52 weeks, as 
a matter of course, her food supply could be assured only in cuse she had a 
powerful navy with which to keep all sea lanes open. Without her navy she 
conld be starved to death, even by a small power. Poor Poland conld not 
disarm, because she possessed no mens at all for manufacturing armament 
herse!f, end, therefore. shut in as she is hy larger nations. she must. wholly in 
times of peace, purchase in far-awayv lands ber equipment for times of war. 
She was also unprotected at any point by great strerms or mountains. And 
so it went. Every country had some reason why it, alone, should not, could 
not, disarm. 

Even if all nations should actually disarm et once and completely, and could 
not. any of them rearm—at least in the modern sense—they could still fight. 
Nations warred with terrible destruction long before the invention of gun- 
powder—which did not occur till the Middle Ages. Even axes, hatchets, pitch- 
forks, and ‘sevthes would make one of the bloodiest of wars, have actually done 
so. Complete destruction of all modern armament by all the notions vitno. 
exception would merely reduce their fighting to a more primitive level, not 
render them incapable of fighting. 

In «ddition, to be anything more than superficial, disarmament must go 
deeply enough to obliterate practically all the industrial equipment of the 
nations. When two men in an airpline, with plenty of explosives, can wreck 
New York City in a few hours, how is any adequate disarmament possible? 
We must have airplanes for commercial purposes; also gunpowder, dynamite, 
T. N. T., and so on, for mining, clearing land, and the like; also steel plants, 
copper mills, amd so on, for haif or more of all the purposes of civilization, 
Yet, in war, these things constitute the real sources of destruction. Shall we 
do away with the equipment of civilization in order to get rid of the equipment 
for war? 

Question, What do you think of “outlawing war" as a means of stopping 
Wars? 

Answer, “Outlawing war.’ vs the term is used, menns that the various gov- 
ernments declare war an outlaw: promise each other never to make wars Pny 
more. 

I will say that war has been declared an outlaw by practically all the think- 
ing part of humanity since long before the time of Christ. What is now wanted 
is some practical method whereby the outlaw can be restrained. 

The promises (treaties) of the different governments never to make war 
any more in times of approaching conflict have from time immemorial been 
treated by the governments themselves as simply “scraps of paper.” 

I have no time here to go into this subject thoroughly. But T will remind 
you of the well-known fact that, during the World War. all the 27 partici- 
pating nations promised their respective soldiers that, if they would only stand 
up to the carnage, and the peoples back home would only help keep up the 
soldier morale, there should be no more wars. Some of those governments 
were, at that very time, plotting with other governments for still more wars, 
to be made after the World War. John Carter, in his book, “ Man Is War.” 
shows that nearly 40 small wars have been made since the World War. and, 
in truth, almost all the participating nations in the World War are more 
heavily armed to-day than they were in 1914. What are government promises 
(treaties) worth in war matters? 
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He that would depend on “the outlawry of war” (governmental promises ) 
to stop war would tie the wheels of Mar's chariot with a spider's web. 

Question. Why do you oppose the American Legion's bill for the conscription 
of Wealth in war time? 

Answer, I do not oppose it in the least. In fact there is not the slightest 
competition between that bill and my amendments. Can we not give the 
people the power to check extraterritorial war and foreign gifts and loans, 
and, in addition, in case any war occurs, have the conscription of wealth’ My 
amenáments do not touch the question of war to repel invasion or to suppress 
insurrections and rebellions. Surely, should such wars occur, we ought by all 
means to Conseript wealth, 

I do. however, believe that the conscription of wealth bill might be drawn 
more effectively. First, as it is now drawn, it is not a resolution for a consti 
tutional amendment, but a bill for a statute. A statute, of course, Could be 
repealed by Congress at any time. Second, the biil does not provide positively 
that, in war time, wealth must be conscripted, but only that the power to 
conscript it shall be placed in the hands of the President—which puwer the 
President is to exercise or not as he may deem proper. 

Give the People Their Own War Power (Inc.), our national organization, 
would gladly cooperate with the American Legion in the effort to end war. 
Let each help the other all it can. 

Question. 1 don't believe that the people are sufficiently intelligent to vote 
on war or no war. War making is an art, a profession with a bighiy developed 
technique. 

Answer. The people would not, under the amendments, vote on how any 
war should be conducted, but merely on whether it should be made or not. 

Question. Still I do not think that the Government could ever make it clear 
to the average person why a given war should be entered into. 

Answer. If any government could not. in plain language, so state the grounds 
for the proposed slaughter of millions of human beings that the average person 
could easily understand, then that one war at least had better be omitted from 
tbe bloody annals of history. 

Question. The war amendment provides that the truth about the proposed 
war shall be exhibited in all the post offices of the country. But I believe 
that the Government would just disregard that provision, and fill the post 
offices with the same kinds of lies that it and other governments have always 
sent out in war time. 

Answer. Heretofure, governments have done practically all their lying indi- 
rectly—that is, by way of the newspapers, etc. Such lies they can, of course, 
at any time disown during the war or later. It would be a far different 
thing for a government to lie to its people ylirectly; that is, in official commu- 
nications which it could not later disavow. 

But 1 will assume, mere!y for the sake of argument, that any government 
would lie in its official precisely the same as in its unofficial utterances. Even 
then, do you think that the people as a whole would vote for the war? Did not 
all the 27 governments engaged in the World War lie and lie terribly? Not 
only that, but did they not, all of them, close all the mouths in their respective 
countries, except those that would talk for the war? They certainly did. 
And then, after al! that, what percentage of volunteers in this country. for 
example, did they get? Fifteen or, if you like, call it 20 or 25. And to get 
that 25 they had to pad the list of volunteers in the most curious ways.’ 

Question. In 1917 I had a neighbor and he had three boys. . All of them 
were crazy for this country to enter the World War. So you see that people 
would want to fight. even under your amendments. 

Answer. Over and over I am faced with the cases of those individuals who 
really did want to fight in the World War. But why do you not consider 
the country as a whole? Why cite individual instances? You can come to 
no conclusion on the general subject in that manner. What do the figures 
I have given above on governmental authority as to volunteers and draftees 
in the World War prove? And always remember that that percentage of 
volunteers was padded in various ways to make it look as large as possible. 
Y could give similar facts about many other wars if time permitted—the draft 
riots, the enormous desertions, etc. 


6 For the exact wording of the conscription of wealth bill (“ universal service bill”) 
see “ Give the People Their War Power,” p. 107. 
¿Tn continental Europe the governments are all too sharp to depend on voluntcera, 
Phey have a way that prevents the truth about the popular sentiment on war from leak- 
ing out—universal conscription. 
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Question. All I ask in war time is free speech. Give me that and I care 
for nothing else. 

Answer. The freest possible speech on this earth is the secret ballot. The 
amendments both provide* that “the ballot shall be a secret ballot.” With 
the secret ballot you can speak your mind not only freely but effectively. , 

That's a free speech that would beat any mouthing freedom on a soap box. 
I would prefer the ballot to the soap box any day. But, besides, there is 
nothing in either amendment to keep you from working for the soap box, too, 
if you specially want it. I am simply more interested in something that will 
count. (For a full discussion of “free speech in war time,” see appendix to 
Give the People Their Own War Power.) 

Question. I do not believe that the causes of war are really understood, as 
yet. I therefore do not believe that, as yet. wars can be cured, or prevented. 

Answer. The reasoning seems bad. Long, long before the cause of malaria 
was known, doctors knew that quinine and arsenic would cure, even prevent, 
malaria. Were they right in using those remedies at that time? 

If the people themselves, under my amendments, would refuse to authorize 
extraterritorial wars, there could be no extraterritorial wars. The diplomats 
and other governmental Officials might then deliberate on their war causes in 
any way that, and just as lung as, they chose. 

Question. Do you not know that if the America people should have a vote 
on war, they would not all go to the polls? 

Answer. I do. They would not all go. But enough people would go both in 
this and every land, to lock the wheels of the old war chariot tight. Not all our 
people vote, even at presidential elections, but I do not, on that account, believe 
that the right to vote for President should be taken from the people. 

Question. This Government was founded not as a democracy but as a repub- 
lic—that is to say, as a government by representatives. For this reason I can 
not support your amendments. 

Answer. Do you admit that the amendments would probably stop wars? 

Question. Yes: I think it very likely that the amendments would do that. 
Nevertheless, this country is not a democracy but n representative governme t, 
and 1 therefore could not see it changed in that respect even as to one single 
particular. 

Answer. Although it would prevent wars to do so? 

Question. Not even to stop wars. 

Answer. Then you think more of a political theory than you do of human flesh 
and blood. 

Question. Suppose that some time, with your amendments adopted, it should 
become absolutely necessary for this country to go beyond its borders to protect 
a small nation against attack by some large one. Then suppose that our people 
should, erroneously, vote to keep us out of that extraterritorial war. What con- 
dition should we be in then? 

Answer. Have you forgotten already the absolute statement of Stanley Buld- 
win? “One more war in the west” means the destruction of civilization. So 
he said, and the truth of his statement can not be denied. The supposition, 
therefore, with which your question starts supposes that some time. under my 
amendments, it should become “ absolutely necessary ” to destroy civilization. 
I refuse to accept that supposition. Quite to the contrary of what you assume, 
it is “absolutely necessary ” to continue and propagate civilization. 

Besides, I can not see why the “absolutely necessary ” feature of the war vou 
suppose, should not be made plain upon “ the inside walls of nll the post offices.” 
How much of the absolute necessariness of any wars, think you. would not 
vanish like mist, before the process of self-debunking ? 

But here is the chief point of all. Why did vou not, instead of asking the 
question which you did ask, ask this: * Suppose that, without the adoption of 
the amendments, it should some time become absolutely necessary for us to 
take part in a foreign war, and that Congress should, “erroneously,” keep us 
out of it? Or, much rather, suppose that, some time, it should become abso- 
lutely necessary for us to stay out of some foreign war, and that Congress 
should, “erroneously,” put us into it. You see, at bottom, the question which 
you did ask, rests wholly upon the old, old assumption that rightness can never 
reside with the people and that it always has resided and necessarily always 
will reside with the politicians. This untrue assumption (pretty bad upon its 
Se AAA ISA ERA I ee AAA 


* Not as expressed in the first and second editions of “ Give the People Their Own War 
Power.” but ín the third edition of that book. 
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very face) has been exposed repeatedly and voluminously in “ Give the people 
their own War power.” 

Question. I do not believe in resistance, even in case of invasion, for the 
reason that, as history shows, after the invasion and conquering of any country. 
the invaders and the invaded eventually merge and their cultures are mutually 
adopted. (This objection is, as a rule, made by a very high type of people.) ? 

Answer. True; but you suy nothing about the long and horrible transition 
period which always must elapse before the merger can take place. Let us sup- 
pose this country, for example, to be attacked by some yellow race. say the 
wipahese. We passively allow them to take charge of our country, dispossess 
us of our homes, perhaps of our Women, and, in a word, to reduce us to subordi- 
nation and servitude. Long generations of this kind of thing would puss before 
assimilation could occur. Then, in addition, whatsoever a few may think 
about uonresistance under «all circumstauces, the fact is that all the orators in 
the world, speaking for a hundred thousand years, could not convince one-hit 
of 1 per cent of the American people that they should lead lives of servitude and 
shame just in order to secure, eventually, a merger with a race they did not 
wish to merge with. Therefore we, as persons who, though without prejudice 
toward any race, Wish to be practical and to work for a plan that has some real 
chance for success, repudiate this project and speak for a check on extraterri- 
torial internation war to be placed by constitutional amendment in the hands of 
the peoples everywhere—yellow, white. or any other color. 

Question. Also I do not believe ın resistance by any government to insurrec- 
tion or rebellion. 

Answer. Then any government, at the first insurrection or rebellion, would 
fall and cease to exist. And the new government, after all, would be one 
relving on force (because, in fact, it had come into existence through force) so 
where would you have gained anything in the way of dispossessing torce? 

Once again, the citizens of America could not, in a hundred thousand years, 
be persuaded to adopt a doctrine whereby their Government would be subject 
to overturn by the first band of armed adventurers who sought to overturn it.” 

Question. It does seem strange, nevertheless, if the doctrine of complete non- 
resistance even to invasion, insurrection, and rebellion, is not correct and prac- 
ticable, that the great majority of the ministers of the Christian world support 
that doctrine. 

Answer. Nevertheless, the facts show that the doctrine is not tenable. The 
ministers of the Christian world preached that doctrine constantly before the 
World War, yet. when the word went forth from the war organizations and 
propagandists in the various 27 countries engaged in the war, the min- 
isters., With very few exceptions, dropped their nonresistance-under-all<cir- 
cumstances doctrine “like a hot cake.” and began supporting the war as 
if that doctrine had vever existed. It was exactly so in our Spanish War. It 
was So in our Civil War. It has been so in all the wars that have reddened 
Christendom, Just so soon as the war lords send forth the word, ministers (of 
course With some remarkable exceptions) immediately begin to find excuses 
and justifications for that particular war. 

And they find these justifications on both sides in all wars. 

The doctrine of nonresistance-under-all-circumstances simply dees not stand 
the test. It has never stood the test. It has done nothing to stop wars. It 
never can do anything to stop wars, so long as the complete war-making power 
remains in the hands of the politicians without one single check upon it. 
Absolute nonresistunce under all circumstances is indeed an ideal condition of 
society to be worked toward and for, but. as a method for ending internation 
strife it is perfectly worthless and has been demonstrated to be so within the 
memory of the most of those who will read these pages. 

And yet. with the World War closed, the ministers as a class (once again, 
by no means all of them) have gone back to that perfectly worthless doctrine 
(i. e. Worthless as a means of ending war) just as if its worthlessness had not 
been overwhelmingly demonstrated in all the internation butcheries that the 
war makers have chosen to inflict on a fumbling world. 

There is a curious thing about this nonresistance doctrine as a means of 
ending war, and that is that the war makers themselves never take the slightest 
offense at it. I have talked with a small number of bellicose Congressmen. and 


Y It is also heartily espoused by war-making profiteers. who know there is not a chance 
in a million of the nobresistance theory ever being adopted and applied. 

12 This deetrine, too, ike that of nonresistance to invasion, is cordially espoused by the 
war makers, who, in fact, advocate anything which, as they plainly know, stands no 
chance whatever of being adopted. 
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with a considerable number of war profiteers about this proposed means for 
ending war, and, without exception, they have taken much comfort in it. 
But as soon as I propose to these folk the plan of putting a war-check in the 
hands of the people, then there is anger, disgust, and dismay unlimited. “This 
is a representative Government and I will never,” ete. Or “The common 
people (as if Congress were not as common as the rest of us) simply haven't 
enough sense,” ete. 

One of my ministerial friends, a rather elderly person, informs me that never 
again will he lend himself to the purposes of war makers, no matter what 
excuse for his assistance at the time may be given him, and that, hereafter, 
he proposes to live very strictly up to his doctrine of nonresistance-under-any- 
circumstances. This most excellent man (whom, on other grounds. I well nigh 
revere) means Well, but he is absolutely mistaken. He laid aside his untenable 
doctrine during the Spanish War. He laid aside his untenable doctrine during 
the war in the Philippines. He laid aside his untenable doctrine during the 
strife that cost the lives of 120,000,000 people, including the eurth’s best. And, 
if another war should come while still he lives, he will once more lay aside 
his untenable doctrine. He thinks he will not, but he will. For his doctrine 
is untenable. 

Would that this well-meaning profession (against whom I have no slightest 
shade of prejudice, but for whom I have most high respect) would Jay aside in 
times of peace its plainly unworkable doctrine and join us in the effort to 
establish in at least Great Britain and the United States just one check on 
internution war. Let us have something which the plain facts show will 
work, instead of one which the plain facts show will not work. 

Were 10 per cent of the ministers of the Gospel to join me in this movement 
actually to end war, not merely to talk about a method which is no method 
and which in times of war must surely be abandoned as unpatriotic, the ideais 
of the Prince of Peace would come very near to being realized and realized soon. 

Question. A certain person has said that he is opposed to your war amend- 
ment, because, by the time matters had reached the referendum stage, “ the 
war would be already on.”” 

Answer. How “already on”? 

Question. The enemy would be invading our country. 

Answer. In that case no referendum would be required. Congress would 
simply proceed against the invaders without taking any vote. We could not, 
however, be turned into invaders ourselves against our will. Nor could the 
other nation have been similarly made use of by its own government in the 
first place, had it also adopted the amendment. There would, indeed, in that 
case, be no invaders for us to repel. 

Question. Does not your plan boil down to just this—a referendum on war? 

Answer. No. That is a great mistake which many people make. I do not 
advocate just any and every kind of referendum on war. The chief essentials 
of my plan are (1) the referendum on extraterritorial war only (leaving 
governments free to repel invasions and to suppress insurrections and rebellions 
without stopping to take a vote); (2) a disclosure by the Department of State 
of the truth about the proposed war; (3) the referendum on foreign gifts and 
loans of money, credit, or supplies. 

It is, in fact, the interaction of the two kinds of referendum (that on war 
and that on gifts and loans) which constitutes the culmination and chief value 
of the plan. It is also exactly the point which many persons who would other- 
wise favor the amendments fail to grasp. It is, nevertheless, this interaction 
of the two amendinents, that which would, if the two amendments were adopted 
to the constitution of just three or four of the largest and richest countr’es, 
stop internation war over the entire globe. This interaction, or cooperation, 
of the two amendments (already explained herein) should not be forgotten. 

Question. You advocate giving the people the referendum, but not the in- 
itiative, on war. Why not also the initiative on war? 

Answer, Because what the people are wanting is not a chance to make, but 
a chance to prevent, war. They need not, and they do not, fear that wars 
enough will not be made. 

Question. Why do you not have other peace organizations, already in exist- 
ence, to adopt your amendments and put them through, instead of having an 
organization of your own? 


11 So, too, Morrison, * The Outlawry of War,” p. 60. 
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Answer. Because other pence organizations have their own methods (dis- 
armament, nonres'stunce, governmental promises, and the like) for ending war. 
Should such organizations put my amendments through (which they would 
not) they could do so conscientiously only after emasculating the amenl- 
ments in some way to make them conform to their own plans—disarmament, 
Donresistance, governmental promises, ete. To put these amendments through 
as they are (unemasculated) the work must be done by those who believe in 
these amendiments—not in other plans instead. 

You might as well ask the Democratic Purty to try to have its program 
carried out by the Republican Party, or vice versa, as to ask what you do. 

Question. But there ure some peace organizations which are ready to push 
any and all methods proposed for obtaining permanent international peace. 

Answer. Any such orgunizations would not probably push our particular 
method very vigorously. For our one plan we work, and with all our hearts and 
souls and minds and strengths, believing that, so, success may be secured. 

Question. There are too many clubs already. 

Answer. The statement may be true. At all events it is certain that there 
are a number of clubs, particularly luncheon clubs, which have no definite pur- 
pose other than that of “ getting together “ or with some purpose which merely 
duplicates the purpose of some other club or clubs. Why should we not get 
together for a definite aim—in fact for the very best of all possible aims? 

Question. I believe in your cause, and would gladly help, but am too busy. 

Answer. When the next great internation war comes, with its secret on- 
slauzhts of deudly bacteria, its hail of lead and steel, its rain of fire and poison 
over the whole country, and possibiy the entire earth, you muy wish you 
had not been quite so indifferent. 

Do you propose to do nothing yourself to help check such matters? 

Are you not, in fact, even now, expending time and energy on many things 
of much less importance? 

Question. You are an ultraradical. 

Answer. No. I am not a radical of any sort, but a strong conservative by 
nature. So are the other directors and officers of our corporation. Some 
ultraradicals want just one more world war. They know that that would put 
an end to the private ownership of property, just as the recent Worid War 
came near to doing. The private ownership of property is indeed still con- 
tending for its life in Europe as a result of that planetary conflict. - 

Some ultraradicals even fight my measures, because they know them to be 
the most conservative of all possible measures. In this connection, morcover, 
recall the statement of Stanley Baldwin. already 1eferred to. Are you willing 
to stand the consequences of one more ¿great internation war? Answer the 
question. 

Question. 1 believe that your amendments would work and work well, if 
ever adopted. But to get then adopted would cost a million, perhaps several 
millions, of dollars and worlds of publicity. You cun not get either the 
publicity or the cash. 

Answer. That remains to be seen. We will try. The outlook is certainly 
favorable. Meantime, we intend to work on bravely, trying to secure for the 
people just one check on war. 


SUPPLEMENTARY STATEMENT RY THostas TALL SHASTrID 


Mr. Chairman, other members of the commission; in my preceding statement 
I was, merely from lack of time, unable to set forth my case completely. 
Hence these supplementary notes. 


ONLY ONE WORLD WAR? 


Often it is declared that the war-check vote would be unnecessary now, 
because, in fact, there has been. in all history, but one World War, and 
becnuse it is therefore highly unlikely that there will ever be another. 

The answer is that, in truth, there were many world wars prior to 1974, 

There was, for example, the War of the Palatinate, 1688-1697. The chief 
contestants in this strife were William of Orange and Louis XIV of France. 
It involved all Europe and much of the outside world besides. 

There was also the War of the Spanish Succession, 1701-1714. This world 
war began, as you will note. just three years after the close of the one above 
mentioned. Charles II of Spain, dying without blood heir, bequeathed his 
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crown to Philip, Duke of Anjou, grandson of Louis XIV, of France. This 
bequest united France and Spain, but all the rest of Europe at once colleagued 
together for the purpose of restoring the so-called “ balance of power.” The 
resulting war was one of the very worst of all world wars. 

Soon, 1740-1748, came the War of the Austrian Succession. Charles VI of 
Austria, finding himself about to die without male issue, bound the various 
States of his empire, and, in addition, all the other important European powers, 
by a treaty called “ The Pragmatic Sanction.” This, for the sake of preserving 
peace in Europe, provided that, on Charles's death, the Austrian crown should 
go to his eldest daughter, Maria Theresa. Then Charles died. 

Searcely had his corpse grown cold when Frederick the Great of Prussia 
marched into Silesia, frankly stating to the world that his motive was self- 
aggrandizement, no other. 

The scope and extent of the war resulting was indeed almost planetary. 
Macaulay described it with his usual vividness: “In order that he might rob 
a neighbor whom he had promised to defend, black men feught on the coast 
of Coromandel and red men scalped each other by the Great Lakes of North 
America.” 

This war, incidentally, clearly proves to just what extent mere treaties 
(Kellogg or any other) can be depended on for the prevention of wars. 
It also forcefully illustrates the fact that governments, not peoples, make 
wars. Frederick did not even take the trouble to charge his people with 
having compelled him to fight. He stated his, and his alone (not the Prussian 
masses’), motive for the making of the war. 

The Prussian people indeed could have had no more to say at that time on 
the subject of war or no war than could Frederick’s own hunting dogs have 
had. 

Yes; these were all world wars, and there have been others. They were 
terribly destructive, too, and yet, after all, in the seventeenth, eighteenth, and 
nineteenth centuries the science and art of human destruction as a means 
of settling international disputes had not been highly developed. 

In the recent World War it reached to loftier heights. In that pleasant 
piece of multifold murder, almost 10,000,000 actual soldiers were slain. Some- 
what more than 10.000.000 civilians were likewise killed. Then. indirectly, 
far more than those 20,000,000 perished. For example, the Spanish influenza, 
a pestilence born in the trenches and very much worse than half a dozen 
world wars could have been up to 1914, swept over all the world’s countries, 
those that were war-involved and those that were not war-involved, and 
carried off approximately 100,000,000 persons more. Total loss in human life, 
120,000,000. The world’s total population had been little more than 1,200,- 
000,000, so that the human race was literally almost “ decimated.” 

And to-day the means of destruction in war time have increased enormously, 
so that the highest military and naval authorities to-day inform us that the 
next great war will, bevond all question, mean the destruction of civilization 
surely and of the human race possibly. 

And, in the future, there will be at least one more world war—unless 
indeed the masses of the world shall, meantime, have acquired the constitu- 
tional right and power to prevent it. It will certainly never be prevented 
by those who, in war time, profit enormously by war. 


AN OFTEN PROPOSED, BUT VERY BAD, REFERENDUM 


It is sometimes said that the proper kind of referendum would be one in 
which the election would be not secret but open, that records of how each per- 
son voted should be preserved, and that then those who had voted for the 
war (no matter how small a number that might be) should, together with the 
cabinet members and all newspaper and other writers who had expressed them- 
selves as in favor of the war, should have to do the fighting, while those who 
had voted against the war should be exempt therefrom. 

One of the fatal features of such an election would, of course, be the fact 
that an open (nonsecret) election is simply no election at all. I have. in old 
da vs, before the adoption of the Australian system, seen voters herded up to 
the polls like sheep, and there voted precisely us their masters desired. 

The chief trouble, however, with the plan under examination is that wars 
have consequences not merely to those who do the fighting, but to all the other 
people in every nation involved. This being the case, why should opponents 
of international war (who, as history shows, would be in a large majority) 
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have to submit to the consequences, Whatever those might be, of a war they did 
hot want. 

Probably the proponents of the plan believe thar, under it, those who favored 
a given war would not, if they had to do the fighting, allow the war to occur. 
rut that is by no means certain. even probable. There is always. at the begin- 
ning of every confliet, a considerable number of adventurous spirits who do 
indeed and in truth want war., Hence the first wild uprush of volunteers at 
the beginning of uny strife. Hence. too, the belief of some people who do 
net think quantitatively that “all” the people, or at least all the young men 
in the country, want the war. They do not stop to consider that the number 
of these adventurous spirits seldom exceeds two or three per cent of the total 
number of men of military age. But adventurous and militaristic spirits do 
exist. And all that they would have to do, under the plan in question, to get 
into the war, would be to “write” or “speak” in favor of the war. Then 
they, along with the government, could have that war. in spite of the wishes of 
the majority. 

The plan contemplates having “all” participate in the fighting who had 
spoken or written for the war. including “the rulers, cabinet officials,” and so 
on. This, of course, puts the whole matter on a comic opera basis. Some of 
these people would be blind. We have had blind Senators and Representatives. 
and blind editors (like Pulitzer) who favored war extremely. Many would 
have chronic Bright's disease, or angina pectoris, and could not stand a day's 
march or a night in the open. There would absolutely have to be exemptions. 
And then you may be certain that the worst offenders in the affair would be 
certified ‘ exempt.” 

In fact the profiteers, although they would be the secret begetters (or at least 
abetters) of almost any war, would not have “ voted,” “spoken,” or * written ” 
in favor of the war, having very safely left that task to others. 

But the worst feature of this entire peace plan is the fact that, having allowed 
the adventurous spirits to qualify for war and to have the war merely by 
“writing” or “speaking” or “ voting” in favor of war, it provides no method 
whatever for holding the rest of us free from the possibly very terrible conse- 
quences of the conflict. Suppose that, in case of a quarrel between our Govern- 
ment and that of Japan, only a few in this country should “ write” or “speak ” 
or “vote” for the war, while in Japan a considerably larzer number did so. 
Then the Japanese Government could, by its superior force of pro-war writers- 
speakers-voters, take this country and render its present inhabitants mere 
hewers of wood and drawers of water for the Japanese. I think you would find 
us all eventually drawn into the war, as usual, by those who had spoken, or 
written, or voted for the war. 

The plan proposed would in fact leave it still possible for a mere small 
minority to make all-involving war—war in which all the nation would neces- 
sarily be involved, for nations enter or stay out of wars as units, 

Better have the war-check vote, which would enable the masses in both this 
country and Japan to keep. as to each nation, their own troops at home—have 
no outside war. It would at the same time leave each government perfectly 
free, in case of invasion from any other nation which did not have the War- 
Check-Vote, to repel the invasion promptly and etliciently, also to suppress 
insurrections. 


WOULD THE PEOPLE HAVE VOTED AGAINST ANY OF OUR OUTSIDE WARS? 


I will not. on this point, endeavor in any great measure to secure the accept- 
ance of my own humble opinions, but, instead, will quote from a number of 
very high authorities on United States history, and, in so doing, will purposely 
take my passages almost entirely from public school texthooks only. This I 
will do because of the well-known fact that such books almost invariably try 
to represent any given situation as patriotically as possible and to show that 
our Government has been, on each and every occasion, absolutely right. Under 
such circumstances all the passages which I shall quote will possess an added 
importance because of the fact that they are, to an extent, in the nature of 
admissions, 

The War of 1812.—The first of our wars in which we went appreciably beyond 
our boundaries to fight was our second war with Great Britain, “The War of 
1812.” 

Concerning that war and the popular attitude thereto, Channing says, 
Students’ History of the United States (the Macmillan Co.), page 336: 
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“The war was very unpopular in the North, whence most of the soldiers 
and money were necessarily drawn, as that was the more populous and the 
richer portion of the country. This dislike of the war appeared when the 
Government endeavored to summon the militia to take part in the invasion 
of Canada. * * * ‘The Governors of Massachusetts, Connecticut, and New 
Hampshire refused to send militia out of their respective States, and the Gov- 
ernor of Vermont recalled the Vermont militia when it was sent outside of the 
limits of the State. The old difticulty of enlisting men in the Regular Army 
for the war or for a term of years at once recurred. Bounties were offered in 
vain, and even the enlistment of minors, without their parents’ consent, was 
resorted to.” 

Says West, professor emeritus of history in the University of Minnesota, in 
his monumental work, A History of the American Nation, page 432: 

“But the United States as a whole showed amazing indifference, and New 
England persisted in looking upon the struggle as * Mr. Madison’s war.’ A rich 
nation of 8,000,000 people could have put 300,000 men into the field (at the 
ratio of northern effort in 1865), but at no time (not even when our territory 
was invaded) did we have one-tenth that number for effective service—despite 
Iavish bounties offered by our Government.” 

Says MeLaughlin and Van Tyne, in A History of the United States for Schools 
(D. Appleton & Co.) page 249: 

“The governors of New England refused to send militia out of their States 
at the President’s call, and thus the region from which a large proportion of 
the soldiers and money must be drawn was openly opposed to the war. Bounties 
failed to get soldiers for the Regular Army, and a draft would have been re- 
sisted.” 

Van Tyne was head of the department of history at the University of 
Michigan, and McLaughlin at the University of Chicago. 

Says Muzzey, professor of history at Columbia University, in his History 
of the American People (Ginn & Co.) page 219: 

“The New England merchants were injured more by embargoes and noninter- 
course than they were by the British cruisers. * * * Not only did the legis- 
latures of the New England States condemn the war openly and refuse to allow 
their militia to serve outside their States, but the people of those States, with 
half the specie of the country in their banks, subscribed to less than one-tenth 
of the national loan authorized by Congress in 1812, and continued throughout 
the war the treasonable practice of sending supplies to the enemies across the 
border.” 

One could just as easily quote similar testimony from a hundred other high 
authorities, as from these alone, but, because of lack of space, these few must 
suffice. 

The Merican War.—This was the second of our extraterritorial wars. Just 
what was the attitude of the American people generally toward it? 

First of all we have to note that the claim is often made that, in the election 
of 1844, the masses did, in effect, by electing James K. Polk to the Presidency, 
vote for war with Mexico. Nothing could be more absurd than such a 
statement. 

The truth is that neither of the candidates stood for a war with Mexico. 
Nor was there a clear-cut issue between the two candidates even on the ques- 
tion of the annexation of Texas. Polk came out perhaps a little more flat- 
footedly for the annexation than did Clay—a measure which no one, at the 
time, could sanely have regarded as equivalent to a declaration of war against 
Mexico. Texas had, in truth, at the time, been an independent republic for 
nine yenrs. She had already fought with Mexico for her. independence, and 
decisively won it. No one in his right mind could possibly have thought for a 
moment that Mexico, having been unable to whip even the sparsely settled 
province, or republic, of Texas, could, shortly afterward, when her population 
was no larger than it had been hefore, and when her treasury had become 
completely bankrupt. have believed that she could have conquered not only little 
Texas but all the rest of the United States in addition. 

Nor did Mexico helieve it. 

She, it is true, did, by way of a “pout,” recall her minister from Washington, 
as soon as the election of Polk had been announced, but she never did declare, 
or probably seriously think of declaring, war against the United States. Nor 
did the United States ever declare war on Mexico. What happened was that 
President Polk sent a message to Congress, declaring that war already existed 
“by the act of Mexico herself.” He further asserted, “After reiterated menaces 
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Mexico has passed the boundary of the United States * * * and shed 
American blood upon the American soil.” 

The statement, which was wholly untrue (see Abraham Lincolns famous 
Spot Resolution did not “vo down" with the American people. Our Govern- 
ment, and not our people generally, wanted war with Mexico. As in the War 
of 1812, the populous northern and eastern States were all dead set against 
war. Fifty thousand volunteers were demanded by the United Stutes Govern- 
ment. Merely 23,000, or less than half that number, responded—these almost 
entirely from the West and South. Out of 4,000,000 males of military axe, 
just one in 160 did answer the call. Draw your own conclusions, 

Now, after any successful war it is almost always the case that the popular 
opposition to the war suffers a very decided diminution. Suecess has crowned 
the efforts then, and the danger is all over. So it not infrequently happens 
that a war which, at its beginning. the people decidedly opposed, is. later, if 
successful. rather easily condoned, or even somewhat belauded. 

Not so, however, with our very unpopular war against Mexico. That con- 
flict proved in favt to be the compiete undoing of President Polk. The man 
was hot even renaminated. General Lewis Cuss, of Michigan, received the 
honor in his stead—and was defeated. 

General Taylor, it is true. the successtul Whig candidate, had been a lead- 
ing officer in the war, but, in that conflict, he had merely obeyed his Govern- 
ment's plain commands—as each and every soldier must do in every war—and 
said nothing either for or against the struggle. 

At the war’s close, however, he was selected as leader of the Whigs. the party 
which, both before and during the period of the war, had opposed the contlict, 
and he was elected—on a plank, please to note, of utter condemnation of the 
war. 

The war with Spain.—In 1895 there had for 131 years been intermittent 
civil war in Cuba. Yet the people of this country had never, even on that 
account, demanded any war with Spain. 

From 1868 to 1878, indeed, the uprisings had assumed a continuous and very 
terrible form, a state of 'affairs which was known as “The Ten Years' War.” 
Yet the American people positively did not even once demand a Spanish- 
American War, even on that account. 

In 1825, in fact, when Cuba was struggling fearfully with Spain for her 
independence, and was being nobly assisted by Mexico, Colombia, and Bolivar, 
and these countries appealed tu the United States Government for help in the 
conflict, that Government, very far from assisting the Cuban people and their 
allies, actually intervened and prevented Cuba’s liberation. Says so conserva- 
tive a historian us Henry Cabot Lodge, in his book, The War With Spain, 
page 5: 

“The power which prevented the liberation of Cuba—in 1823 and for decades 
fcllowing—was the United States * * * The United States held back 
Mexico and Colombia and Bolivar. used her influence at home and abroad to 
that end, and, in the opinion of contemporary mankind, succeeded according 
to her desires. in keeping Cuba under the dominiou of Spain.” 

Turn to the mentioned page and read the entire passage for yourselves. 

Even after 1878 there was much civil war in Cuba. 

And still the people of the United States did not force upon their Government 
any war whatever with Spain either upon Cuba's account or upon any other 
account whatsoever. 

At last, however, came our war with Spain, and its coming is thus recounted 
by Hamlin. The War Myth in United States History, page 64: 

‘But in February, 1895, a new war for independence broke out, which was 
caused by a severe depression of the sugar industry resulting from the repeal 
in 1894 of the McKinley tariff which had permitted the free entry of Cuban 
sugar into the United States, giving the Cuban sugar industry access to the 
United States market. The closing of the United States to Cuban sugar was a 
great blow to Cuba's sugar industry. Spanish authority in Cuba was held 
responsible, and warfare was soon established between the insurgents and 
Spanish authorities.” 

The Spanish-American War was, in fact, very largely a war about sugar, not 
about humanity at all. 

This was very largely understood by the farmers and laborers in this country, 
who were also considerably influenced by the stand which had been taken 
against the war by President McKinley. 

Why is it that, in spite of all facts to the contrary, there is a very decided 
general impression abroad that not governments, but peoples, invariably make 
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wars, that governments want no wars whatsoever, but that they are always 
“ pushed ” into them by war-mad masses—the laboring men and the furmers? 
It is because, like every other criminal on earth, war-making governments wish 
to place the responsibility for their criminal acts on other shoulders than their 
own. The newspapers, with few exceptions, take up the governmental cue, 
carry out the idea, emphasize it, dwell at great Jength and in various manners 
upon it—and so assist in covering up and more or less hiding the anti-war 
sentiments of the people. 

It is useless to declare that the press is always and forever the mouthpiece 
of the people, that it eternally voices merely the masses’ sentiments and wishes. 
The press is the mouthpiece of the people as to certain matters only, mutters 
toward which the management and control of the press are personally indif- 
ferent—but not as to any others. To illustrate: If the masses like better to 
read about some actress’s divorce than about the scholastic achievements of 
some boy or girl at college, the newspapers will, to an absolute certainty, grant 
the larger amount of space to the former topic. But suppose that those who 
own the newspapers want an extension of a sewer, or of a sidewalk, into a 
district of a city where the improvement would meun thousands of dollars in 
increased values to the owners of the newspapers, though much higher taxes 
and even other losses to the people of the city. Do you think for a moment 
that the newspaper owners, in such circumstances as those, would voice the 
real opinions of the people? Certainly they would not, but they would voice 
their own instead. In addition, they would try to make it appear that they, 
personally, had no financial interest whatever in the subject, but that the people 
themselves of the city were “ pushing” for the improvements. 

It is so, precisely, in the case of a threatening war. Newspapers are, not all 
of them to be sure, but rather a large majority, either owned or controlled by 
the very people who want the war to take place. They, therefore, do actually 
endeavor to make it appear both before, during, and after any given war, that 
the war will be, or is, or has been, the people’s war. Numerous professional 
and business men, in consequence, forever after believe that the masses were 
in favor of the war and that they actually “forced” the government into it.. 
What they would really be saying if they expressed the matter accurately 
would be * We have read in numerous newspapers that the masses were all for 
the war, and it has never occurred to us to ascertain the truth «about the 
matter at first hand.” 

Historians, too, especially the authors of textbooks for the public schools, 
often follow the lead of the newspapers. Then, too, they want their books to 
be accepted by the school boards, hence make their histories “ patriotic.” 

The war with Cuba was not, in truth, an American people’s war in any sense 
whatever. It was, almost entirely, a war about sugar. It was not even a war 
to make the Cuban insurrectos safe against property destruction and personal 
atrocities. 

No less a person, indeed, than Miss Clara Barton, founder of the American 
Red Cross. testified before Congress that, after a careful personal investiga- 
tion of the situation in Cuba, she had found that decidedly the most of the 
atrocities and property destructions had been committed not by the Spaniards 
but by the insurrectos themselves. But certain sugar interests, as well as 
prospective war profiteers, would have this war with Spain about Cuba. 

President McKinley and Vice President Garret A. Hobart were bitterly op- 
posed to the war, and repeatedly declared it to be unnecessary. So did all of 
the President’s Cabinet members, excepting two only. 

General Woodford, at the time our minister to Spain, wrote again and again 
to President McKinley that Spain, given time, would either cede Cuba to the 
United States or grant her independence. But she must. he said, have time. 
She would gladly enough get out, but did not, so to speak, want to appear to 
have been kicked out. 

I, at the time when this war was still only threatening, was not engaged in 
the practice of my profession. I therefore had sufficient leisure to make, and 
did actually make, elaborate first-hand investigations of the attitude of our 
farmers and laborers toward the approaching conflict. At that time I had 
been engaged in the advocacy of my war referendum for only about two years, 
and I, therefore, quite naturally, desired to test out my views as to the feel- 
ings of the masses toward any given war. Never, perhaps, had a finer oppor- 
tunity ever offered itself to anyone to determine precisely whether or not a 
pro-war press could be wholly out of harmony with the actual wishes and voli- 
tion of the masses of any country toward an impending war. 

And I found that it could, because, in this instance, it did. 
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Scores and scores of farmers I personally canvassed concerning their pro 
or antiwar proclivities. And, in nine-tenths of the cases that I investigated 
I found these farmers standing “ with the President” and “against Congress ” 
about the war. j 

Scores and scores of laborers, too, I canvassed. And these were decidedly 
‘more opposed to the war than even were the farmers. Section hands, brick- 
layers, carpenters, and roustabouts each and all declared themselves to be 
standing with the President and against Congress about the war. 

Some of these farmers and laborers were persomuly Known to me, hence 
might have known about my peace work. and. consequently, have thought 
that I wished to near them say that they wanted no war The great ma- 
jority, however, were the most absolute strangers to me. No difference, how- 
ever. in the slightest did that make. Each and every one of the laborers and 
practically all of the farmers were, as I have just stated, “ with the 
President.” 

The situation was, to me, a perfect revelation. The press and the public 
speakers, even the clergy, so absolutely certain that the masses were “ push- 
ing” cur Government into the war—a war, however, whieh they themselves, 
at least a great majority of them, very mach desired and loudly trumpeted 
for! The masses, on the contrtary—although so inexpressive. except When 
specially asked for their opinions—so absolutely positive thet they were not 
at all for the war, and that the President, not Congress, Knew the whole truth 
and was in the ineontrovertible right. 

Since then, whenever I bave wanted to know the exact attitude of the 
common people on any subject whatsoever, 1 have invariably gone to the 
common people and found out, 

To be right, get facts at first hand, if possible, 

The Werld War —-VThe attitude of this Nation toward our entry into the 
World War. I have, in my earlier “statement.” set forth at suflicient length. 
I may, however, at this point add that I hold an abundance of other unanswer- 
able evidence, all to the same elfect, which, nevertheless, I have no space 
for here. 

Even our inside icars.—1 want now to go back, just a littie, in time. 

The American Revolution, assuredly, was not an outside or extraterritorial 
war, but a very clear case of intraterritorial or civil conflict, It, therefore, 
does not fall properly within the scope of my proposed amendments. So often, 
however, am I told by opponents of the war-cheek vote that the fierce and 
warlike character of the American people was so conclusively demonstrated 
by their conduct in the war by which we gained our independence that I 
trust that I shall be fully pardoned if I say or quote in this place a very 
few words upon that subject. 

Remember, please, that I am not here discussing whether or not our war 
for liberty should or should not have been fought. That war I, personally, 
fully approve of. I um merely about to set forth the popular, or mass atti- 
tude at the time toward that conflict—not that it was an extraterritorial strug- 
gle at all, but that the general attitude toward that war hus a bearing on the 
very broad question—how much do the masses of the people want or not want 
Wars? 

There was, in truth, no such war spirit among the American colonists as is 
commonly represented by Fourth of July orators. Says Walter Hart Blumen- 
thal, revision editor of: the Universal Encyclopedia, in Current History for 
March, 1927, at page 798: 

“At least a third of the colonial population was loyal to King George: of 
those rebellious spirits who chafed at the taxation and rule of Britain only a 
fraction enlisted to defend their ‘inalienable rights’? Two months after the 
Declaration of Independence, in his desperate need of an army, we find Wash- 
ington bexging Congress to award bounties and land grants as inducements to 
bring the putriots we celebrate to a defense of their liberty. 

“Our patriot forefathers are much too romantically praised. It is diffieult 
not to vield to the evidence that in the Revolutionary War they were, to a 
great extent, ‘slackers.’ With a potential fighting force of upward of 200,000, 
Washington. whose heart was broken by the incompetance, insubordination, and 
corruption he had to endure, had at one time a disaffected army that had 
dwindled to fewer than 16,000, with desertions of whole regiments.” 

From this it would plainly appear that, even in the American War for Inde- 
pendence “the natural urge on the part of all mankind to hate and to kill” 
which the officers of certain pence societies so bitterly inveigh against and 
which they believe to be “the primal cause of all wars,” had litttle existence. 
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Hear now Professor Vau Tyne, who, until his rather recent death, was head 
of the department of history in the University of Michigan and a very con- 
servative writer. In his book, England and America, at page 8, he writes: 

“+ + * distinguish between the noble heroes like Washington who, with his 
devoted followers, uctually did endure all that cold, ache, penury, misrepre- 
sentation could heap on life, and the less hervic American masses, the greater 
number of whom were reluctant to fight, wanting in decision, unwilling to 
sacrifice for the great cuuse. * * * In a country containing something like 
700,000 men of fighting age, there was never, even on paper, ever one-eighth 
that number in State militia and Continental Army together, and Washington 
was never able to gather for any one battle over 20,000 men.” 

Says Professor Hamlin, The War Myth in United States History, page 25: 

“There never was a general uprising of the whole colonial population. John 
Adams estimated that about one-third of the population were actually opposed 
to separation. The greatest problem of the Revolution was to keep the spirit 
of revolt alive.” 

Nor was the fever for the war, we may remark incidentally, in the least bit 
hotter in England than it was in America. To quote Van Tyne again, same 
book, page 124: 

* So great was the dislike of serving abroad, the horror of the brutal prac- 
tices in the army, and the aversion to the war on America, that not 20,000 
soldiers of English breed were available in 1776, and recourse was had to 
mercenary soldiers from petty German states. 

“In securing the soldiers of British nativity every device was tried between 
1775 and 1781. Having exhausted the expedient of voluntary enlistment with 
the lure of bounties, North did not scruple to offer pardon to malefactors on 
condition of joining the army. From that his ministry resorted to impressment 
and inducing justices of the peace to give over to the recruiting officers idle or 
indigent men.” 

The Cici War.—This, too. was an intraterritorial, not on extraterritorial, 
war, and to it also my proposed amendments would never have applied. The 
general question, however, of just bow much the masses do and do not want 
wars is plainly shown and clearly proven by the usually unknown but still 
unquestionable facts about that strife. On this head, however, merely for 
the lack of time, I can only rerer to Chapter XVIL of McMaster’s History of 
the People of the United States “ During Lineoln’s Administration,” a chapter 
Which deals with the laek of desire for, rather open opposition to, the war 
on the part of the people generally, both north and south of Mason and Dixon’s 
line, 

For one single example, 500 men of military age fled from the United 
States daily into Windsor, Canada, alone. 

Recall, too, the fact that the United States Government, trying to conceal 
the actual situation About volunteering and conscription, not only termed 
“volunteers ” all those who had offered themselves to the Government under 
the lure of a total bounty from State and central governmeuts amounting ip 
many instances to well-nigh $1,000, but also designated all its numerous out- 
and-out conscript soldiers “ volunteers.” Every regiment, in fact, raised during 
the war, or already in existence prior to the war, which was not in the Regular 
Army, was designated as the thus-and-so * volunteers.” Of all the hundreds 
of thousands of draftees in that war you never in your life have read or heard 
of any one of them having been called by the Government anything else what- 
ever than either “ rezulars” or “ volunteers.” Imagine our Government refer- 
ring to any regiment in its entire army, as, say, the One hundred fiftieth Wis- 
consin or One hundred seventeenth Iowa or Pennsylvania or Illinois draftees !? 


WERE ANY OF OUR OUTSIDE WARS UNNECESSARY ? 
Now we come to the last of the topes which I shall consider here: Could 


or Should any of our outside wars have been done without ? 
The answer, flatly, ves, all of tem. 


1 On Jan. 31, 1916, at Milwaukee, President Wilson said: ‘ Governments have gone to 
war with one another. Peoples, so far as I can remember, have not.” On the same day, 
at Chicago: “ This war was brought on by rulers, not by the people.’ Aud. more strongly 
Still, at Des Moines, on Feb, 1, 1916: “I was saving the other night that I know of no 
case where one people ever made war upon another people.” Whatever we may think of 
Mr. Wilson as a President, good or bad. we must admit that the man's knowledge of 
history was well-ni:h unparalleled. And yet Mr. Wilson could recall “no case where 
One peoPle had made war upon another people.” 
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Let us take these wars up. howsoever briefly, seriatim. 

The War of 1812.—Says David Saville Muzzey, in his History of the Amer- 
ican People, at page 21: 

“Yet the declaration of war was unfortunate, because a few months, or 
perhaps n few days, more of patient diplomacy would have averted tae war.” 

Says West. in bis monumental work, A History of the American Nation, 
page 488: 

“The war originated in blunder. It cost $200,000,000 and 30.000 lives— 
besides the incalculable waste and agony that go with war. It was conducted 
disereditably, And it was ended without mention of the questions that 
caused it.” 

John Bach MeMaster, in his School History of the United States, at page 
231, speaking of the beginning of the war. says: 

“Toere was no Atlantic cable in those days. Had there been, it is very 
doubttul if war would have been declared; for on June 23, 1812, five days 
after Congress authorized Madison to issue the proclamation, the orders in 
council were recalled.” 

On page 239, speaking of the close of the conflict, he continues: 

“In the treaty not a word was said about the impressment of our sailors, 
nor ubout the right of search, nor about the orders in council, nor about 
inciting the Indians to attack our frontier, all of which Madison had declared 
to be causes of the war.” 

Says Judson, erstwhile professor of economics in, and president of. the 
University of Chicago, in his The Growth of the American Nation, pages 175 
and 15]: 

“War was declared, as has heen said, on the 18th of June. And on the 
twenty-third the orders in council were revoked. But it wus too late, * > =» 
In May. 1814, Napoleon was dethroned, and the long European wars came to 
an end. There was then no longer any occasion for dispute. And so com- 
missioners of the two nations inet at Ghent. in August, and after long and 
weary disputes, at last, on the day before Christmas, signed a treaty of peace. 
In it there was no mention of impressnient or of the right of search, Thus 
ended the War of 1812. The United States blundered into it and blundered 
out of it.” 

McLaughlin and Van Tyne in A History of the United States for Schools, 
pages 253-254: 

“Of the War of 1812 one feels like asking, with Little Peterkin, * What 
good came of it at last?’ Some 30,000 men had been lost and about $200,000.000 
had been spent on wasteful war. America’s shipping was almost destroyed 
and trade had suffered great losses, and yet no principle for which she had 
fought was settled. However, the people of America had gained in self- 
respect.” And so forth, the usual patriotic excuses for unnecessary wars. 

Says Hamlin, War Myth in United States History, page 40: 

“The War of 1812 was a war of paradoxes. It was waged ostensibly in 
defense of maritime commercial interests, but the merchant States themselves 
threatened to secede so as to stop it The English orders in council. the 
alleged cause of the war, were repealed five days after war was declared and 
before news of its declaration reached England. The most important battle 
of the war, the Battle of New Orleans, was fought after the treaty of peace 
had been signed. The United States did not get any of the desired territory; 
was defeated in nearly every campaign; and the capitol was burned by the 
English. The land was not gained and the rights on the sea were not granted. 
England never yielded the right of impressment, which remained a diplomatic 
controversy as late as 1842. 

“In order to save its reputation, the administration published an * Exposi- 
tion of the Causes and Character of the War? prepared by A. J. Dallas. in 
which it was denied that the administration had ever tried to acquire Canada. 
Madison was a great scholar but not a strong executive, and it was the war 
hawks led by Clay who forced the war upon him and the nation.” 

The Merican War .—Tistorians. even the most patriotic of American, almost 
without exception condemn our war with Mexico as both unnecessary and 
dishonest. 

Says Rhodes, History of the United States, volume I. page 87: 

“Mexico was actually goaded on to the war.” 

Says Hamlin, War Myth in United States History, page 45: 

‘Webster, Clay, Calhoun, Benton, and Tyler regarded the war as the result 
of poor management on the part of President Polk.” 
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Also, on page 46: 

“ The Massachusetts Legislature resolved in April, 1847, during hostilities, 
that the war had been ‘unconstitutionally commenced by the order of the 
President for the dismemberment of Mexico.’ ” 

Abraham Lincoln in the House of Representatives most bitterly denounced 
the war as both dishouest and absolutely unnecessary. In addition he intro- 
duced his famous “ Spot Resolution,” wherein he plainly convicted the President 
of having falsified concerning the causes, beginning, and nature of the war. 
Lincoln, to the end of his days, condemned the war. 

The truth was that Texas had, on her entry into the Union, already been 
an independent republic fur nine years, that the population of the then Mexican 
province of California had been overwhelmingly Americanized and that, in 
fact, both California and New Mexico (which then included the present Arizona, 
Utah, « small part of the present Colorado and even other territory) had 
likewise been overwhelmingly Americanized, and that both of these provinces 
were, in any Case, just on the point of declaring their indepencence from 
Mexico. and later, of asking for admission to the United States, when the war 
with Mexico was, absolutely without necessity, commenced by the President 
of the United States and by Congress. 

The congressional resolution passed on May 13, 1846. On the following 
4th of July, California declared her independence, and, shortly afterwards, 
asked admission into the United States. New Mexico promptly followed suit. 
Says Muzzey, History of the American People, page 301: 

“ Indeed, California, which had no more than 2,000 white inhabitants under 
Spanish rule in the early forties, was already practically in the possession of 
the Americans before the war broke out.” 

Texas, New Mexico, and California, rightly or wrongfully, could and would, 
beyond all question, have joined themselves to the United States precisely the 
same without as with the war with Mexico, and feeble, help'ess, bankrupt, 
chaotic old Mexico, which had already signally failed to whip Texas alone, 
could not have said to us “ nay,’ nor would she ever have made war about 
the matters in question, had not war been absolutely forced upon her by the 
Government, not the peop!e, of the United States. 

But the whole situation is well summed up by that undoubted patriot, Ulysses 
S. Grant, himself a lieutenant throughout the conflict, in his Personal Memoirs, 
Volume I, page 53: 

“For myself, I was bitterly opposed to the measure, and to this day regard 
the war which resulted as one of the most unjust ever waged by a stronger 
against a weaker nation. It was an instance of a republic following the bad 
example of European monarchies in not considering justice in their desire 
to acquire additional territory * * *, The occupation, separation, and an- 
nexation were, from the inception of the movement to its final consummation, 
a conspiracy to acquire territory out of which slave States might be formed 
for the American Union. * * * To us it was an empire and of incalculable 
value; but it might have been obtained by other means. The southern rebel- 
lion was largely the outgrowth of the Mexican War. Nations, like individuals, 
are punished for their transgressions. We got our punishment in the most 
sanguinary and expensive war of modern times.” 

The war with Spain.—It is hardly necessary to say about this conflict much 
more than that the great majority, even of American historians, at this day, 
declare the conflict to have been absolutely unnecessary. 

I have already stated that even Miss Clara Barton, who had personally 
investigated the status of affairs in Cuba, testified before Congress that the 
most of the property destruction, as well as of the personal atrocities, had 
been and were still being committed by the insurrectos themselves. “We had 
$50,000,000 invested in the sugar and tobacco plantations of the island.” 
(Muzzey, History of the American People, p. 505.) It has always been sup- 
posed that the owners of the sugar and tobacco interests, together with the 
multitude of prospective war profiteers, were the real inciters of Congress to 
the war resolution. The sinking of the Maine—which the great majority of 
historians declare to-day was purely accidental—together with the alleged 
atrocities and property destructions—falsely declared to have been committed 
wholly by the Spaniards—were used by the yellow portion of the press, by the 
would-be war profiteers and by their friends in Congress, as a means of saving 
their respective and very precious faces. 

Says Hamlin, War Myth in United States History, page 67: 
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“United States citizens owned wealth in Cuba to the amount of $50,000,000 
and our commerce with Cuba amounted to $1,000,000,000 annually. These in- 
terests, of course, demanded intervention. Our Department of State in its 
correspondence with Spain estimated that $16,000,000 worth of American prop- 
erty had been destroyed in Cuba at the close of 1897, for which property Spain 
was held responsible. This was a greatly exaggerated figure. for at the close 
of the war a claims commission was created by Congress to investigate those 
claims, and this commission recognized as valid claims amounting to only about 
$362,252.” 

Also. on page 66: 

“Congress appropriated $50,000 for the relief of Americans in Cuba, but up 
to the fall of 1897 only $6,000 of the $50.000 had been used, so little need was 
there for it. 

“In this war in Cuba between insurgents or rebels and Spanish authority, 
both sides destroyed all the property possible, although the insurgents destroyed 
more than the Spanish authorities. It was not nearly so destructive as our 
Civil War, vet What should we have thought had Spain protested against the 
conditions of our Civil War? Such a protest would have been treated with 
contempt. We had no more legal ground for questioning Spanish authority 
in Cuba, than Japan today would have in questioning or protesting agaiust 
our policy in the Philippines. In fact, two years later, in our guerrilla warfare 
with the natives of the Philippines, we adopted the same concentration policy, 
as we shall see, against which we then protested in Cuba.” 

After the war wus over, it is true that certain American medical authorities 
stamped out yellow fever in Cuba, and thus, indirectly, the same plague 
in the United States. But this, as has been shown repeatedly, could quite as 
easily have been done without the war as with it. inasmuch as neither the 
Cubans nor the Spaniards had had at any time the slightest objection to the 
ascertainment of the cause of Cuban yellow fever, or would ever bave ob- 
jected to any spraying of the marshes and ponds with crude petroleum—the 
means whereby the scourge was stopped. 

All the victories of peace, in fact, could, both in the Philippine Islands and 
everywhere else on earth, be carried out far more effectively without the 
wholesale military destruction of human lives than with it. 

To put the matter in just a few words: The Spanish-American War was 
a conflict wherein American business men caused American military interven- 
tion in Cuba for the purpose of relieving a situation which they (by means 
of filibustering expeditions, etc.) had themselves produced so far as it really 
existed at all. 

The World War.—What did the World War accomplish that would lend to 
the belief that it could not, or ought not, to have been omitted from the bloody 
oceurrences of this world? What, for that matter, did our own entry into it 
in partienlar accomplish? 

Taking up the latter question first, I have space here only to remind you 
that practically all the reliable historians of the present day are agreed that. 
had the United States not gone into the World war, that conflict would have 
resulted in a negotiated, instead of a dictated, pence As matters now stand, 
however, the dictated peace (see the treaty of Versailles) stands as. next to 
Bolshevism itself, the greatest of all menaces to the peace of the world. 

But, taking up now the more general question, What did the World War 
accomplish which could really justify its having occurred ? 

At the time of the war we were told that the responsibility for the war 
was Germany’s alone, and that Germany had started out to conquer and 
enslave the world. Now we know to an absolute certainty that the statement 
was not true. 

Said M. Raymond Poincaré (World War President of France) in 1925: 

“TI do not claim that Austria or Germany in the first place had a concious 
thought-out intention of provoking a general war. No existing documents give 
us the right to suppose that at that time they had planned anything so 
Systematic.” 

Hear now Signor Francesco Nitti, cabinet minister in Italy throughout almost 
all the World War and Prime Minister since: 

“I ecean not say that Germany and her allies were solely responsible for the 
war which devastated Europe * * *, That statement, which we all made 
during the war. was a weapon to be used at the time; now that the war is over 
it can hot be used as a serious argument * * *, When it will be possible 
to examine carefully the diplomatie documents of the war, and time will allow 
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us to judge them calmly, it will be seen that Russia’s attitude was the real 
underlying cause of the world conflict.” 

Finally, listen to Mr. Lloyd George, December 23, 1920. Mr. George was 
premier of the British empire throughout almost the entire World War: 

“The more one reads memoirs and books written in the various countries 
of what happened before August 1, 1914, the more one realizes that no one at 
the head of affairs quite meant war at that stage. It was Something into which 
they glided or rather staggered and stumbled, perhaps through folly, and a 
discussion, I have no doubt, would have averted it.” 

It was also declared that the Germans were a race of barbarians, that they 
were amputating women's breasts and ehapliin’s ears, putting out prisoners’ 
eyes. amputating children’s hands, and crucifying infants on barn doors along- 
side cats and dogs. These statements to-day are merely the tragic laughing- 
stock of history. Not a historian on earth supports them. 

We were also told that war was “a war to end war.” This also was a 
governmental lie. Europe is more of an armed camp and stands in a greater 
condition of unstable military equilibrium to-day than it did in 1914—and this 
in spite of the League of Nations, the Kellogg treaty, and all the rest of the 
list of international quackery and humbug which, since 1918, have been added 
to the “ war to end war” as means to preserve the international peace in per- 
petuity. 

But the war was also to make the world “safe for democracy.” Has it done 
even that? You know perfectly well that it has not. It has gone much nearer 
to making the world safe for fascism and for communism. 

Did the war improve the human stock? We killed off 10,000,000 of the 
world’s most select male sires, our chief joy and hope for a better human race 
in centuries to come, while millions more of the best human sires are perma- 
nently crippled, or syphilitic, or insane, and so on. 

Any moral improvement? Take, rather mostly force, 60,000.000 young men 
into the trenches, tell them innumerable governmental lies—which, afterwards, 
they plainly learn to be lies—and, on the basis of those lies, order them to 
kill and to kill and to kill other human beings. And then, when they return 
to their own country and to civil life, what do you find has resulted? Why, 
the present moral and spiritual bankruptcy of the world. 

Even the very men who, by means of that war, stole millions of dollars, 
yes, and tens of millions, hundreds of millions, and, in certain notable instances, 
even thousands of millions, have not really gained one solitary cent, because 
to-day the world, as a result of their lie-begotten war, stands trembling on 
the brink of the most absolute communism. These enormously wealthy per- 
sons nominally possess, of course, more wealth by far than they did prior 
to the beginning of the conflict, but they hold it all by a more uncertain tenure. 
Russia, both in Europe and in Asia, is communistic; China is fast becoming 
so; also Germany and Austria are socialist republics. Italy would have had 
a communistic government long ago but for the fact that the Fascists imposed 
upon it an absolute dictatorship (not a democracy) of a different kind. 
France, too, is largely socialistic and communistic. Great Britain is socialis- 
tic by a small majority, and socialistic policies are slowly—as is the way 
about everything in that nation—passing into effect. (The so-called “ Labor” 
party is, in Great Britain, precisely the same thing as the Socialist Party in 
this country and elsewhere. ) 

More money? Yes; but, as stated, held by a far less certain tenure than 
money was held by before the war. What, then, have the millionaires them- 
selves accomplished even by way of furthering their own interests? 

Once again, then: Could that war have been done without? What good 
service has it performed for anybody? Absolutely none whatever. It, on the 
absolute contrary, has well-nigh ruined the world. And, taking the words of 
the highest military authorities that we know, the next world war, if it comes. 
will complete the world’s destruction. 

We must have the war-check vote. 

We must make a complete reversal of our hitherto adopted peace-and-war 
policies, depend no longer on the promises of war makers themselves to make 
no more wars, but give an effective and constitutional check on international 
warfare into the hands of those who do not want such wars to take place. 

It is, I admit, a difficult matter for the leaders of the world to reverse them- 
selves on all that they have hitherto thought and believed about war and about 
peace, to understand clearly that it is precisely the people whose mouths, hith- 
erto, have been closed, and whose hands, hitherto, have been tightly tied, in 
each and every war, who, as to future conflicts, must be permitted effective 
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ballotal utterance, a right to go into a secret voting booth and there tie tight 
the hands of the very kind of people who, hitherto, have had the entire juris- 
diction over peace and over war, and have tied the bands and sealed the lips 
of others. 

To state the entire matter in a few words: To prevent future international 
conflicts (and to prevent them we shall or perish) we must, to an absolute 
certainty. hereafter give a constitutional right to prevent them into the hands 
of those who do not want them. 

There is no other way. 


WEDNESDAY, MAY 20, 1931 


SENATE OFFICE BUILDING. 
Washington, D. C. 


The commission met at 10.15 o’clock a. m., Wednesday. May 20, 
1931, Senate Office Building, Washington. D. C., Hon. Lindley H. 
Hadley presiding. 

Mr. HapueY. The chairman has telephoned he is detained in a 
conference and will be for quite some little time vet, but will come 
as soon as he can. The first witness this morning is Hon. Fiorello 
H. LaGuardia, Member of Congress for over 12 vears: president 
of the Board of Aldermen, New York City, 1919: commander, 
United States Air Service, 1917; commander of the Eighth Centre 
Aviation School and American Flving Force, Italian front. Mr. 
LaGuardia has rendered distinguished service in the World War 
and is well known. not only to Congress, but to the country. He has 
received the decoration of the war cross. 

Mr. LaGuardia, the commission will be glad to hear you in your 
own way. 


STATEMENT OF HON. FIORELLO H. LaGUARDIA, MEMBER OF 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. LaGuarnra. May it please the commission, the subject of 
equalizing the burdens of war and minimizing the profits of war is 
about the easiest to make a speech on, and the most difficult to work 
out in detail. I offer myself as Exhibit A. I have been talking 
about this even before I got out of uniform. In the first speech I 
made in New York, shortly after the armistice, some people were 
good enough to ask me to speak and I was urging a national policy 
that would take the profits out of war and I received a note from 
the chairman of the meeting, “ Please cut that out; tell them about 
your bombing and aviation.” Seemingly my audience did not want 
to hear about eliminating war profits. 

The matter involves a great manv difficulties. As I understand 
the purpose of our resolution and the duties of this commission, it 
is entirely separate and distinct from the question of the prevention 
of war and disarmament. There seems to be some confusion as to 
that. The purpose. as I understand it, is what shall we do in the 
event war is forced upon us. The mere fact that one takes an inter- 
est in the purpose of this resolution is no indication he is interested 
in war, or wants war, and is not doing all he can to avoid war. 

Anvone who contemplates the terrors of another armed con- 
flict, I believe, will see the necessity of providing ahead of time, as 
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far as we can, the necessity of equalizing the burdens of war. The 
safest place in the next war will be in the first-line trenches. The 
casualties among the civil population will be enormous. As peace- 
minded as we may be, of course there is no telling when we might 
be dragged into an armed conflict, or forced into a defensive war. 
We can prevent declarations of war against others but we might not 
be able to prevent others making war on us. I should think we 
onght to profit, as far as we can, by the mistakes in the past. 

There was a great deal of profiteering during the World War. In 
proportion to the magnitude of the World War there were not as 
many outrages and brazen scandals as there were during the little 
Spanish-American War. There was profiteering during the Civil 
War. Now, under our capitalistic system, as I said, it is very easy to 
say, “ We will take the profits out of war and work it out,” but 
difficult to execute such a policy. It must be done! Under any 
system we work out, there are going to be inequalities. In other 
words, we are going to have the casualties of finance, commerce, and 
industry just as we now have human casualties. Just as a group of 
boys is picked out and put into the infantry, while another group 
of boys is picked out and put into the Quartermaster Department 
(which is just as necessary in time of war), and some are shot and 
others not, we are bound to have these inequalities among the civil 
population under a system of taking the profits out of war. We 
simply must be cold-blooded about it. Surely such inevitable in- 
equalities are better than the outrageous favoritisms under the 
present system. 

We either mean what we say or we do not. If we mean what we 
say, the remedies or the system necessary to carry it out are going to 
be very drastic. I have read the testimony of some of the gentle- 
men who have had considerable experience, who appeared before this 
commission, and I want to say, with all due deterenes and proper 
humility, that the fixing of prices, or freezing of prices, is not going 
to take the profits out of war. On the testimony of the witnesses who 
had actual experience—and I think they all did that they humanly 
could under the law to fix and freeze prices during the World War— 
still profits were made out of all proportion to the service con- 
tributed or the material furnished. The trouble is, gentlemen, we 
suffer from chronic national forgetfulness. People who were 
shocked, immediately after the Spanish War, seemed to have for- 
gotten what took place then, and we are gradually getting into that 
state of forgetfulness as to what happened during the World War. 

May I give a concrete illustration. I will read only three short 
paragraphs from the report of a House committee in the second 
session of the Fifty-third Congress, 1893-94, A committee was ap- 
pointed by the House to investigate a contract for steel armor plate. 
Very extensive hearings were held, as you will observe by this large 
bound volume containing the testimony. The report is very short, 
most telling. For instance—and this is right in point of what I 
want to say as to our national forgetfulness—on page 16 of the 
report, the congressional committee said: 

If the criminality of a wrongful act is to be measured by the deliberation 
with which it is committed, the magnitude of the evils likely to result from its 
perpetration, and the want of provocation with which it is done, the frauds 


which your committee have found are worthy to be called crimes. The serv- 
ants of the company— 
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I feel charitable this morning and won’t mention names— 


to increase their gains, deliberately continued for many months to 
commit acts whose natural and probable consequences would be the sacrifice 
of the lives of our seamen in time of war, and we think, perhaps, the dearest 
interests of the Nation. 


Then they continue: 
No fine or mere money compensation is an adequate atonement for such 


wrongs. The commission of such frauds is a moral crime of the gravest 
$ 


character. * * 
. * * The effects of the company, and its superintendents ; ; 


and 


Two of them are dead and one is still very popular, stands high 
socially, industrially, and financially, is still telling his stale jokes 
at banquets and always ready to make patriotic speech— 

+ + * hanve been to satisfy your committee that the armor is up to the 
requirements of the contract, notwithstanding the false reports to inspecturs, 
doctoring of specimens, plugging of plates, fraudulent retreating of test plates, 
and “ jockeying” of the testing machines. The unblushing character of the 
frauds to which these men have been parties and the disregard of truth and 
honesty which they have shown in testifying before your committee render 
them unworthy of credence. 


And yet, gentlemen, one of those men here condemned held a most 
responsible position during the World War—furnished millions, hun- 
dreds of millions, of dollars, of supplies. and again was the subject 
of an investigation after the war parallel to the conditions such as 
I have described here. Unless we change the system in the event of 
another war, he would again cheat, defraud, and earn more millions. 
Yes; I suppose if we were to have another war he would be called 
in again to assist the Government. Perhaps this gentleman believes 
that he is not doing any wrong; perhaps his idea of his duty to his 
stockholders and his eagerness and keenness to make huge profits is 
such that he can not see that the furnishing of inferior materials 
and profiting on such an enormous scale is not only morally wrong 
but criminal. 

That has been the experience of every war and of every country. 
While the soldiers of different countries have their own individual 
and racial characteristics, the profiteers of all countries not only 
act alike. think alike, but they look alike. 

(At this point Secretary Hurley assumed the chair.) 

The question presents itself as to whether or not, as I understand 
the resolution, a constitutional amendment is necessary to carry out 
the intent back of this resolution. I unhesitatingly say that it 1s. 
I fear anything short of a constitutional amendment, with very 
broad powers, would utterly fail in accomplishing the purpose. And 
the time to get a constitutional amendment of this kind is in time of 
peace, when the prospects of war are remote. 

Congress, in its wisdom—lI think I voted for this amendment, too— 
provided that “said commission shall not consider and shall not 
report on the conscription of labor.” That is some of the things 
that we do. I am pretty sure I voted for that amendment. Of 
course, you can not consider the conscription of property and money 
and the conscription of wealth and nationalizing of industry if you 
are going to pay labor war wages. The two necessarily must go 
together. So what I believe caused this amendment is that there 
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was some talk about avoiding the conscription of property, or a 
capital levy, and simply a statute to take the pofits out of war, and 
in order to avoid any plan of conscripting labor and not conscripting 
roperty, this amendment was put in. But it is inartistic and it 
oes not really properly fit. It was not your amendment, was it, 
Mr. Collins? 

Mr. Cotutns. No, indeed. 

Mr. LaGuarpia. It was not mine; but I voted for it. 

Mr. CoLLins. My recollection is we treated this as a joke. 

Mr. LaGuarpia. At that time. But I consider the proposition the 
most important, next to avoiding war, the American people will 
have to solve, 

Mr. Couns. Yes. 

Mr. LaGuarpIa. I think we exchanged this view on the floor at the 
time. If any plan is to go through to take the profits out of war, it 
must do just that thing. In other words, everybody in the United 
States, whether in the infantry, in a bank, or in a factory, will enter 
the service of the country, taking all the chances of war and chancing 
the inequalities that war brings. In other words, to do this we have 
to nationalize all of the industries and militarize everybody from 
Texas Guinan to J. Pierpont Morgan. That is the only way it can 
be accomplished. 

It is difficult, gentlemen, and it is going to involve a lot of details 
and perhaps chaos, but I submit that the present chaotic condition 
of the world to-day is such as not to make us hesitate in trying some- 
thing new. Our present depression and that of the world is no 
doubt due, in a great measure, to the World War. We should not 
hesitate by reason of the magnitude of the task ahead of us. 

Now, it is quite possible that one man’s factory will be used and 
abused and he may come out of the war almost ruined, while 
another man’s factory may not have been used at all—yet no one 
will have made any profits. And I repeat that is also the chances 
that we take in the military service. The doughboy who was learn- 
ing to throw a hand grenade and a stupid corporal standing out of 
danger shouts “Wait a minute; you are not holding it right ”—the 
bomb goes off in the meantime and blows the boy’s head off—is one 
of the casualties of war. The platoon sent out at the wrong time, in 
the wrong direction, right into a machine gun nest, is also a risk of 
war; or the boy who is sent across the line in an observation plane 
that was obsolete before it was built, is also one of the unfortunate 
risks of war. 

Now, war is cruel, hard; nobody wants war. I do not think any- 
body with any responsibility is looking for war; yet, if we are 
going to prepare a system that will take all profits out of war, we 
certainly must be ruthless about it. You can not stop and worry 
about dividends, or the stock ticker, or whether one is going to suffer 
more than the other, because that is inevitable; but I say we all take 
an equal chance on those unequal burdens of war. It is better that 
we do it this way than to have enormous profiteering that was going 
on not only in this country but in every country during the World 
War. I know of one case where one country allied with the United 
States was shipping cotton waste to Switzerland, and Switzerland 
was shipping it into one of the enemy countries to make explosives; 
yet those men were not shocked; they were, according to their light, 
good, keen, sharp business men. 
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I see there has been one suggestion which says that the less regula- 
tions you have and the more latitude you give the better it is. It is 
in certain respects, of course; but where you would have a system of 
universal service and perhaps the giving of script for rations in- 
stead of money, the taking over of all industries and commerce, then 
I believe the details of the manner in which each department should 
function would take care of themselves. 

Without any personal criticism or desire to be critical, there is one 
institution that I would like to see abolished entirelv—and that is 
the dollar-a-year men. They meant well; there is no doubt that they 
meant well, again, according to their light. They were very im- 
portant, I suppose. But what are you going to do under a system 
where the Government is in the market buying from the very indus- 
tries that they represent. They came in here, and with an enormous 
fan-flare of trumpets and the rolling of drums and announcement 
of the sacrifices they were making; and in many instances were the 
representatives of he own industries from which the Government 
officers were buying. Are we to leave it to these men to fix prices for 
their own industries? I say, no. 

I was a Member of Congress when we voted for the war. And 
I think if this commission does nothing else but to educate the pub- 
lic as to what another war would mean, that would be a very useful 
public service. 1 will say, without exaggeration, that 20 per cent 
of the Members of Congress voted for war believing we would 
never send a soldier overseas. I saw the enthusiasm of the House— 
I can only speak for the House—in the desire to give the executive 
branch of the Government everything it needed to carry out the 
purposes of the war. There was no bill, Mr. Secretary, that was 
lag td there was no appropriation that was asked during the 

rst few months of the war 1 was in the House that was refused. 
I came back to the House in 1919, in that special session. I was 
away for several months. The first bill I remember that was called 
up on a record vote was a bill authorizing the payment to contrac- 
tors for loss of profits, where the contracts had been canceled by rea- 
son of the termination of hostilities. That to me was shocking. 
Some people call me a bolshevik, and perhaps I am, but that was 
shocking. We had not yet even started to get our men back from 
Europe and get all of our wounded men back from the hospitals 
of Europe, and yet that bill was actually presented and passed. 
The files of every Member of Congress will show letters from con- 
stituents urging the passage of that bill and complaining against 
the abrupt termination of hostilities. They had just got started, 
they said; we should not have ended the war so abruptly. And 
yet you would find these same men subscribe to the Red Cross and 
make 4-minute speeches, or 3-minute speeches, and most patriotic. 
They believe they are patriotic. It is just a different attitude; that 
is all there is to it. We must create a new attitude of service—the 
sacrifice of life has been accepted as a duty to our country. We 
should not hesitate in establishing a policy of sacrificing wealth and 
money. 

So that any temporizing with this proposition will defeat its 
purpose. 
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You can not freeze prices. A war does not happen overnight, not 
even when a crazy Serbian student kills an Austrian archduke. 
Negotiations and ultimatums were exchanged and it took several 
weeks before Europe got into war, and it took two years before we 
were in the war. And if you take'any price prior to the causing 
of the war, or prior to the declaration of war, that is not going 
to take the profits out of war. Prices at any given time are based 
on profits. Suppose we were conffonted with war six months from 
now and took the prices holding to-day, that is not going to equalize 
the burdens of war and will not answer the purpose, nor would it 
be carrying out what is now generally understood by the term “ tak- 
ing the profits out of war and equalizing the burdens.” 

So the one request I would leave with this commission is, in their 
report, to present a form of constitutional amendment that will give 
the Government the broad, all-«weeping powers that it needs to take 
over property, nationalize industry, stop speculation, and suspend 
all normal gains and profits; nothing short of that will equalize 
the burdens of war. 

I am glad to answer any questions. n 2 

Mr. Haner. Perhaps your last observation would cover the ques- 
tion I was going to'ask—that is, What would be the general import 
of the text of an amendment such as you would suggest ? . 

Mr. LaGuarpra. Well, I think we are several steps away from 
the actual text of a constitutional amendment. 

Mr. Hap tey. I had not intended to boil it down'to that point, but 
the general import of the provision that should be drafted ? 

Mr. LaGuarpia. I think the provision ought to provide that in 
time of hostilities and armed conflict. I would not leave it as to any 
emergency, because at the present time there would be no danger; 
but 75 or 100 years from now you might have an Executive who 
would create an emergency by declaring war on San Salvador in 
order to utilize these powers; but I would say that where Congress 
has declared war in accordance with the provisions of the Consti- 
tution, then and there the Executive shall have power to declare a 
moritorium, stop the issuance of currency, take over all indus- 

tries, and put all citizens on a ration basis. I would make it ver 
sweeping, because, otherwise, what is going to happen is we will 
go through the period of war and then may have a Congress startin 
to appropriate to compensate for inequalities or for other so-calle 
losses. 

Mr. Haptey. Now let us look at the practical side for a moment. 
Do you think an amendment of that kind would pass Congress? 

Mr. LaGuarpia. Oh, Iam not an authority on that. I have only 
been in Congress 12 years. I can not tell what would pass. 

Mr. Haotey. Have you an opinion whether it would be approved 
by the country if Congress submitted it? 


Mr. LaGoarpia. If the country wants to do so, I have still faith . 


in democracy; I have not lost faith in democracy. If they want to 
do it, they can. That is the way to find out. Then, if they do not do 
it, they certainly can not complain of profiteering hereafter. That 
is the only way of putting it up to them. With all frankness. I 
would not put it up to the people of a certain small section of my 
city, but I would put it up to the country. ' 
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Mr. Haptey. Under the Constitution as it stands we have never 
had any difficulty in commandeering property that was necessary 
for military use, have we, in time of war? 

Mr. LaGuarpia. Yes; but you pay for it handsomely. 

Mr. Haney. Yes; we pay for it. That is the point, funda- 
mentally, I had in mind when I asked the former question, whether 
you believe an amendment providing for the nationalization of ail 
industries and the taking over of all property with a definite pro- 
vision that it should not be paid for, would likely pass the voters 
of the country—meet with their approval. 

Mr. LaGuarbIa. If it does not pass, then it is the will of the peo- 
ple we must abide by. Mr. Hadley, when you take a boy and you 
put him in uniform—and the law to do it has not been questioned— 
and he is blown up, we can not repair that loss to him. As far as 
this world is concerned, and as far as we know, he is through; he 
is absolutely through. Now, that being so, it seems to me he gives 
up more than the owners of an automobile factory that finds its 
machinery somewhat depreciated by reason of wear and tear. 

Mr. Haney. Quite so; but you laid down the general premise at 
the outset, as I understood in effect, that in a body composed as 
ours is, complex as it is, and manifold, exact equality and justice 
is not to be realized on the civil side of life, as well as on the military 
side. That is the general basis of your statement ? 

Mr. LaGuaroia. I think war distributes unequal burdens. I do 
not see any way of avoiding that, and you see I am not shocked if a 
war has cost one man $10,000,000 a it has cost the other fellow 
just the use of his factory. I am not shocked, because I understand 
in every regiment a certain percentage of lives are sure to be lost, 
another percentage being wounded and maimed, and another coming 
home. Just like some boy mav be sent to the front for the first 
time in his life and get a fortunate detail and go out and distinguish 
himself and come home decorated and a hero, while another boy may 
be for months and months in the trenches, just as much of a hero 
but never mentioned and never heard of. 

Mr. HanLeY. You understand, of course. these questions are not 
intended to contest any principle you lay down. They are simply 
to evolve the subject and get your views. 

Mr. LaGvrtarnıa. Gentlemen, I realize, as I said, it is easier to talk 
about this proposition than it is to work out the details. There is no 
doubt about it; it is not an easy matter, but after several thousand 
years of experience we surely should not hesitate to try another 
system. 

Mr. Haptey. Suppose such an amendment had been incorporated 
in the Constitution, let us see where we would be better off than we 
are. You would be able to take all property. nationalize it, and 
handle it as you see fit. Have we suffered for the want of that par- 
ticular power in the past? Of course, we have had the profiteering. 
but I am getting at the question, leaving the question of profiteering 
out of it for the moment, would we be any better off than we are 
under the present constitutional provision ? 

Mr. LaGvarpia. Yes. I think we would be better off in this way: 
First, of course, aside from the material side of it, the moral side 
of it, I think there would be a happier country; there would be less 
‘dissatisfaction and grumbling after the war and T do not think 
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we would have seven hundred million dollars a year appropriation 
to look after the veterans. 

Mr. CoLLinNs. The amount exceeds that. 

Mr. LaGvuarpra. Yes; the amount exceeds that. And that is the 
only argument they present, and certainly where you have all sorts 
of casualties—commercial, financial, and industrial along with the 
others—the burdens of war would really be somewhat equalized. 

Mr. Haptey. Referring to that act of 1919—you made reference 
to the passage of an act soon after your return in that special session 
of May, 1919—I think that it was the Dent Act, was it not? Do you 
recall the name of it? | 

Mr. LaGuaroia. No. 

Mr. Haptey. Well, that is immaterial, except for identification; 
but is it not a fact that ¿ct gave no relief for profits realized, or 
profits earned but not realized, but was an act passed in view of the 
fact that contracts were being canceled and it was intended to reim- 
burse the expenses incurred in laying the foundation upon which to 
operate? In other words, it did not deal, did it, with the question of 
profits, either lost or unrealized, but dealt solely with the reimburse- 
ment for expenses of preparation that had been made? 

Mr. LaGuarpia. I will put it this way: It was a necessary act under 
the present system of permitting one man to make money out of war 
and another one to give his life. 

Mr. Haptey. I am just asking you as to the fact—whether the 
premise I stated in the question is substantially true ? 

Mr. LaGuarpra. Yes; I think your description is correct; but I had 
to dramatize it to get the inequality of our present system over. 

Mr. Haptey. Regarding this proviso in the resolution under which 
we are operating, to which you referred, do I understand you to say 
if we give full force to that proviso and respect it, as we must—that 
is to say, we are bound by it, regardless of how it was written into 
the act, are we not? 

Mr. LaGuarpia. Yes. 

Mr. Haptey. And if we give force to it, did vou not indicate we 
could not consistently do the other thing which you ask us to do? 

Mr. LaGvarpia. No. Isay that under a system whereby we elimi- 
nate profits and take property, we could not consider putting labor 
on wages; but it seems to me the function of this commission is to 
make a specific recommendation, as contained in this resolution, 
whether a constitutional amendment is necessary and so to consider 
such an amendment. Then I think it can well comply with the pro- 
visions of the resolution by not making any specific recommendations 
as to the details, but leaving that to Congres: todo. Of course, the 
recommendation of this commission is not final; it will be submitted 
to Congress and that will be considered and a committee will go over 
it; then the House and Senate will have to pass on it, and it will have 
to go tothe States for ratification. | | 

Mr. Haprey. In other words, you think the commission might 
reach a conclusion which would be inconsistent with what we could 

do under that resolution ? | 

Mr. LaGuaroia. I think the commission could reach the conclusion 
that if private property is to be taken for public use during war, and 
a system of equalizing the burdens of war and to remove the profits 
of war, a constitutional amendment is necessary, or is not necessary, 
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as the commission may find. I think then you are complying with 
the purpose of the resolution. ' 

Mr. HapLey. I think the commission will appreciate the frankness 
with which you recognize the difficulty involved in carrying out the 
intent of this resolution, and giving it full force as written. 

Mr. LaGuarnia. It is difficult. 

Mr. CoLLixs. Mr. LaGuardia, from what I understood of your 
testimony, you realize we can not escape inequalities even in service. 
Your proposal is merely to put human beings, as a class, on an 
equality with property as a class? 

Mr. Gta: Y es. 

Mr. CoLLixs. In other words, for it to be legislation as to certain 
classes ? 

Mr. LaGuarpia. Exactly. 

T CoLLins. And that is as far as you think it is practicable to 

O 
j Mr. LaGuarpia. Equalizing the chances of assuming the inequali- 
ties of war, instead of guaranting to a few fortunes out of war. 

Mr. Couns. In other words, you think a manufacturer’s son 
ought to be treated with the same consideration as the soap that he 
makes, if he is a manufacturer of soap? 

Mr. LaGuarpia. I do not hesitate a moment in taking his soap 
away from him, or taking his automobile away from him; but I 
always hesitated when I had to send a man across with motors we 
knew were just about able to make it. 

Mr. CoLLins. As I understand your testimony further, it is your 
idea the commission should merely consider the advisability, if a 
constitutional amendment be agreed upon, of taking the profits out 
of the use of the property taken, and not the actual taking of the 
property ? 

Mr. LaGuarpia. Well, I go a little above that. 

Mr. CoLLiNs. I thought you said you wanted to return the man's 
property to him. 

Mr. LaGuarpia. Oh, I would return his property as is. 

Mr. CoLLixs. That is what I say. That is simply the taking of the 
use of the property. 

Mr. LaGuarpra. I did not want to be understood as saying I 
would pay for his property. 

Mr. CoLLixs. I understand. 

Mr. LaGuaroia. After all, suppose a man or group of people in a 
corporation own an enormous plant and suppose an enemy invades 
the country: He loses that plant. After all, the amount that is 
taken from any individual, or group of individuals, is in proportion 
to what that man or group of men have at stake in the event of an 
unsuccessful war, So he has no kick coming. 

Mr. CoLLins. There would be no necessity for the keeping of the 
property after the war? 

Mr. LaGuarpia. No. 

Mr, CoLLixs. So all you would figure on doing is to take the use 
of the man’s property? 

Mr. LaGuarpia. And give him back what is left. 

Mr. CoLrixs. For instance, if some farmer out in Missouri, or in 
my State, had a cow, there would be no necessity of the Government 
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taking the cow, and all we would do would be to take the use of 
such property as the Government felt it needed ? 

Mr. LaGuarpra. Exactly. We would treat your farmer’s prop- 
erty as we would the New York Stock Exchange; give them back 
their building after using it during the war. 

Mr. CoLLins. It has been suggested to me that the commission 
could even go so far as to provide that the salaries of civilians 
should not exceed the salaries paid to soldiers. 

Mr. LaGuarpia. Oh, I stated that. I would put all on rations; 
put everybody on rations. 

Mr. Couns. That is all. 

Secretary HurLey. Congressman, have you worked on a proposed 
amendment to the Constitution to carry into effect the views which 
you have expressed ? 

Mr. LaGuarpia. I have not drafted one, but I would be glad to 
submit one. 

Secretary HurLey. Will you please submit one? 

Mr. LaGuaroia. I shall. 

Secretary HurLey. Because with the various suggestions that are 
coming to this commission, it would be very helpful 1f men like your- 
self, who are able to do so, will put their suggestions into concrete 
form for us, so that we will have them before us to consider. 

Mr. LaGuaroia. I will be glad to do that. 

Mr. HanLey. There is one question I would like to ask: You com- 
mented in the early part of your testimony on the price-fixing 
method, and critically, 1 might say. Have you given definite con- 
sideration to the constitutionality of that method? I ask it because 
I know you are a very able lawyer and perhaps you may have 
considered it? 

Mr. LaGuarpra. Well, I think I am so biased on the feasibility 
or desirability of any such system that it would affect my judgment 
in passing upon its constitutionality. I say that to do that consti- 
tutionally, in the face of existing decisions and customs, would not 
require much more of an effort than to carry out the extreme plan 
that I offer. I do not hesitate to take issue with anything that Mr. 
Baruch said. I do not like to take issue with anything Mr. Baker 
said, because I have great respect for his ability, yet I can not agree 
with him in this instance. 

Secretary HurLey. I have in mind that, while that was applied 
in the World War, during a future war conditions might arise under 
which it might not be met with the high acquiescence and readiness 
it was then. Therefore it is important to know under the conditions, 
whatever they might be when it was applied, whether it would be 
contestable. I realize what you say is quite true, that one’s prejudice 
against a policy might be such as to warp his judgment somewhat 
on the legality; yet, as a lawyer, one can sit down on one side and 
disregard the other. 

Mr. LaGuaroia. I think this: If any such system of freezing prices 
and fixing prices as was carried on during the last war were adopted 
as a policy, there would be no constitutional question raised, because 
it was so profitable that everybody would be for it. But the minute 
we begin fixing prices or freezing prices which would in any degree 
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tend to take the profits out, then we come in conflict with existing 
constitutional provisions. 

Secretary HurLey. I just want to clarify a colloquy between you 
and a member of the commission. Congressman Collins had some 
colloquy with you about the different kinds of property to be taken. 
I think possibly you want to clear it up. You say if you take prop- 
erty for use during the war, having used it, it should be returned as 
is to the owner. 

Mr. LaGuarpia. Yes. 

Secretary HurLey. Then you spoke, or at least Congressman Col- 
lins spoke, of the taking a cow, for instance. The only purpose of 
the taking of a cow would be to eat it, would it not? 

Mr. LaGvaroia. Or to milk it. 

Secretary HurLeY. Well, we did eat some beef over there, I think, 
didn’t we? 

Mr. LaGuarpia. Yes, we had beef once in a while. 

Secretary Hurtey. You could not return those cows and steers as 
is, could you? 

Mr. LaGvuarpia. No, sir. 

Secretary HurLeY. What would you do about them? 

Mr. LaGuarpra. The same as you do with the doughboys that 
are shot. You can not return them. 

Secretary HURLEY. You can dramatize it as far as you want, but 
I have asked you a question and I would like to have your honest 
view about it. Would you pay for the cows you take from the 
farmer, or simply take them and eat them and say the farmer has 
Jost that much ¢ 

Mr. LaGuarpta. I would do just that. 

Secretary HurLeY. And you would return the factory? 

Mr. LaGvarpia. Yes, sir. 

Secretary HurLeY. And you could return the factory, possibly 
a little abused, but you could not return the cow. There is an in- 
equality I would like to have you address yourself to, because this 
becomes a large question for us to decide. There are some of those 
things you can return as is, but some are absolutely obliterated and 
destroyed. 

Mr. LaGuarpia. Oh, no. Where expendable property is taken it 
would all be treated alike. I think the cow may be comparable to 
the taking of ores out of the mine or oil out of the well. 

Secretary HurLeyY. You can not restore it. 

Mr. LaGuaroia. You can not restore what is consumed. 

Secretary HurLeY. Now we are talking about equalizing the bur- 
dens. I think you have confessed, as every intelligent man will, that 
is a physical E 

Mr. LaGuarpia. It is difficult. 

Secretary Hurtey. To equalize the burdens. 

Mr. LaGuaropia. It is. 

Secretary HurLeY. And what I am trying to get at now is your 
idea of a way to approximate and equalize between the citizen whose 
property you take and use and can not return and one whose property 
you have used and still can return something. Do you see any place 
to equalize the conditions between those two? 
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Mr. LaGuarpia. Of course, it is extremely difficult, because the 
moment we start with one, then, of course, you have to carry through. 
Then you immediately come to the question of values, just compensa- 
tion, and equal compensation. And while I am sure when you say 
“We will take the oil out of the Standard Oil Co.'s well,” that would 
not shock anybody, still, Mr. Secretary, when you talk about that 
farmer and his cow 

Secretary HurLeY. That shocks, does it not? 

Mr. ICRA That shocks, and also raises other questions. 

Secretary HurLey. That is what I am trying to get at, because I 
am afraid that men who come before the commission and suggest to 
the commission a sweeping way to do this and do not give us the 
details behind it, might lead us into more trouble than we are in 
now, if we could not get at the most intelligent view of those details. 

Mr. LaGuarpia. Mr. Secretary, before you came in, I stated this 
subject was the easiest to make a speech on and the most difficult 
to work out in detail. I started off in that way. I would advise 
the taking material, whether livestock, chemicals, minerals, or agri- 
cultural products, on a percentage-levy system—taking first a pro- 

ortionate amount of what each may own of any given commodity. 

hen the farmer with one cow would not have to deliver that one 
cow until the Government reached a levy of every cow—or a hun- 
dred per cent levy of cows. 

Secretary HurLey. Now, let me get this so that you can see we are 
together. I agree with you it is unpatriotic, as well, I think, as dis- 
honest, to require one man to die for the Republic while another is 

rofiting by war. I think that is a premise we can all agree upon. 

at we are engaged on now is an attempt to find a solution where 

we can equalize the burdens and eliminate the profits of war. Now, 

I would like to ask vou, because of vour experience on both sides of 

this question, if you will devote yourself to suggesting either a 

statute or constitutional amendment that would carry into effect your 
views upon the subject ? 

Mr. LaGvaroia. I think it is a very reasonable request to make of 
any witness who comes before this commission and I will do the best 

can. 

Mr. CoLrrns. Just one more question in line with what Secretary 
Hurley has just said. Under your proposal of a constitutional 
amendment, there would still be inequalities between individuals 
who went to war and the individuals who staved at home and whose 
property was taken for public use. But do you regard the inequali- 
ties that would exist after that amendment was passed as large as 
the present inequalities ? ns 

Mr. LaGvarpia. Oh, no. And I think the safety and permanency 
of our Republic depends upon that, too; because it is easy for people 
to get along in victory, Mr. Secretary, as you know; but no one can 
tell what would happen in the event of an unsuccessful war. 

Secretary HurLeY. Thank you very much, Congressman, for the 
enlightenment you have given the commission. 

The next witness is Mr. Tucker P. Smith, secretary of the Com- 
mittee on Militarism in Education, of New York City—a peace 
organization interested in the educational implications of our war 
and peace policies. 
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STATEMENT OF TUCKER P. SMITH, SECRETARY COMMITTEE ON 
MILITARISM IN EDUCATION OF NEW YORK CITY 


Mr. SmrrH. Mr. Chairman and members of the commission: I 
had prepared a brief written statement yesterday; but after looking 
it over, I believe I would prefer to speak from notes. 

We are particularly interested in some of the educational effects 
on public opinion of any report or findings which this commission 
may see fit to make. We are particularly concerned with the way 
in which the public is going to think and feel about your findings. 
I can not agree with Congressman LaGuardia in that this commis- 
sion is dealing solely with war-time measures. The public feels, 
rightly or wrongly, that the task that has been given you deals quite 
as much with preparation for peace, and that what you are doi 
is not only preparing a scheme to conduct war effectively and 
smoothly, but that you are supposed to be preparing a program 
which will make war less likely. Now, whether the public is right 
or wrong in that supposition, that is the supposition I find about 
the country. It happens to be mv task to go about the country 
working on that sort of thing. So, with that background in view 
I would like to comment upon certain educational implications of 
the task that you have been given. 

War has come down to us as a custom and tradition from our 
tribal and semibarbaric past. Our new industrial and commercial 
community is such a new thing, and scientific warfare is such a new 
thing, that most of us still think of war and the relationship of 
of war, to life in general, in terms of our far away background— 
not so far away in years, but now far away in the nature of life. 
And that error has led to a number of false assumptions underlying 
the task the public thinks it has given you. 

As I see it, they have asked you to do some things that are im- 
possible, some things that would be quite disappointing and decep- 
tive if you did them, in that they would not bring the results they 
expect them to. They are expecting you to do some things the con- 
sequences of which would be quite dangerous, if you did them. Just 
a brief glance at each of those categories. In the first place, you 
have been asked to take the profits out of war. There 1s back of 
that assumption the thought that the desire of a small group of 
individuals for excessive profits has a great deal to do with the mak- 
ing a war. A great many people say, for example, “If we could 
take all of the Wall Street capitalists and all of the Washington 
politicians and line them up against a wall and shoot them, or draft 
them into the front-line trenches where they would be killed first, 
we would not have any more wars.” ‘That is the common man’s 
crude way of expressing his thoughts on the blame for war;° that 
is his statement of war guilt, if you please. He believes you will 
make war less probable by a rigid elimination of the profits. It 
seems to me that assumption is fundamentally unsound, because 
wars in our day do not come out of the machinations and the deviltry 
of a few men in Washington, or of a few men in Wall Street; they 
come rather out of the long-time and broad national policies of 
imperialism and militarism and all of their ramifications, which 
bring nations to a point that may make it possible for small groups 
of individuals to be unusually influential. The thing the public 
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should understand is this, that these particular policies to which 
they subscribe and which they in the main are in favor of carrying 
on in peace time, are the real causes of modern war, and that the 
mere catching of a few lucky profiteers will not make a fundamental 
difference in the making or ın the frequency of war. 

Now we are most anxious that the report of this commission make 
it perfectly clear that that is the case and that any measure you may 
adopt to recapture certain profits which certain men find it possible 
to make, due to the exigencies of the situation, that these measures 
are primarily financial measures of paying for the war, and are not 
peace measures for preventing war. It would be a mistake to think 
that after you have set up a taxation system for recapturing excess 
profits, recapturing big incomes, you have made a fundamental 
contribution to the prevention of war. ; 

In the second place, you have been asked to equalize the burdens 
of war and to prepare some sort of scheme that will make the system 
run smoothly. Now, as I see it, that proposal has sprung from the 
vague discontent we all have with the burdens of the World War. 
The World War bore down heavily upon most folk and, caught in 
that situation, they have blindly struck back and have frequently, 
I take it, struck at the wrong person; they have struck at the wrong 
forces; they have seized upon what seemed to be the guilty party, 
the guilty individual. They say “ If only this or that could be done,” 
and usually their proposals are very vague. I have studied care- 
fully every word of your printed testimony and I am struck by the 
number of men who have come before you saying we ought to do 
some general thing like this and then, Mr. Chairman, have com- 
pletely fallen down on your specific request for definite ways in 
which to do it. It is simply a vague, blind protest against the bur- 
dens of war. 

The burdens of war can not be equalized, because war in our day, 
the kind of war we fight, is such an upheaval of our ordered lives 
that you can not foresee the incidence of its burdens; you can not 
set up ahead of time, it seems to me, a scheme which will equalize or 
fundamentally lessen its burdens. We are most anxious that your 
findings take cognizance of the fact that the burdens of the World 
War are the burdens of war and not necessarily the burdens laid upon 
the people by a few groups of politicians and a few groups of capi- 
talists. It is the war system itself which is bearing down upon 
humanity in this kind of world, and they may catch a few of those 
capitalists and they may catch a few of those politicians and make 
them goats, but war will go right on bearing down upon the rest 
of us, and the next one will bear much more heavily than the past. 
So we urge that your report point out that the only hope for really 
relieving the burdens of war upon man is to prevent war. That is 
the only way to make any material difference. 

Now, some men may be made to bear more, but the rest of us will 
not necessarily bear less. You may be able to capture some capi- 
talist who has run away with his profits and say, “Come back and 
give them up,” and that may bear down a little more on him, but the 

oy who got shot will be just as dead and the ordinary man will 
have borne just as much. 

In the third place, you have been asked to prepare to prevent 
war through preparation for war. That phrase represents a widely 


— 
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held notion that war is essentially brought about by some bad 
nation attacking us without provocation a that if we prepare our- 
selves effectively to squelch them, when they do so, they will recog- 
nize the danger of an attack on us and will be good. Now, there 
are two fundamental fallacies back of that assumption. The first 
one is that wars come about in our day out of a blue sky of friendly 
relations between nations; when, as a matter of fact, they do not. 
They result from a period, usually a long period, of all sorts of 
contentions and rivalries—the applicgdon of war methods to eco- 
nomic processes which bring us into a growing tension. Along 
with that does our piling up of armaments in an effort to ward each 
other off, really increasing the tension; and, finally, the pile gets 
so high that it falls over. We are anxious that your report recog- 
nize that no manner or degree of technical, military, or industrial 
PENT is going to guarantee peace, but that what such a high 

egree, of technical, industrial, and military preparedness will really 
do is to set up the processes of the inevitable military time table— 
one of the major forces in precipitating modern wars. It works 
like this. One side starts to prepare. It prepares and prepares. 
Other States follow suit. No State will admit that it has any aggres- 
sive desires, therefore each insists that its preparation is purely de- 
fensive, and that idea is universal. They look at each other across 
the sea, or across the boundary and say, “ That fellow is getting 
ready to attack us.” That is what they all say. The more they 
prepare, the more this element comes in. If two groups of nations, 
or two nations, are about equally prepared and both effectively 
di to strike quickly and thoroughly, the nation that strikes 

rst gets a tremendous military advantage. So in the event of a 
crisis, the wisest military thing to do is to get in your blows in 
the first 24 or 48 hours and get them in hard. If you can get them 
in before a declaration of war, it may mean the difference between 
victory and defeat on the field of battle. 

That situation places a premium upon the disregard of peaceful 
possibilities, a disregard of peaceful overtures, peaceful machinery, 
and actually offers a reward to the nation that goes in before war 
is officially declared. It is the military time-table. It places the 
military strategist in charge of events in a crisis and makes vour 
peaceful statesmen almost helpless in the face of military necessity. 

Now, we are anxious that your report recognize that fact in 
order that the public be not deceived as to the consequences of any 
elaborate scheme of industrial or military preparedness on our part. 
A degree of disarmament which makes it apparent to all peoples 
that you are not capable and are not intending to strike imme- 
diately and ruthlessly, seems to be a necessary condition for the 
carrying on of any peaceful negotiations. 

The World War ruthlessly illustrates that point. Every nation 
in that highly prepared ring knew that the first 48 hours would make 
a great difference, and every nation was determined that, come 
what may, it would get those advantages. Now, if we want to 
prevent war by preparedness, the kind of preparedness must be 
a degree of disarmament which makes it obvious that such a situ- 
ation does not exist. It gives a period and a chance for peaceful 
negotiations. 


OA eee, 
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Now, Mr. Chairman, the world is facing a general disarmament 
ronference in 1932. It would seem highly inappropriate that this 
commission, which may very well report at about the time that 
conference is to begin work, should propose an elaborate scheme for 
additional preparedness. It would seem wiser that our country do 
what it can to make that disarmament conference a success. I real- 
ize that disarmament is not the job of this commission, but the 
commission can in its report recognize that factor. 

To summarize, Mr. Chairman, we believe that your report. has 
wide educational implications for public opinion. The country is 
following your deliberations; they are thinking that what you are 
doing is a peace measure and we hope that you will keep that in 
mind and that your report will be based upon these rather apparent 
facts about the nature of war in our kind of world; that your re- 
port will recognize, in the first place, that wars do not arise prima- 
rily out of the manipulations of a few devils, whether they live in 
Washington or live in Wall Street, but out of great national poli- 
cies. And, if I may say so, the people of Missouri and Iowa prob- 
ably support many of those policies about as enthusiastically as 
those in Wall Street, and the public support of those policies does 
make it possible for a few interests, a few propagandists, to manip- 
ulate the rest of us; but we can not fairly or accurately place all of 
the blame on a few men. 

In the second place, you can not in modern war—and there is 
not much use trying—make its burdens bearable. They will be 
unbearable under any plan. It is a question of preventing war. If 
it comes, it will be just plain chaos and slaughter; it must be pre- 
vented. That is the only way to get away from wars’ burdens. 

In the third place, your report must recognize that real military 
preparedness that envisions the ability to strike hard and fast, makes 
peace almost impossible in a crisis, and that the task before human- - 
ity is a task of getting a degree of disarmament that will prevent 
that situation on the one hand; and, on the other hand, our task is 
building up peaceful methods and attitudes which can be substitutes 
for this hang over of war. 

I thank you, sir. 

Mr. Haptey. Just one question. Do I understand from your 
general statement that notwithstanding the expectations under the 
terms of the resolution with regard to the removal of profits, any 
action that we might take or recommend to Congress, or to the 
President, with reference to the recapture of profits, or equalizing 
the burdens of war currently with war, such as price fixing, for 
instance, or the adoption of any other measures that seem to mini- 
mize the burdens complained of and which occasioned those results— 
that such action on the part of the Commission would not be de- 
sirable or recommended by those for whom you speak? 

Mr. SmitH. My point was this, Mr. Hadley 

Mr. Haptey. I put that question to distinguish—I realize your 
principal point. 

Mr. Situ. Yes. 

Mr. Haptey. That is beyond what I am asking. We are actin 
under the specific terms of an express resolution of Congress an 
various suggestions have been made along the lines indicated, and 
others of course. I have not attempted to summarize them at all. 
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But if any of them, in the judgment of the commission. were feasi- 
ble, practical and desirable. is it your suggestion that it ought not 
to recommend tho: e. even though under its general powers it could 
not go so far as you recommend ? | 

Mr. Smitu. I would say, sir, for example, if you wanted to rec- 
ommend great increases in excess profits taxes and much higher 
income taxes, in the event we permit war to come about, as a means 
of financing that war, that certainly is in the power and duty of the 
commission, as I see it. But I hope you will make it clear that such 
taxation is a measure of war finance and not a peace measure. That 
is my point. You obviously are given the duty of making some 
kind of recommendations along that line, but I want you to make it 
clear they are war measures and not peace measures. 

Mr. HabLeY. Your thought on that side of the equation, namely, 
the peace side strictly pakur: is that the action of the commission 
should only be in the nature of the advisory recommending of meas- 
ures and declaratory of peace policies? 

Mr. SmITH. I am afraid I did not get that, sir. 

Mr. Haptey. The point is whether or not, looking at the peace 
side of your statement—and you distinguish between the peace and 
war side—the commission could do anything under the terms of this 
resolution except to suggest, in an advisory way, educational meas- 
ures to the people through Congress. | 

Mr. SmrTH. Under the terms of this resolution, as I see it, you 
are limited pretty largely to war-time measures, war measures, mili- 
tary measures. Peace measures might be suggested, but the intention 
of this resolution is military. 

Mr. Haney. That is exactly the point I wished to develop, to see 
whether you took issue with that, or whether that is sound, as it 
seems to me it is. 

Mr. SmItH. I think that is fundamentally sound, sir; but the 
public is not quite looking at it that way. I think the basic public- 
opinion drive back of this movement 1s the desire for what they 
believe will help prevent war, and you may very well point out this 
is a war measure and not a peace measure. 

Mr. Haptey. Having in mind the limitations of the resolution and 
the jurisdiction of the commission, and your broad relation to the 
general subject to which you speak, and the attitude of the public 
mind on it which you express, 1s what led me to ask that you state 
in the record, as you have now done, your view of our limitations 
and what we have the power to do. Because the commission might 
be subject to criticism in the mind of the public to which it was not 
entitled at all, and your statement broadly made, as you have made 
it here, might go far toward educating the public on the limitations 
of the commission. That is all. 

Mr. Coins. As I understand your statement, you are merely 
stating that if we adopt any resolution or proposal which would be 
calculated to put human beings more on terms of equality than they 
are under the present constitutional limitations, that would be a war 
measure rather than a peace measure? 

Mr. SmITH. Yes, sir. 

Mr. CoLLINs. That is your idea? 

Mr. SmttH. That is my feeling, sir; yes, sir. 

Mr. CoLLrxs. Right on that line, suppose we should propose a 
constitutional amendment that would provide that Congress should 
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have the power to take private property for public use during war 
without profit to the owners of the property, do you or do you not 
think that would be a very excellent way of ne pug many people 
from proposing war who would otherwise propose it 

Mr. Smiru. That question involves a lot, sir. First is the prac- 
tical question of whether you could ever get away with such a 
proposal, which I doubt. 

r. CoLLins. Well, suppose we could? 

Mr. SmrrH. Well, if you could, it is my own opinion that men 
are men first and business men second, and that these so-called 
profiteers are largely and in the main moved by the same emotions 
that move you and me, and that the willingness with which they 
would support a movement like war is tied up with patriotism, 
powerfully; that their proiits come more as a result of the incidence 
and exigencies of events than as a result of devilish manipulation. 
Furthermore, I am not unmindful of the very excessive profits that 
are made in o time by the same methods they are followed in 
war time, and I seriously doubt that even if you got away with such 
an amendment, which I do not think you will, ıt would be a great 
deterrent to war, because people go more or less insane when they 
consider war. That is my guess. 

‘Mr. Corns. I do not know. whether. we could. get away with it or 
not, but certainly I can not see it would be a bad thing to try it. 
I doubt very much myself whether we could get away with it, 
because I doubt whether people are telling the truth largely when 
they say they are opposed to war, because I think a large majority 
of the people of this country actually love war. 

Mr. eae I did not say, sir, that I was opposed to it; I said you 
could not get away with it and it would not le a great aid to peace. 

Mr. CoLLins. Well, if we could get away with it, do you think it 
would be a deterrent to war? 

Mr. SmITH. Not a great one; because in an emergency when a 
nation is considering a drastic move like war, reason is largely cast 
aside and great traditional drives come forward which sway men 
against their own life and property interests to do things that will 
annihilate them physically, spiritually, and financially. And that is 
not a situation that will be prevented by the anticipation of losin 
their cow. If they won't now, in the face of losing their sons, stan 
against war, I do not believe the taking of their cow will stop war. 

ou have to go away back of that. 

Mr. CoLLixs. One more question. Were you ever in a war? 

Mr. SmitTH. I was in the American Army, sir, during the last 
war. I did not get across. I volunteered. 

Secretary HurLey. Mr. Smith, I have been deeply interested in 
your suggestions. 1 would like to ask you a few questions about 
yourself, 1f you do not mind. 

Mr. SMITH. Yes, sir. | 
_ Secretary Horey. What is the nature of the organization that 
you represent? 

Mr. Situ. It is a peace organization, Mr. Chairman, interested 
retty much in the kind of questions I have tried to discuss here. 
t carries on a continuous educational program trying to substitute 

what we believe to be peace policies for war policies, and trying to 
build the kind of attitudes and understanding and faith in the kind 
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or that should be put in the place of war methods. Is that 
clear 

_ Secretary HurLey. Yes; that is sufficient. You spoke about the 
limitation of armies? 

Mr. Situ. Yes, sir. 

Secretary HurLeY. As one of the important methods. Do you 
think, considering your knowledge of world affairs, that the Regular 
Military Establishment of the United States, which is now smaller 
In proportion to its population than any nation in the world, is an 
excessive military establishment ? 

Mr. Situ. I think that depends upon the angle from which you 
view it, Mr. Chairman. We can find very convincing arguments to 
show ourselves it is not excessive; men abroad can find ar ents 
that will convince them it represents a tremendous outlay A peers 
diture on military preparedness. 

Secretary HURLEY. You do, however, in speaking about the cost 
of war, in your analysis distinguish between the cost of the main- 
tenance of the establishment and the cost of future wars in bonuses, 
hospitalization and betterments for the men who participated in the 
war, or wars? 

Mr. Smitu. No, sir. To me the cost of war is the cost of retain- 
ing military institutions and military mindedness with its conse- 
quent effect upon peace-time business, pi the cost of the catas- 
trophe of actual warfare, plus the cost of trying to clean up the mess 
that is the price of war for our culture, for our society. All of 
those things must be charged against war; not against the Military 
Establishment as such, but against the war system. 

Secretary HurLeY. Taking the size of the present Military Estab- 
lishment of the United States, do you consider it of such magnitude 
as to be a menace to the peace or happiness of any other nation in 
the world? 

Mr. SmritTH. I think, sir, the size of our Military Establishment 
has to be weighed over against our foreign policies, and I am sorry 
to say I think our constructive measures along lines of building 
peace machinery. and along lines of peace-minded economic policies. 
are not sufficiently great to compensate for what seems to be a smaller 
Military Establishment. Do you get my point of view? 

Secretary HurLeY. Yes, I do; but what I am trying to get at is 
you take the round figures, including some that are really not mili- 
tary components, but officers and men, constabulary, and so forth, 
amounting to 130,000 men out of 123,000,000 people, do you consider 
there is anything in that which appears overwhelming ? 

Mr. Situ. From our viewpoint, Mr. Chairman, the Military Es- 
tablishment is much larger than 130,000 men. I think the Military 
Establishment is all of those men who are in any way connected with 
our military affairs, and the number is much larger than 130,000, 
as you well know. 

Secretary HurLeY. Then you would include in the Military Estab- 
lishment the National Guards of the States! 

Mr. SmITH. I would. 

Secretary HurLeY. And the citizens military training camps? 

Mr. SmtTH. Yes. 

Secretary HurLeY. And the reserve officers’ organization ? 
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Mr. SmrrhH. From their political and psychological effects, most 
certainly, yes. Their military value is another question. 

Secretary HurLeY. Then you come down to the question of where 
our people, I believe, are traditionally opposed to a large standing 
army. Would you eliminate all training of civilians so as to save 
them hardships and possibly save their lives in time of emergency? 

Mr. SmriTH. I am not sure I get specifically what you mean. 
Would you mind repeating? 

Secretary HurLeY. Well, you consider all these citizen components 
as part of the Military Establishment? 

Mr. SmrrH. Yes, sir. 

Secretary Hurtey. Would you eliminate the training of those men 
as a peace measure? 

Mr, SmITH. It is my own conviction, sir, that the country would 
be more secure if it pursued a much more aggressive peace policy. 

Secretary HurLey. Well, of course, that does not answer my 
question. I am one with you in pursuing an aggressive peace policy; 
but, again, I am trying to get some details. Asa Republic, we have 
usually sent men to battle unprepared, with tremendous sacrifices, 
suffering, loss of life. Would you eliminate the training of citizens 
entirely, as a peace measure? 

Mr. Smitu. I think back of that assumption, Mr. Chairman, which 
is a very widespread one, is a notion that had we had the technical 
military preparedness you suggest we might not have had suffering 
and sacrifice. It is my own reading of history that we very probably 
would have had more; because, as Tedy the results of those nations 
that have had what you might call an effective degree of military 
preparedness, they were not able to avoid suffering, sacrifice, and 
loss of life on the field of battle. As a matter of fact, has not war- 
time experience shown generally that some of what they thought 
to be the best-trained military men turned out to be failures from a 
technical military standpoint? Modern war changes so rapidly 
that military training does not save life. But, of course, I would yu 
back of that and say that a more progressive peace policy headed 
in the direction of relying upon peaceful means is the only road to 
security. | 

Secretary HurLer. Then you would not be prepared to defend 
the Nation against an outlaw nation which did not have the same 
standards and ideals that you have proposed ? 

Mr. SmrrTH. If you do not mind my saying so, sir, I think that 
is a highly hypothetical and speculative situation which I can not 
imagine happening. I just think that term “ What would you do 
if an outlaw nation attacked you,” is about like saying “ What 
would you do if the moon attacked you.” RA 

Secretary HURLEY. Let us get it concretely. Say, in order to 
control our thugs, gunmen, and bandits we disband the police 
forces of the large municipalities, relying upon the gunmen to abide 
by the principles of the Sermon of the Mount. | 

Mr. E 1 see absolutely no analogy, Mr. Chairman, between 
gunmen and our neighbor nations—absolutely no analogy. We 
have no neighbor state to whom you could refer as an outlaw or 
brigand, or murderer. No, sir, there is no analogy. I strongly 
favor not only the police force we have, but a far ‘te one; but 
the principles are different. i ae, 
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Secretary HurLey. All right. Of course, when you say “ neigh- 
boring nation,” then, we have no one who acted as an outlaw in 
bringing on the World War? 

Mr. Smrru. Mr. Chairman, we were all outlaws in the sense that 
we cast overboard the finer side of our culture that we had la- 
boriously built up in peace time. We were all outlaws to that 
extent. 

Secretary HurLeY. That is just the very point I am trying to 
get to; that is what I was trying to get your expression upon, and 
your idea is that in a time when the world is pervaded with such 
an atmosphere, we should be totally disarmed ? 

Mr. SmITH. My notion, sir, is that in a time when the world is 
pervaded with such an atmosphere, depression, and suspense and 
nervousness as it is now, that our stake in the maintenance of peace 
behooves us to move heaven and earth, through our peace-time 
policies, through our military and naval policies, to do everythin 
we can to relieve the tension. History and geography have bot 
been kind to America, and have given us an unusual opportunity, 
sir, to lead in that sort of a 

Secretary Hury. Do you think we have led in that sort of thing? 

Mr. Smrrm. There have been times, sir, when we have. It is my 
own feeling that we have not recently done so, as much as we might 
have. 

Secretary HunrLeY. You have given the world situation serious 
consideration and you do not think that the United States is lead- 
ing in that field now? 

r. SMITH. I do not, sir. We have left much undone. 

Secretary Huruey. I do not care to say anything except that I 
could not agree with you on that thesis at all. 

Mr. Smrrg. Of course, I could document my position, if you 
would like; but I take it it is so obvious there are many thi we 
have not done that many other States have done, and those things 
are so open to misconstruction abroad. We certainly are not looked 
upon now as leaders in the field of building peaceful methods and 
machinery. 

Secretary HurLeY. Who do you suppose brought about the Wash- 
ington and London Limitation Conferences? 

r. SMITH. I think we had a very fine part in the first; I think 
we might have done far more at the latter. 

Secretary HurLeY. Do you not think, as a matter of fact, the 
United States Government called both of them? 

Mr. Smurn. I would like to say that my notion of disarmament is 
a little broader than merely throwing away guns. It implies doing 
things in the place of guns, and right in the role of doing things in 
the place of guns have we been weak. I am not unmindful of the 
fact we are outside the World Court; and, with all its faults, we are 
outside of the League of Nations, and in many other regards, sir, 
in our economic policies so far as they affect foreign affairs, we 
are certainly not in the vanguard of progress. I wish we would 
think of such means to security as the best patriotism. 

Secretary Hurtey. Have you anything further you would like 
to submit as to the action which should be taken by this commission ? 

Mr. Smirx. If you will permit, sir, after I have seen my testi- 
mony and what it looks like—I have spoken extemporaneously—I 
might wish to add to it. 
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Secretary HurLeY. Thank you, sir; we will be very glad to have 
you do it. 

The next witness will be Hon. Arthur A. Ballantine, who is As- 
sistant Secretary of the Treasury. Mr. Ballantine is a member of 
the law firm in New York of Root, Clark, Buckner, Howland & 
Ballantine. and was instructor in the Harvard Law School in 1907- 
1909, and was also Solicitor of Internal Revenue, 1908. 


STATEMENT OF HON. ARTHUR A. BALLANTINE 


Mr. Ballantine. Mr. Secretary and gentlemen of the commission 
it was suggested to me by the Secretary of the commission that Í 
appear here to say something from the standpoint of Treasury ex- 
perience as to taxation policies in time of war. Complying with 
this request 1 shall be glad to make a brief statement and then to 
answer any questions so far as 1 can. The Treasury will be pleased 
to furnish to the commission any of its available information which 
the commission may request. 

- My present connection with the Treasury is recent, but as Solicitor 
of Internal Revenue in 1918 I had contact with the administration . 
of war-revenue laws and the development of war-tax measures. 

In the light of past experience any plan of war-revenue legislation 
should include a war-profits tax designed to bring into the Treasury, 
so far as practicable, the entire amount of profits due to the war. 
The need of the Government for funds to support the war and the 
general desire expressed before your commission and by the forma- 
tion of your commission to eliminate profit from war would both be 
furthered by such a measure. What I wish principally to do is to 
discuss the formulation of such a war-profits tax suitable for a 
national war emergency. Before doing this 1 shall speak briefly of 
the taxation measures employed by our Government in the Great 


War. 


REVENUE MEASURES IN THE GREAT WAR 


Material as to the revenue acts of 1917 and 1918 is set forth in the 
reports of the committees of Congress as to those acts, in the records 
of the committee hearings, and in the annual reports of the Secre- 
tary of the Treasury and of the Commissioner of Internal Revenue. 
With that material readily available to the commission at any time, 
I will merely submit at this time four tables. 

Table 1 presents a summary of income taxes (including corpora- 
tion taxes) reported as due on incomes for the calendar years 1916 
to 1928, inclusive, and is followed by a summary of statutory changes 
in income-tax revisions. This table shows that total income taxes 
reported as due on incomes for the calendar year 1916 (payable in 
1917) amounted to $345,000,000, and that the total amount due on 
incomes for the year 1917 amounted to $2,938,000,000, and the amount 
due on incomes for the year 1918 reached a total of $4,287,000,000. 

Table 2 shows the miscellaneous taxes which were imposed under 
the revenue acts of 1918 and 1928, together with the amounts col- 
lected under each of the various items during the fiscal years 1920 
and 1930. Total collections of miscellaneous internal revenue were 
$1,451,000,000 in 1920 as compared with $630,000,000 in 1930. | 

Table 3 shows amounts oF Federal expenditures and of tax re- 
ceipts during the period of the World War. For the fiscal years 
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1917 to 1919, inclusive, expenditures exclusive of public debt retire- 
ments amounted to $33,189,000,000. Receipts from internal reve- 
nue and customs for the same period amounted to $8,901,000,000, or 
about 27 per cent of the expenditures. 

Table 4 shows for the fiscal years 1917 through 1921 the ordinary 
receipts of the Federal Government, changes in the public debt 
and in the general fund balance; also total ordinary expenditures, 
that is, expenditures exclusive of public debt retirements. The table 
also presents a classification of the outstanding gross public debt 
for these same years. It is apparent from this table that about 
(0 per cent of the ordinary expenditures aggregating $33,159,000,000 
for the three fiscal years 1917 through 1919 were covered by bor- 
rowing. The balance of about 3 per cent of the amounts expended 
was obtained from miscellaneous items of receipts, such as receipts 
from foreign governments, the proceeds of sales of war supplies, 
discount on bonds purchased, surplus revenues for prior years, and 
other smaller items, 

As will be seen from these tables, and as you know, the funds for 
financing the participation of our country in the Great War were 
obtained from two sources. The first was taxation and the second 
was borrowing on long-term bonds, notes and short-term certificates 
of indebtedness, the latter usually issued in anticipation of the 
proceeds of the bond issues or tax receipts. A third possible source. 
sometimes emploved by Governments in national emergency, but 
not used by our Government in the late war, is the direct issue of 
Government obligations in payment for goods and services. 

A fourth method of finance which has never been used by our 
Government, but which is suggested for your consideration by the 
resolution creating the commission, is the taking of private prop- 
erty for public use without compensation. I take it that the object 
of the fifth amendment to the Constitution requiring compensation 
for any such taking from a citizen is precisely that indicated by 
another phrase of the resolution: to equalize the burdens of the 
public requirement by causing that burden to be apportioned among 
the citizens generally through taxation instead of permitting the 
burden to rest on the citizen owning the property taken, upon whom 
it happens to fall in the first instance. 

The method of finance which I have been asked to talk about is 
taxation. The position of the Treasury as to taxation in the great 
war was broadly that as large an amount should be raised currently 
by taxation as could be so raised without disrupting the business or 
economic machinery of the country. Tor the balance of the needed 
funds the Treasury advocated reliance upon loans from citizens. 
These loans were to be voluntary but on the basis of the fullest 
patriotic support of the Government in its supreme effort; were to 
be drawn from past or anticipated future savings of the people, and 
to be ultimately discharged from postwar taxation and such other 
funds as the Government might have available. 

On the question of the proportion of the war financial require- 
ments to be raised by taxation, the attitude of the Treasury was, I 
think, based mainly on its estimate of the tax burdens which the 
business structure could bear without disruption. It was desired to 
ae that structure and keep it functioning at maximum capacity 

or the maintenance of the military effort and meeting the civilian 
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needs, while at the same time absorbing into the Treasury as much 
as possible from taxation. The revenue act of 1917 was designed 
to bring internal revenue collections for the Government’s fiscal 
year 1918 up to $3,400,000,000, as compared with $809,000,000 actu- 
ally collected in 1917. The actual yield for the 1918 year was 
$3,699,000,000. The revenue act of 1918, delayed of enactment until 
1919 largely because of the ending of the war, was designed to yield 
about $6,000,000,000 in the fiscal year 1919. In the a of 
that measure before Congress the Treasury urged that current taxa- 
tion could and should be made to yield about one-third of the total 
estimated current expenditures for the year. So far as 1 know there 
was no magic about that percentage. It represented an estimate 
of what could be secured through taxation without disruption of the 
business machine. The tables show that the percentages of tax re- 
ceipts to the Government's total expenditures (exclusive of public 
debt retirements) during the war years were as follows: 


Fiscal year: Per cent 
a e A AS A A A A A E A A AN A AS 52. 4 
NOUS A A E he 2 ot 26. 5 
J919 AAA AA IN AENA 24.3 


In formulating the plans of taxation, miscellaneous taxes specified 
in Table 2, such as the transportation tax, manufacturers excise tax, 
stamp taxes, and the like, were employed so far as they were thought 
to be fruitful. In another national emergency the general business 
situation existing at the time would again have to be thoroughly 
canvassed to ascertain the full possibilities of employing special 
taxes. It might well prove that relatively more could be accom- 
plished in the development of excise or other special taxes than was 
accomplished in the Great War. : 

As the tables show, in the Great War the chief reliance was placed 
upon the income tax, including, of course, the corporation income 
tax and the war and excess-profits taxes. By the revenue act of 
1917 the rates for individual taxes were increased as follows: The 
normal rate from 2 per cent to two rates of 2 and 4 per cent, and 
surtax rates beginning with net incomes of $20,000 and graduated 
upward to 13 per cent to rates beginning with net incomes of $5,000 
and graduated upward to 63 per cent. 

By the revenue act of 1918 the individual rates were raised as 
follows: Normal rates for 1918 incomes to 6 and 12 per cent and 
maximum surtax rates to 65 per cent. 

As to trades and businesses and corporations the revenue act of 
1917 imposed the war excess-profits tax. This tax was designed to 
apply to all business whether carried on by individuals, partnerships, 
or corporations. The tax was to be computed on the entire net busi- 
ness income in excess of a specifically defined return on invested 
capital plus a specific credit. The rate of return on capital allowed 
as a deduction before computing the tax, was the average rate of 
return of the trade or business upon capital in the pre-war period, 
1911-1913, inclusive, but was not to exceed 9 per cent or be less than 
7 per cent. The rates of tax were graduated according to the amount 
by which-the net income in excess of the designated normal return on 
invested capital exceeded certain percentages of the taxpayer's in- 
vested capital, and ran from a minimum rate of 20 per cent to a maxi- 
mum rate of 60 per cent. In the case of trades or businesses having 
no invested capital, or not more than a nominal capital, the war 
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excess-profits tax was levied at a flat rate of 8 per cent. The net in- 
come of the trade or business less the war excess-profits tax was 
subjected to income taxes which, in the case of a corporation, con- 
sisted of a normal tax of 2 per cent and a war income tax of 4 per 
cent, 

By the revenue act of 1918 there was added the war-profits tax 
to be paid to the extent that it exceeded the excess-profits tax, which 
method of taxation was retained bv that act in somewhat revised 
form. The war-profits tax for 1918 was 80 per cent of the excess 
of the net income over the war-profits credit. This credit was $3.000 
plus an amount equal to the average net income of the corporation 
for the pre-war period plus or minus 10 per cent of the difference 
between the average invested capital for the pre-war period and 
invested capital for the taxable year, but was not to be less than 
$3,000 plus 10 per cent on invested capital for the taxable year. The 
credit against income for computing the excess-profits tax under 
the 1918 act was $3,000 plus 8 per cent of the invested capital for 
the taxable year and the maximum rate was 65 per cent for 1918 
and 40 per cent for 1919 and 1920. Under the 1918 act the net 
income remaining after the deduction of the war-profits and excess- 

rofits taxes was subjected to a normal corporation tax of 12 per cent 
or 1918 and 10 per cent for 1919 and 1920. The war and excess- 
profits tax imposed by the revenue act of 1918 applied to corpora- 
tions only. 

After the revenue act of 1917 was enacted great doubt was ex- 
pressed by business executives and accountants as to whether the 
excess profits tax could be administered, and whether amounts of tax 
at such high rates could be collected without disrupting business and 
financial institutions. The act was administered, notwithstanding 
gaps and uncertainties in its provisions. The tax imposed by the 
1918 act at higher rates but under somewhat improved provisions, 
was also shown to be capable of administration. The high rates, 
uncertainty as to the application and meaning of the act in many 
connections, and defects in the records and accounting systems of 
taxpayers resulted in great delay in many instances in final deter- 
minations, in a great number of additional assessments, and in 
numerous abatements and refunds. Broadly speaking, however, 
these acts were administered so as to furnish the Treasury with the 
needed and expected funds. They brought into the Treasury through 
1921 about $6,900,000,000. A comparison of the tabulated net income 
of all corporations reporting net income for the three years before 
the war (the calendar years 1914 to 1916, inclusive) with the net 
incomes of such corporations for the war years (1917 to 1919, 
inclusive) shows that the average net income of corporations report- 
ing net incomes was for the prewar years about $6,000,000,000 before 
taxes and about $5,900,000,000 after taxes and that the average in- 
come of such corporations for the war years was $9,500,000,000 before 
taxes and about $7,000,000,000 after taxes. Thus, the average net in- 
come of corporations reporting net income increased $3,500,000,000 
for the war years, while the average net income of such corporations 
after taxes increased about $1,100,000,000. According to this calcu- 
lation, based on reported incomes and taxes, the taxes during the war, 
principally of course war and excess profits taxes, absorbed about 70 
per cent of the increase of the average profits of the war years over 
the average profits for the years immediately before the war. 
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FUTURE WAR-TAX LEGISLATION 


What future war-tax legislation would include in the way of mis- 
cellaneous taxes and what rates of income would be suitable would 
of necessity depend on conditions at the time of the emergency. It 
is clear, however, as I said at the outset, that any war revenue plan 
which we could now conceive suitable for a great national war emer- 
gency should include the most effective war profits tax which it is 
possible to devise. The ideal war income tax would bring into the 
Treasury the entire amount of profits due to the war. There is no 
reason to doubt that the business men of the country would support 
a war profits tax properly framed to turn over to the Government all 
actual war profits. Business men share the general opinion that 
the place for war profits is in the war chest of the Government. 
The problem here is not as to the principle to be followed, for that 
is clear, but as to the technical difficulties of so formulating a war 
profits tax that it will measurably accomplish its purpose without 
preventing the necessary operation of the economic machine. There 
is no doubt that careful work in advance of the emergency upon 
such a measure will make possible a much closer approach to the 
attainment of the ideal war profits tax than would be possible if 
formulation is left to the time of the emergency. 

It has been recognized in these hearings that war profits, at least 
in some lines, are inevitable. If it be assumed that the price struc- 
ture existing at the development of the emergency can be pegged or 
frozen, as has been so ably urged, it is recognized that to meet the 
increased war demands for goods higher cost producers must be 
drawn into production and such higher cost producers must receive 
higher prices than are needed for low cost producers. Such higher 
prices will increase the profits of the low cost producers. Mere 
increase in volume of business at the old prices would greatly in- 
crease profits in many cases. War profits will exist as the subject 
of taxation and the limit of such taxation is of course the amount 
of the profits. | 

In approaching the subject of war taxation it must be recognized 
that any plan which would in fact operate to put necessary enter- 
prises out of business would be disastrous to the prosecution of the 
war. If private industry is to be left to function during the war, 
the necessary production of munitions and goods and the financing 
of the war would be frustrated by attempting to collect as a tax 
amounts which the taxpayer could not draw out of the business 
while continuing to operate the business. 

The first technical question to be faced is the problem of deter- 
mining what the war profit is. To begin with there must be a deter- 
mination of the profit. In the case of any business which is at all 
complicated the determination of the profit for a particular year 
can rarely be exact but must rest in part upon assumptions and esti- 
mates. Almost never does the entire profit take the form of an 
actual excess of cash or securities at the end of the year. Generally 
speaking, part of the profit is in the form of inventories and in the 
form of improvements or additions to factories. Where the rate of 
tax is moderate, errors in determination do not have vital conse- 
quences and average out over the years. If, however, the entire 
profit is to be taken out of the business, errors in computation might 
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be disastrous. Without elaborating on this difficulty, it may be 
stated that to allow some margin for error, any workable tax would 
presumably have to be computed on some percentage less than 10° 
yer cent—say, 80 per cent or, perhaps, at the outside, 90 per cent. 

ighty per cent was the rate urged by the Treasury and adopted 
as the maximum in 1918 and was the rate finally used in the British 
excess-profits tax. Leaving some relatively small margin of profit 
also serves the purpose of furnishing a guaranty to the Government. 
that the taxpaver will see to the administration of the business with 
efficiency and economy. This protects both the revenue and the 
output. 

Once the profit is determined there remains the question of how 
far the profit is due to the war. The determination has to be made 
in a broad way. There can be specific determination of the source of 
the profit in each individual case. In 1918 the Treasury earnestly 
advocated that the war profits should be determined by comparison 
of the war income with pre-war income—the entire excess over pre- 
war income to be regarded as war profits and taxed at 80 per cent, 
which was the primary basis under the British system. Congress, 
however, adhered mainly to the use of the invested capital as the 
basis of measuring excess income to be subjected to the tax. Under 
the 1918 act the income subject to the 80 per cent war-profits tax was 
in actual practice in most cases the excess of the income after deduct- 
ing a 10 per cent return on invested capital. As in the ordinary case 
the tax was based on the excess of the net income over what was 
regarded as a normal business return upon capital, instead of upon 
the net income over pre-war income, the tax was not a true war- 
profits tax but an excess-profits tax. 

Apart from the theoretical objections to an excess-profits tax. the 
use of invested capital as the basis for measuring the excess of 
income resulted in very great practical difficulties. The determina- 
tion of invested capital was all important in the actual fixing of the 
tax but such determination was in many cases very difficult and in 
not a few cases impossible. Where a corporation had been formed 
by turning in the property for stock the determination of invested 
capital depended upon the valuation of the property at the time 
turned in. Retroactive valuations are difficult and were the subject 
of many controversies. The amount of invested capital was in many 
cases affected by the time of organization of the corporation. Where 
it happened that a corporation had been reorganized or formed in a 
year shortly before our entry into the war, the valuation of its assets 
would be on a much higher basis than if there had been no such 
reorganization. The determination of invested capital was also 
affected by accident or incorporate relationships. 

Problems as to the fixing of invested capital for consolidated 
groups have not yet been actually solved. In a good many cases 
also records were not available to show the capital put in. In every 
case current invested capital was affected by the computation of 
surplus or deficit resulting from the operation of prior years and 
such computation was, of course, a fruitful source of controversy. 
There is no question that the experience of the Government and 
taxpayers with the determination of invested capital was unsatis- 
factory and that this basis should not be used again except as a last 
resort. 
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To relieve against arbitrary results flowing from disparity in 
invested capital and income due to some abnormal condition or eon- 
ditions applying in a particular case, it was provided that where 
such abnormalities were found the taxes could be fixed on the basis 
of the rate of tax in the cases of other representative concerns. 
This special assessment provision, while perhaps necessary, was 
found to be uncertain and vague in its application and was one of the 
most troublesome features of the excess profits tax. 

It must be admitted, however, that Congress had certain sub- 
stantial reasons for adhering to the use of invested capital for the 
purpose of measuring income subject to special tax. There had to 
be some method for determining the application of the tax to new 
concerns which had no pre-war income and also for determining 
the application of the tax in the case of concerns the income of which 
in the pre-war period was clearly subnormal. The necessity for 
meeting such cases was undoubtedly a factor in the determination 
of Congress to use invested capital as a measure of excess income. 
The case of new corporations or new enterprises, and of enterprises 
which were operating on a subnormal basis in the pre-war period, . 
would have to be provided for under any system. It is a matter 
for most careful consideration whether the application of the war 
profits tax should be made to depend in the normal case on the 
mere excess of war income over pre-war income, which would seem 
to be the sound’ and satisfactory theoretical basis, and whether, 
if this were done, the use of invested capital could be confined 
to the case of the new or subnormal enterprise. 

Another consideration of great difficulty in the formulation of a 
satisfactory war-profits tax lies in the fact that the profit in a war 
yest is itself affected by war conditions and, when those conditions 
1ave culminated, may prove to have been illusory. Suppose that a 
business concern, to meet the demand for goods during the war, 
purchases a new machine or builds a new factory. The amount so 
expended is normally treated as an investment and not as an ex- 
pense. After the war, however, it may be that the additional 
machine or the new factory can not be commercially used and will 
have salvage value only. If the war profits have been reckoned 
without allowance for this loss, they have been incorrectly reckoned. 
It was to meet this situation that the deduction of a reasonable 
allowance for amortization was provided for by the 1918 act. The 
operation of that section also gave a great deal of difficulty. In 
formulating a war-profits tax it might be possible to avoid or lessen 
the difficulty by providing that amounts expended for new facilities, 
if approved by some proper Government official or board, could be 
temporarily deducted in reckoning the profits, provided interest 
were paid on the amount by which taxes were so reduced. After 
the war the emergency value of the additions so made would be 
reckoned once and for all and the taxes properly adjusted. Some 
similar provision might have to be made to protect the enterprise 
against the ultimate loss in value of its basic inventories due to 
post-war deflation. 

There is a question whether a war-profits tax would have to be 
confined to business enterprises, whether it could be made to reach 
a business enterprise carried on by individuals and partnerships as 
well as by corporations, and whether it could be made to reach 
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ordinary individual income. As to ordinary individual income, the 
determination in the last war was that reliance should be placed on 
the income tax and that rates should be made to begin at the right 
point in the scale and to reach such a high percentage that the 
proper amounts would be drawn from individuals into the public 
treasury. The subject of the basis of income taxes in the event of 
war, the exemptions, and the point of beginning of such taxes is 
one for the most careful study. 

In summary: The ideal war-profits tax for a national emergency 
would bring in to the Treasury of the Government the entire war 
profits. Because of the margin of error in the determination of 
profits of a business enterprise, because profits do not all or in the 
main take the form of money, and the possibility of the destruction 
of the economic machine by taking more than the profits, the meas- 
ure of the tax could probably not in practice be more than 80 per 
cent. So far as possible war profits should be broadly treated as 
excess of income during a war year over pre-war income, the pre- 
war period to be the nearest representative period not vitally af- 
fected by conditions of the war. Special temporary deductions 
would have to be permitted in the deterniination of the profits to 
take account of probable results of postwar deflation. With such 
allowances war profits should be taxed at a maximum rate. The 
amount of income remaining after the deduction of the war-profits 
tax should of course be subjected to income tax rates framed to 
meet the then existing conditions. A war-profits tax so conceived 
would probably eliminate war profits. Postwar adjustments not 
taken into account in reckoning the tax would be very likely te ab- 
sorb all or a large part of any amount of the profits which for prac- 
tical reasons would not be taken from the taxpayer in the first 
instance. i 

Working out a carefully formulated war-profits tax is a matter 
calling for the most careful effort on the part of some body of ex- 
perts, who, uninfluenced by actual emergency conditions, could study 
the problem in the requisite detail and carefully formulate at least 
the framework of a statute which would be both workable and 
affective. 

Mr. Haptey. This commission, as you know, is charged with the 
duty of considering the question of equalizing the burdens of war 
and minimizing profits. Your statement is in the highest degree 
germane to that subject. You made the general statement, I think, 
that the ideal war profits tax would be 100 per cent. 

Mr. BALLATINE. Yes, | 

Mr. HanLey. Without detail or prolonging the discussion, is it to 
be inferred from your statement that it 1s within the constitutional 
powers of the Congress at this time, in the event of an emergency, 
and the Congress saw fit to exercise the full limit of its powers, to 
substantially equalize the financial burdens of war and substantially 
take the profits of war, reducing them to the war chest of the 
nation ? 

Mr. BALLAaNTINE. The Supreme Court has said in the strongest 
terms that no limit is fixed by the Constitution upon the exercise of 
the power of taxation. You will recall that in the case of McCul- 
lough v. Maryland, the decision rested virtually upon the view that 
the power to tax is the power to destroy. Certainly there could be 
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no stronger expression in decisions than that the power of taxation 
now residing in the Government is unlimited by any provision of 
the Constitution. 

Mr. HapLey. Therefore, the conclusion would be logical that 
under that existing power, thoroughly defined and confirmed by the 
Supreme Court, if Congress saw fit to exercise its power, it could 
meet under the power of taxation, the problem which is referred to 
this OS in so far as minimizing the burdens of war is con- 
cerned. 

Mr. BaALLANTINE. That certainly would be my understanding. 

Mr. HapLey. Have you any other method or plan than that af- 
forded by the power of taxation to suggest that would be a com- 
panion to it or in part supplemental to it, for the consideration of 
the commission, or do you deem the power of taxation adequate for 
the purpose under consideration ? 

Mr. BALLANTINE. It seems to me that the plan of taxation fur- 
nishes an adequate method for handling such part of the problem 
as is not to be handled by the control of prices and the like. I fully 
believe that the power of taxation can be so exercised that the war 
profits will be absorbed by the Government. 

Mr. Hapiey. As to the matter of price fixing to which you re- 
ferred, that is an intervening detail, is it not? That is to say, if 
Congress saw fit to apply that power during an emergency, and 
had the constitutional authority to do it, it would simply minimize 
the amount that it would take afterwards through a war-profits 
measure. | 

Mr. BALLANTINE. It would minimize that amount and simplify the 
problem of postwar adjustment. 

Mr. Hap.ey. On the contrary, if we had no constitutional author- 
ity for price fixing, or if as a matter of policy Congress did not see 
fit to an it, and there was no price fixing, then resort could be 
had to the power of taxation to take it all; and that power exists. 

Mr. BALLANTINE. I believe it would be possible to operate in that 
manner. 

Mr. Haptey. That is all. 

Mr. CoLLins. Mr. Ballantine, have you collaborated with Mr. 
Mellon or Mr. Mills or any of the other officials of the Treasury 
Department in the preparation of your statement ? 

r. BALLANTINE. I have not collaborated on the detail of the 
statement with the gentlemen you mention. I have had some dis- 
cussion with them with regard to the general idea and basis of 
what I have said. 

Mr. CoLLins. Does your proposal meet with their approval? 

Mr. BALLANTINE. I understand that it does. I heard—that is my 
understanding of the attitude of the gentlemen you mention. 

Mr. CoLLins. You started to say that you heard something. 

Mr. BALLANTINE. 1 heard no dissent from those ideas; on the con- 
trary, agreement. Sos 

Mr. CoLLixs. Your statement is merely a history in the main of 
war taxes that were imposed here in the war, and a discussion of 
those war taxes. It is more a history of taxes during the war 
period than A else. l 
| Mr. BALLANTINE. I thought it would be a convenience for the com- 
mission perhaps to have before it what was actually done in the 
late war, and that is contained in my statement. 
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Mr. CoLLLIxs. Do you give any proposed tax bills to be consid- 
ered by this commission ? 

Mr. BALLANTINE. No. As I said, I think that the working out of 
an actual war profits measure would require a great deal of detailed 
study. What I have endeavored to do is to indicate a possible prin- 
ciple or basis to be followed in formulating such a measure. 

Mr. CoLLins. And the proposal that you submit to the commis- 
sion would merely take all of the profit over and above the profits of 
a certain pre-war period. 

Mr. BALLANTINE. I believe that a proposal on those lines would 
virtually take all the profits which were due to the war. 

Mr. CoLLins. Have you examined the constitutional question as to 
whether or not that would be in violation of the fifth amendment 
to the Constitution ? 

Mr. BALLANTINE. I have gone on the basis that this would be a 
tax measure, the measure of payment by each citizen of the Govern- 
ment being based on his war profit. 

Mr. CoLLixs. But vou also understand that in constitutional con- 
struction, each part of the Constitution must be so as not to render 
meaningless some other provision of the Constitution ? 

Mr. BALLANTINE. I do. 

Mr. CoLLins. And the proposal that you are submitting would 
really mean making the fifth amendment to the Constitution ineffec- 
tive during war periods. 

Mr. BALLANTINE. I do not so conceive it. It seems to me that a 
tax based on something that happens during a particular war period 
can be imposed without limit. It seems to me that the language 
of the court certainly goes to that effect. 

Mr. CoLLIxs. The effect of your proposal, however, would be the 
taking of all war profits away from the man who makes them, or 
substantially all. 

Mr. BaLLaNTINE. Substantially all. 

Mr. ConLins. And that would be the taking of his property with- 
out just compensation, would it not? 

Mr. BaLLaNTINE. Under the taxing power there certainly has to 
be no compensation for what you take. 

Mr. CoLLixs. I understand that, but when you take it all, then 
donk you come in conflict with the provisions of the fifth amend- 
ment! 

Mr. BALLANTINE. I don’t believe that in the actual measure you 
would have to go to the absolute limit of that question. That is, 
to make a workable measure you would probably have to designate 
some percentage slightly less than 100 per cent, although my own 
view is that the court would not draw back if it were 100 per cent. 
That, of course, is a constitutional question. I don't think 1t would 
have to be presented in quite that form. 

Mr. CoLLixs. At least that is a question about which constitu- 
tional lawyers differ. It was not put up to the court during the 
late war because the profits that were made out of the late war were 
certainly large enough for the average business man, and then I 
doubt whether under the provisions of the tax law at that time it 
could have been put up to them or would have been sustained if it 
had been put up to them; but when you take it all it seems to me 
that you are just destroying the fifth amendment to the Constitu- 
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tion, and under constitutional construction you must consider one 
provision of the Constitution with the others so as not to render the 
others meaningless. 

Mr. BaLLaNTINE. I would not quarrel with you at all on that gen- 
eral proposition, but of course under this tax plan you are not tak- 
ing specific property. It does not to my mind fall exactly under the 
fifth amendment to the Constitution. You are not taking a ship or 
a house or a piece of real estate, but you are simply saying that some 
concern or citizen must pay a tax on a certain basis. 

Mr. CoLLins. Yes; but we must always look through the shadow 
into the substance, and what you are really doing is,taking the 
substance when you take it all. Have you considered the proposal 
of raising sufficient taxes during the war entirely to finance the 
war without the issuance of bonds? 

Mr. BALLANTINE. To my mind, how much you can raise during 
war depends upon the general circumstances obtaining at the time. 
As I said, the governing principle which was intended to be used 
in the late war—probably there would have been further develop- 
ments as time went on 

Mr. Corrs. Was about one-fourth ? 

Mr. BALLANTINE. It worked out to be. The position taken by 
a Y in the 1918 act was that it should be brought to a 
third. 

Mr. CoLLiNs. And it was really about a fourth? 

Mr. BALLANTINE. The figures averaged about that as I said. 

Mr. CoLLins. And your statement is based on a fourth? 

Mr. BaLLANTINE. I believe the figures show about 27 per cent was 
the average on taxes and customs receipts to all Government ex- 
penditures during this year. How much you can get without de- 
struction of all business enterprises seems to me must depend upon 
conditions existing at the time. I don’t see how you can lay down 
theoretically a rule or a formula for it. 

Mr. CoLLins. You don’t think it will be practical at all entirely 
to finance the war out of taxes that could be raised during the period 
of the war? - | 

Mr. BALLANTINE. That does not appeal to me as being very 
likely. It seems to me that when you cut to the bone of profits 
and taxes, to that extent, they would have to be so great in amount 
that paying them would mean disposing of the businesses, and 1 
don't see how the businesses could be disposed of, because every- 
body would be in the same boat. 

Mr. CoLLixs. I merely wanted to get your slant on the proposi- 
tion. 1 understood you to say that during the late war we took 
TO per cent of all the profits over and above the pre-war period. 
You mean that as an average? 

Mr. BALLANTINE. Oh, yes. 
` Mr. Cortis. You mean that no business or no corporation had 
any such amount of its profits taken away from it. Take, for 
instance, yesterday, I think it was, some gentleman said that the 
Du Ponts made 35,000,000 a year in 1913 and 1914, or perhaps 
in both of those years, and that one year during the war they made 
$160,000,000 profit. Certainly 70 per cent was not taken of the 
amount they received. 

Mr. BALLANTINE. They unquestionably had a very large percentage 
of that profit right in the place where the taxes took up to 82.4 per 
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cent. The combined excess profits of 80 per cent and the income tax 
of 12 works out at an actual rate of 82.4 per cent, and increases such 
as that would have been in large measure subjected to that rate of 
taxation in the late war. 

Mr. Corns. I don’t know, but I took the gentleman to mean 
that they made that profit after the payment of taxes. 

Mr. BALLANTINE. Of course, I did not hear the figures given. 

Mr. ConLins. That was my understanding and, of course, that 
would not be in line with your 70 per cent, but since you have stated 
that to have been the average tax, and that you did not consider 
any particular corporation or individual, I can understand that 
perhaps your statement is correct. 

Mr. BALLANTINE. That table was a comparison of the average 
incomes for the three years immediately before the war—1914, 1915, 
and 1916—with the average incomes of all corporations with income 
during the war years and what was left for those corporations for 
the war year after they had paid their taxes, and the table shows 
that taking the corporations on the average and the years on the 
average, the taxes, including the excess-profits taxes and the income 
taxes, had absorbed 70 per cent of the increase in the income in the 
war period. To get the average, you of course, had a great many 
cases where the amount absorbed by the taxes was more than 70 per 
cent, and cases where it was less. 

Mr. Corns. Also, there was the element entering into that of 
bonuses and increased salaries, and the doubling and tripling of capi- 
tal stock. All those things went into that also, did they not? 

Mr. BaLLAaNTINE. Those are two separate things. Of course, eorpo- 
rations paid bonuses and they did increase salaries. 

Mr. CoLLins. And they did that to a wholesale extent for the 
purpose of evading taxes, did they not? 

r. BALLANTINE. I am dealing with figures and amounts, and 
salaries and bonuses were, of course, increased and paid. 

Mr. Corns. And their capital stocks were increased? 

Mr. BALLANTINE. Yes. Of course the salaries and bonuses them- 
selves were subjected to the income-tax rates, which rose to high 
proportions. 

r. CoLLINS. But not to the excess-profits tax. 

Mr. BALLANTINE. No; the top rate of income-tax rate did not 
reach the excess-profits rates. There were provisions in the statute 
designed to prevent arbitrary boosting of invested capital, and it 
was provided that any reorganization which was entered after the 
3d of March, 1917, which was the date of the original temporary 
excess-profits tax measure, should not be used as a basis for increase 
in invested capital unless there was a real change in ownership. 

Mr. CoLLINs. So that we will have something tangible to act upon, 
I am wondering if you would not prepare us some tentative bills, 
that we might have them in front of us for our own study with the 
knowledge that they seek to accomplish just what you have in the 
back of your head. 

Mr. BaLLanTINE. I hope that my statement indicates a basis of 
a bill or principle of a measure that I am suggesting. As I said the 
working out of a measure in its details—and it is the detail that 
makes it most valuable, perhaps—is something that would require 
a great deal of time and effort. 
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Mr. CoLuins. Congress does not meet until December, and you 
could formulate something between now and then. I should like to 
have a draft of a statute that embodies your views, so that we may 
study and see whether it does what you think it will do. 

Mr. BALLANTINE. It is generally considered that when an execu- 
tive department undertakes to go to the extent of drafting a statute, 
we are treading on somebody's toes. 

Mr. Couns. Oh, no. You are just raking straw, because you 
know that every department of the Government sends proposed bills 
to Congress and asks usually the chairman of the committee to 
introduce them. 

Mr. BALLANTINE. That was not seriously intended. 

Mr. CoLLins. Then I shall withdraw my statement. See if you 
can not do that and submit it to us. 

Mr. BALLANTINE. Of course, you realize that we are trying to 
collect revenue down there to support our present situation. What 
I was really doing was trying to sidestep a job. 

Mr. CoLLINs. I think this is a very important matter. 

Mr. BALLANTINE. Oh, we do also. 

Mr. CoLLinNs. I don’t know of anything that is going on that is 
any more important. I would like to have the benefit of what you 
propose, black on white, so that we can see whether or not it will 
do what you anticipate. 

Mr. BALLANTINE. Seriously, I think that looking at the scope of 
what can be done now, that the agreement on the principle of a bill 
to accomplish a certain object and provide for some sort of machin-: 
ery by which the work can be done, representing a number of angles 
of thought, is what you might provide for. I think that matter 
of drafting is a very large task in itself, and one of the things 
that your commission might well do is to provide some sort of 
machinery by which that would really be done in a way that is 
effective and in a way that would mal this measure and what is 
going to be done understood. 

Mr. CoLLiNs. You are Assistant Secretary of the Treasury? 

Mr. BALLANTINE. I am. 

Mr. Corns. I don’t know of anybody that would be more cap- 
able of drafting a statute than somebody who is charged with its 
administration, and I think that you would be the proper person to 
draft such a statute. Of course, it is tentative. I would like to see 
you try your hand at it. 

_ Mr. BaLLANTINE. We could do something to indicate the general 
nes. 

Mr. Coxurns. See if you can not do it. It does not necessarily 
have to be a part of the proceedings. You can hand it to us 
between now and December. 

Mr. BALLANTINE. I assure you that I and our department wish to 
do cae that we can to meet the views of the commission. 

_ Mr. Coruixs. I should appreciate the draft, if you would submit 
1t to me. That is all. 

. Mr. HapueY. Apropos to the last remark of Representative Col- 
lins, 1 would not want the witness to understand that anything he 
handed here to this commission was to Le a matter merely for 
executive consideration. I would want any draft submitted to the 
commission to be as public as your statement and subject to the 
consideration and views and promulgation of the commission. 
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Mr. Couuixs. Oh, I promise to put it into the Congressional 
Record. 

Mr. Hanley. Just one other question, referring to the last colloquy 
in reference to the relation to the fifth amendment to the taxing 
power, and to a consideration of the provisions of the Constitution. 
You have no question, have you, in your mind that the fifth amend- 
ment is not a limitation on the taxing power elsewhere found in the 
Constitution ? 

Mr. BALLANTINE. I don't believe that the fifth amendment is a 
limitation upon the taxing power. 

Secretary HURLEY. As a matter of fact, you know it has been 
definitely held that it is not. Is not that the fact? 

Mr. BALLANTINE. Yes. That has been strongly declared in de- 
cisions of the courts. 

Secretary Hcrury. And the taking or selling of property for 
taxes is not taking the property without due process of law, and 
the right to taxation on the part of the Government is unlimited by 
any other part of the Constitution, is it not? 

Ur. BALLANTINE. That is my understanding, Mr. Secretary. 

Secretary HurLeY. Therefore such power to take war profits and 
close them into the Federal Treasury through a system of taxation 
could be exercised without any change in the Constitution ? 

Mr. BALLANTINE. I so understand the law and the Constitution. 

cee Horey. I just wanted to make that clear, because I 
see no conflict between the power to tax and the fifth amendment to 
the Constitution. 

Mr. CoLLiNs. The cases in the Supreme Court upon the question 
of taxation to which you refer are cases that went up on given facts, 
and the tax bills were before the court. The court held in those 
instances, did it not, that the Government or the State had the 
right to impose that particular tax? This particular proposal of 
taking all of the profits has never been submitted to the Supreme 
Court of the United States. 

Mr. BALLANTINE. It has never been the measure, but I think as 
far as they have gone is to say that you may make a tax classifica- 
tion which is capricious and arbitrary and hence which might be in 
conflict with the fifth amendment. That, however, would not be 
because of any limitation on the taxing power. It would be merely 
because of an arbitrary exercise of an undoubted power, and I can 
not conceive that the Supreme Court would think that a measure de- 
signed to reach profits and to tax them and bring them all into the 
Treasury, would be capricious or arbitrary. 

Mr. CoLLixs. I hope you are pent 

Mr. Haptey. And when you take 100 per cent of the profits, you 
have not touched the corpus of the estate at all. 

Mr. BALLANTINE. No. 

Mr. HapLeY. Under the fifth amendment the corpus is all intact. 

Mr. BALLANTINE. Yes. 

Mr. Hapy. To which that amendment applies. 

Secretary HurLerY. As a matter of fact under the taxing power 
you could touch the corpus of the estate. 

Mr. BALLANTINE. The taxing power does not know any difference 
between the corpus and the income, unless in the matter of method. 
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Secretary HurLey. That is all, Mr. Ballantine, and we thank you 
very much. 
(The tables submitted by Mr. Ballantine are as follows :) 


TABLE No. 1.—Income tazes reported due. calendar years 1916 to 1928, inclusive 


[Figures represent taxes reported due on income for years shown, taken from unaudited returns.) 


[In millions of dollars] 


Income and profits taxes due ! 


| Corporation 
Calendar year | ( 
Total Individ- Pres 
aa Total | Income | Profits 
| | | and war 
t t 
A | | 
O A aw ee eo ele nas Eee ote tee: 345. 2 173. 4 171.8 | 
Mil A Sat be a ede bee eeeee 2, 937.8 2795. 4 2, 142 4 
TO) A A E OE ee 4, 286. 5 1,127.7 3, 158. 8 
WOO wesc Cec cst ec a idee ooo Sows a O e OE E Eai 3, 444. 9 1, 269. 6 2, 175. 3 
TO 20 A A AA A Aa de oe erste Genet 2, 700. 3 1,075. 1 1, 625. 2 
W928 A batho Be heart oe ee on ee See Set 1, 421.0 719, 4 701. 6 
LIL e tee o o o 1, 644.9 861. 1 783. 8 
1923. ...... Be att RAR A Sign Bese, Sd 1, 598. 8 661. 7 937. 1 
E ey SS ee ae ee i ae eR hs Pcl A S a 1, 585. 8 704, 3 881.5 
AA A AN 1, 904. 9 734. 6 1, 170. 3 
1926 oes See ceed Ses ba ea era A ee desi 1, 962. 3 732. 5 1, 229. 8 
W927 occ eho oe eee ed ra eo he Se wee See eed 1, 961.3 R30. 6 1, 130. 7 
1928 oe Oe os E A etna ees eto, 2,348.4 | 1,164.3 | 1,184. 1 


Source: Statistics of Income, 1928, pages 38 and 48. 


1 For summary of rates, see attached table. 

? Inoludes war excess profits of $101,200,000 on individuals and $103,900,000 on partnerships. 

3 On net income earned from July 1 to Dec. 31, 1921, reported on fiscal year returns whose accounting 
period terminated prior to July 1, 1922 


SUMMARY OF STATUTORY CHANGES IN TAX PROVISIONS AS PUB- 
LISHED IN STATISTICS OF INCOME FOR 1928 


CHANGES IN THE INCOME AND PROFITS Tax LAWS AFFECTING THE COMPARABILITY 
OF STATISTICAL DATA FROM INCOME Tax RETURNS OF INDIVIDUALS AND ' 
CORPORATIONS 


INDIVIDUALS 


Tables A, B, and C show, for citizens and residents of the United States, non- 
resident aliens, estates, and trusts, the minimum income for which income-tax 
returns are required, the personal exemption, credit for dependents, and tax 
rates under the revenue acts of 1913 to 1928, inclusive 

A. Individuals required to file returns, personal exemptions, credit for depend- 
ents, and normal tax rates under the revenue acts 1913 to 1928, inclusive. 

B. Individual surtax rates under the revenue acts 1913 to 1928, inclusive. 

C. Individual supplemental income-tax rates and tax credits under the revenue 
acts of 1917 to 1928, inclusive. 


CORPORATIONS 


Table D shows for both domestic and foreign corporations the income and 
profits tax rates, exemptions, and credits: 

D. Corporation income and profits tax rates, exemption, and credits under the 
revenue acts 1909 to 1928, inclusive. (Applicable to domestic and foreign 
` corporations.) 
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B.—Individual surtaz rates under the revenue acts 1913-1928, inclusive 
[Applicable to citizens and residents of the United States, nonresident aliens, estates and trusts] 


Revenue act of 1918, applicable to incomes 
for 1918-19 and 1920, and revenue act of 


Revenue act of 1917, a! to incomes 
for 1917 


for 1 


Revenue act of 1916, > aca to incomes 


plicable to incomes 
3, to Dec. 31, 1913, 


1 


5 


od Mar. 1, 1 


for 1914 and 1915 


Pior 


for 
an 


Revenue act of 1913, a 


1921, applicable to incomes for 1921 
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TABLE No. 3.—Federal expenditures and taz receipts during the period of the 
World War’ 


[In millions of dollars; 


Expenditures chargeable 


against ordinary receipts Tax receipts (customs and internal revenue) 


Total 
ee year OS 
une 

Percentage 
Total |Ordinary ra of total tax 
receipts to 

Amount ordinar 

expendi- 

tures 
VOI ceo cece ese ss eetee 1, 035. 4 52. 4 
T9019 a a 3, 366. 0 26. 5 
Se Ee esas 4, 499. 8 24.3 

Total war 

(1917-1919) ....... 8, 901. 2 26. 8 
A A 5, 727.9 89. 5 
1021 oe ee E ES 4, 905. 0 95.9 


1 On basis of daily Treasury statement (unrevised). 
? Official termination of war for United States July 2, 1921. 


TABLE No. 4.—Ordinary receipts, changes in the public debt, and in general fund 
balance, and total ordinary expenditures? 


{In millions of dollars] 


Ordinary receipts Gross debt ? 
ance 
Tax re- or de | Ordinary 
Fiscal year ending June 30 ceipts: Total out crease in | expendi- 
customs | Miscel- | standing | Increase or | Seneral | “tures 
Total | and in. |!neous| (end of fund bal- 
ternal |revenue fiscal ance 
revenue year) 
A EN O 1,124.3 | 1,035.4 | 39.0 | 2,975.6 1,750.5 | +897.1 | 1,977.7 
Irala S 3,664.6 | 3,366.0 | 298.6 | 12, 455. 2 9,479.6 | +447.5 | 12, 696. 7 
N EN E AN EE DIA 5,152.3 | 4,499.8 | 652.5 | 25,484.5 | 13,029.3 | —333.3 | 18, 514.9 
1O20 E E 6,694.6 | 5,727.9) 966.6 | 24, 299.3 | —1,185.2 | —894.0 | 6,403.3 
T E S ARA 5,624.9 | 4,905.0 | 719.9 | 23,977.5| %—321.9| +1920] 5,115.9 


1 Daily Treasury statement (unrevised) basis. 
2 The total war debt at the high point on June 30, 1919, amounted to $24,362,400, 000. 
3 Includes $4,900,000 written off the debt on acceunt of fractional currency. 


NOTE.—The public debt increased $24,259,400,000 during the fiscal years 1917-1919. This amount, leas 
$1,011,300,000 added to the general fund, indicates borrowing in the amount of $23,248,100,000 to meet ordi- 
nary expenditures aggregating $33, 189,300,000 for the period, and represents 70 per cent of such expenditures. 


Classification of outstanding gross publio debt 
(In millions of dollars] 


Interest-bearing debt 


Fiscal din Ma- | pearing | Grand 
year en g y DE ran 
sune $ cates of | An debt | Poin: | total 
Bonds Notes lindebted-| other | Total terest 
nes3 

19) fared EE EAEI 2, 412.3 27.4 272.9 |........ 2,7126 | 14.2 248.8 | 2,975.6 
Y | EA eae ee 9, 902. 8 19.1 | 1,977.3 | 304.3 | 12.203.5 | 14.2 237.5 | 12,455. 2 
ITA Acta 17,187.7 | 3,467.8 | 3,629.1 | 956.0 | 25, 240.6 7.5 236,4 | 25,484.5 
Pe AA es 16, 218.5 | 4,246.4 | 2,768.9 | 828.7 | 24,062. 5 6.7 230.1 | 24, 299.3 
Wb A 16, 119.1 | 4,225.1 | 2,699.6 .9 | 10.7 227.9 | 2,977.5 
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Secretary Horey. The next witness will be Mr. Norman Thomas, 
director of the League for Industrial Democracy, 1922, and author 
of The Conscientious Objector in America, 1923; The Challenge of 
War, 1925; editor of Socialism of Our Times, 1929; and author of 
America’s Way Out; A Program for Democracy, 1931. 


STATEMENT OF NORMAN THOMAS 


Mr. Tuomas. Mr. Chairman, my present address is 206 East 
Eighteenth Street, New York City. May I begin by respectfully 
explaining to the commission that owing to the fact that my appear- 
ance was shoved ahead one week, and that I have been obliged to 
come here straight from the West rather than from my office, I can 
not present the full and carefully prepared statement which I hal 
intended. I can only indicate my main points of view. 

First, the development of these hearings, doubtless without any 
intention of the commission, has been to allow general bewilderment. 
if not suspicion, of the good faith of an inquiry ostensibly directed 
to finding ways for the conscripton of capital in war on the same 
basis on which man power is conscripted, which promptly brings 
the admssion that such conscription can not be made on any other 
basis than purchase at what the courts may decree is just com- 
pensation, unless there is an amendment to the Constitution. On 
this basis we have had the astonishing spectacle of the commander 
of the American Legion himself suggesting that a 7 per cent rate 
on private property in war times would be “all right ”—and this. 
after his repeated statement that he was in favor of equalizing the 
burdens of war. But, what is more important, we have the more 
official declaration of the Chief of Staff, General MacArthur, that he 
favors a return to business on what amounts to a cost-plus profit of 
6 per cent. Everybody knows that “ cost-plus ” opens the door to 
an immense amount of fraud. There are too many things that can 
be done with cost. We do not conscript man power on any such 
plan as that. We conscript men on the basis of keeping them until 
they are dead, and that is all. I think the commission owes it to 
the public in whatever report it makes to clear up the misappre- 
hension that it is really seeking or can seek conscription of capital 
upon the same terms as the conscription of man power. There has 
not been a single suggestion that puts conscription of capital upon 
the same basis as the conscription of man power. We have heard 
from the Treasury Department a long statement about the conscrip- 
tion of excess profits through taxation, but that is mightily different 
from the conscription of man power. Me aoi 

Second. I do want to congratulate the commission and the coun- 
try upon the dawning, 1f somewhat muddle-headed conviction, that 
when it comes to a real emergency like war, the ever-blessed profit 
system wont work without an immense degree of control. As a 
socialist, I rejoice in this, even as I rejoice in the demonstration given 
by the late war that planned production is absolutely essential. The 
planned production of the World War was both impressive and im- 
perfect. It permitted such outrages as profits for pig-iron com- 
panies as high as 57 per cent, and an average profit for all steel com- 
panies as high as 24.29 per cent. 
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In the third place, 1 wish we had taken to heart the lessons of 
the war, about the value of planned production, imperfect as it 
was. I am thoroughly persuaded that the war against poverty in 
time of peace requires a planned economy and distribution for use, 
not profit, which inevitably must be based on social ownership of the 
principal means of production. I want strenuously to indorse the 
argument of my friend Robert Morss Lovett, before your commis- 
sion, with the addition that I don’t think you can get his planned 
economy without the ownership of the basic industries for which 
you are planning. Moreover, not only would such a system of societ 
help in the war against poverty and economic insecurity from which 
this country suffers so tragically now, but it would diminish the like- 
lihood of war by lessening the unscrupulous struggle for private 
profits in the world at large. I personally agree, largely, though 
not wholly, with my friend Tucker Smith, that at the last moment 
you are not going to do a great deal to stop war by taking away 
those profits. Prior to any war there are lots of profit. Wars arise 
out of the struggle of rival governments for the immense profits of 
exploitation of backward regions and they would be immediately 
reduced under a system of planned production for use, not profit, 
based on social ownership. 

My summary general statement is that I am not interested in the 
hearings of your commission with regard to the effective conduct of 
a large-scale war, which apparently it is conceded will come some 
time, some how. There will be no large-scale war out of which any- 
thing but disaster can arise, because all combatant nations under 
modern conditions will have no noncombatant individuals. AN 
combatant nations have most deadly means of destruction. How- 
ever thrilling are these air maneuvers over our cities—maneuvers 
which are estimated to cost three millions of dollars, with ample 
propaganda for newspaper men—all they prove is the probability 
of human annihilation in the next war. These same maneuvers could 
hardly be worse timed for their effect on foreign nations in view of 
President Hoover’s pious remarks on the necessity of world dis- 
armament. In other words, my interest in this hearing is solely in 
making it apparent that a new world war will be not only so deadly 
but so unprofitable that it would be harder to bring it about. There 
is no such thing as a definition of “ reasonable preparedness,” because 
no army or navy is ever content with what it has and from the 
time of the Pharaohs of Egypt until now, as the British general 
gael observed—in war, as in peace, you get what you prepare 

or. 

Against the background of these general statements I wish to make 
the following suggestion: The proper concern of the United States 
at this time 1s not war policies but peace policies. There is no one 
sure panacea for peace, but world disarmament will be of enormous 
assistance, both practically and psychologically. Disarmament will 
not and can not stand alone. It should be accompanied in my mind 
at the very minimum by American leadership in an economic con- 
ference to wipe out the burden of war reparations and war debts, by 
recognition of Russia and the end of the stupid war-breeding policy 
of embargo against Russia, and, if possible, cooperation with Russia 
on the Russian proposal for an agreement to prevent dumping. 
Further, there should be a complete and definite end of the use of 


724 WAR POLICIES COMMISSION 


marines as missionaries to collect American debts—a matter on 
which I congratulate the administration on its progress—the joining 
of the World Court and probably of the League of Nations under 
restrictions which make sure that we can not go to war under article 
10 or article 16 to enforce peace. If we do not do that, I think we 
should at least make an agreement against trading with an aggressor 
nation—that is to say, a nation which goes to war contrary to the 
Kellogg pact, without using any of the instrumentalities for peace. 
Perhaps P should not say all trade, but certainly the lending of money 
and the selling of arms to such a nation. It seems to me a dangerous 
thing for our country to do, as the late war proved. It is sure to 
get us to some degree involved in other peoples’ wars. I think, there- 
fore, that there should be some provisions against loans to combatant 
nations, especially if those combatant nations are aggressors in the 
sense that they are in violation of the Kellogg pact and have gone 
to war without utilizing the machinery of peace. 

I hope that we shall make progress in socialization long before 
we are on the verge of a world war; but, if not, I confess that I am 
skeptical of war-time socialization and am somewhat doubtful if it 
will be possible to freeze prices. I am certain that the cost-plus 
system is an abomination. If I understood my friend Mr. LaGuardia 
correctly, he is for a constitutional amendment which would permit 
us to take over everything we need in war. If we were on the verge 
of war, I should probably be for it, but I have no great enthusiasm 
for it. I think what you would get under those circumstances would 
be a Fascist state, socialized for the purpose of militarization, and 
that is an exceedingly dangerous thing. I am skeptical of having a 
capitalistic state on the eve of war go into a degree of socialization. 
What I think you would get in that event would be Fascism, with 
the emphasis on conscription. Peace-time socialization can put its 
emphasis on liberty. I fear the effect on foreign nations of announc- 
ing to them that we will not Fe into socialization in time of peace 
in a war against poverty, but for them “just to wait until there is a 
fight and then see what we will do!” I think it would raise doubt 
against our good faith, whether justly or unjustly, since we were the 
chief sponsors of the Kellogg pact. 

So far as the proposal has been made for simply freezing prices, 
made by Mr. Baruch, I find myself somewhat dubious. In the first 
place, it has never been successful. The same group of people who 
were for high profits will probably be taxing and fixing prices, and 
you will have a representative of the Treasury Department explain- 
ing that for the same reason that you can not tax them too much, 
without necessarily giving proof why you can not do it. You can 
not fix prices too low. I think, in other words, that those prices will 
be frozen, if at all, at the level of inflation that has already begun to 
grow, and I don’t think that the fixing of those prices, even if it is 
constitutional, will seriously do what you want—that is, equalize 
the burdens on all people. 

Therefore, I say that I am doubtful of Mr. Baruch’s plan. I think 
that the most practical. immediate plan on this matter would be 
to announce our determination categorically and definitely to take 
the entire cost of war out of taxation, which I understand has been 
discussed before you. It has been agreed by all of you that there is 
plenty of constitutional power to do what you need with the power 
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to tax, which gives even the power to destroy. 1 don't think that the 
power to tax would necessarily mean the power to destroy in war 
time. I have not heard any reason yet why it is impossible by proper 
control of credit and fiscal machinery and by a proper coordination 
of relative needs to pay for war as you go. We certainly got the 
money somewhere for all of those Liberty loan bonds in the World 
War. We got it by a use of credit which does not necessarily require 
private profit for private bankers. We actually paid for the war 
while we were in the war, not only with men, but also with machine 
and supplies. All that was done by these Liberty loans whic 
covered two-thirds or three-fourths of the war costs was to glve a 
fortunate section of a community a claim against the national income. 
It is not true, as I heard a previous speaker say, that those Liberty 
loans were entirely voluntary. We all know that there was actually 
terrific pressure to buy them. I have not had a chance to look up the 
situation because of the suddenness of this hearing, but I am strongly 
of the impression that a great many farmers and workers and people 
of moderate means could not hang onto their bonds in the postwar 
deflation, and had to sell them when the bonds were below par, and 1 
gather that to no small degree these Liberty loan bonds have passed to 
those who generally collect what is loose in the United States and that 
all that is happening now is that the workers of the country are pay- 
ing right along to these fortunate folks for a war for which, actually, 
in point of real supplies, we had to pay for as we went. I think 
there is no economic reason, but only a bad psychological reason, why 
1t is not entirely possible to assert and carry out the principle of 
paying fora war as you go. | 
have heard this morning discussion about two different things; 

one, as I understood it, conscripting of excess profits and capital. 
That is not treating capital as men are treated. You do not take a 
man’s excess profits when you put him in war, but you take him 
altogether. There is no reason, if you really mean to treat capital 
like man ponen that you should stop at taking excess profits. 1 
agree partly with my friend Mr. Smith, that this announcement will 
not prevent war. But it may have a somewhat salutary influence on 
certain rather reckless citizens. Indeed, in going around the United 
States, I have found a rather singular a i alarming condition. I 
have not seen anyone who said that he wanted war, but I have heard 
more than one person remark, “ Well, in war times there are plenty 
of jobs,” or “ We can sell our wheat or our cotton in war times.” In 
other words, this depression reduces resistance to war, which is one 
reason why we should be waging war against poverty. I suggest 
this, however, to emphasize my point, that 1f there is a very clear con- 
viction that there won’t be so many profits as a great many people 
enjoyed in the late war, there will be somewhat less urge for war. I 
think that all the practical good by way of prevention will be accom- 
plished if it is understood categorically and definitely that we will 
pay for war as we go, and that the abomination of giving a favored 
class of our citizens a claim on the national income long after the 
war is over, will be ended. From the standpoint of national economy, 
we can no more truly pay for the war after it is over in material 

oods than in men. The supplies necessary for the war were pro- 
duced then as much as the man power. There is no logic or justice 
in financing wars by great loans. | 
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Finally, may I say that I am opposed to the use of commissions in 
the reserve Army corps for industrialists and the use of skeleton 
contracts or whatever they may be, with great corporations. which 
contracts are put out now in tentative forms as in time of peace 
largely for the purpose of sweetening the pill of war. 

ormer Secretary of War Baker said it was impossible to prepare 
for war, since it was largely a matter of improvization. These con- 
tracts consciously or unconsciously simply tend to militarize indus- 
try, and insidiously to harness the thinking of the manufacturers to 
the psychology and ed e of a war machine. 

Again let me repeat my fundamental idea: The proper socializa- 
tion of our resources and industries now will make not only plenty 
and peace but freedom more possible. Proper socialization for peace 
will greatly lessen the likelihood of war or the supreme tyranny of 
conscripting men for war. 

Secretary HurLey. Mr. Thomas, I want to thank you for the 
views that you have given. You have suggested two or three times 
that you have been rushed in this matter, and I may say to you 
that any supplement that you care to add to the remarks that you 
have made will be gladly received by the commission. 

Mr. Tuomas. Thank you. I should like very much to see a 
transcript of the statement that I have made and perhaps expand 
it upon the basis that I have suggested. I have prepared no þi 
but have merely sought to suggest the course of action in regard 
to the general preservation of peace. Will there be open hearings 
in September $ 

Secretary HurLeY. We intend to close the hearings, and after 
we have closed the record, the commission, which is rather large, 
will be compelled to give some time to an examination of the record 
before it and to consider the testimony that has been given. The 
duty of this commission is prescribed by a joint resolution of Con- 
gress, which you have before you. Have you formulated a con- 
crete plan whereby we could comply with the mandate of Congress 
contained in that resolution and present a plan for the equalization 
of the burdens of war? 

Mr. Thomas. As I read your resolution, it is headed “a joint 
resolution to promote peace and to equalize the burdens and to 
minimize the profits of war.” I think the first clause is important. 
I think you would do an enormous service to America, first, by 
stating that there are definite limits to the promotion of peace by 
any plan for the conduct of war. The promotion of peace requires 
positive and constructive measures—disarmament and other things 
that I have suggested. I think there is very great danger of 
letting the public think ete are going to accomplish what I am 
sure you yourself don’t thi you will accomplish by any proposal 
of equalizing burdens. I think it will have to be made very clear 
that 1f equalizing burdens means conscription of property as of life 
it will require a constitutional amendment. ile I want very 
much to see a socialization for the purposes of peace of all basic 
means of production and distmbution, while I think that is neces- 
sary before we can have peace and freedom, I have my doubt about 
the wisdom of rushing into a hasty conscription policy on the verge 
of war. I think a better result would be achieved in so far as any- 
thing can be done by recommending a solemn resolution pledging 


WAR POLICIES COMMISSION 127 


the country to pay for war as you go; that is, to tax for war. Aside 
from that, 1 have made other suggestions, as you know, about avoid- 
ing war, which may or may not be relevant to your purpose. 

fr. CoLLrNs. I take it from your statement that you think there 
are two kinds of national defense. One is national military defense, 
and the other comes through certain peace agencies that may be 
set up or could be set up. 

Mr. Thomas. You take it correctly, sir. I think there are two 
kinds, and that the military kind under the conditions of modern 
war is a very uncertain and precarious kind, because 1 doubt if 
there will be victors in the next war. Hence, emphasis should be 
on the avoidance of war. The other way has been tried long 
enough. 

Mr. CoLLrIxs. That is all. 

Secretary Hurtey. We thank you GEA much, Mr. Thomas. 

The next witness is Miss Doroth etzer, executive secretary, 
International League for Peace and Freedom, Washington, D. C. 


STATEMENT OF DOROTHY DETZER, EXECUTIVE SECRETARY, 
WOMEN'S INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM, 
WASHINGTON, D. C. 


Miss Derzer. Mr. Secretary, I have in my hand the resolution 
under which this commission is operating and I ‘note, as Mr. Nor- 
man Thomas did before me, that the purpose of this commission is 
suggested in the little preamble to the resolution— | 

Joint resolution to promote peace and to equalize the burdens and to mini- 
mize the profits of war. 

So 1 take it for granted that one of the main purposes of this 
commission is * to promote peace ” as stated in the official resolution. 

In the body of the resolution we find four points: First, “to 
study and consider amending the Constitution of the United States 
to provide for the conscription of private property for use during 
war ”; second, “ for the methods of equalizing the burdens of war ”; 
third, “ methods to remove the profits of war” and, fourth, “a 
study of policies to be pursued in event of war.” I should like briefly 
to speak on these four points. | 

As to the conscription of capital, it has been pointed out at these 
hearings, as elsewhere, that life can be conscripted in time of war, 
but that it is unconstitutional to conscript property. 1 should like 
to point out, as Mr. Sayre has before me, that if it is the purpose 
of this commission “to promote peace,” it would seem that one 
of the quickest ways to do that would not be to extend the sys- 
tem of conscription, but, rather, to curtail it. My suggestion to the 
commission under this first point, then, would be not to provide 
for more conscription, but rather to abolish the whole system of 
conscription. If the purpose of this commission is to oo to pro- 
mote peace, a short cut would be to break the backbone of war b 
abolishing the power of Congress to conscript anything; to abolish 
the right to conscript life; to abolish the right to conscript property; 
to abolish the right to conscript labor, which, I believe, our Con- 
stitution already does. We should not extend conscription, but 
abolish all conscription if we would “ promote peace.” 
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The second point in the resolution is the “methods of equaliz- 
ing the burdens of war.” As has been pointed out here a great 
many times, and I believe by you yourself, Mr. Secretary, that is 
ee We can not evaluate life and property by the same 
scale. So I won't dwell any further on that, because I feel we 
quite agree on it. 

The third point in the resolution is “to study the methods to 
remove the profits of war.” It seems to me this is a very serious 
and very natural demand of the men who suffered and gave every- 
thing in the late war and who came back to find that others had 
made great profits; but it would seem obvious that if you would 
take the profits out of war you must first take the profits out 
of preparations for war; in other words, remove any private gain 
from preparation. I am not suggesting that war comes solely 
throu h the efforts of those who make profits out of it. I agree 
with Mr. Tucker Smith that that is only one of the causes of 
war, probably a rather small one. To consider it the chief cause 
soul be an oversimplification of a very complicated problem; 
but we have reason to believe it is one of the causes of war, and 
I suppose it is rather trite to suggest that munition industries and 
other industries which gain through the war system must have a 
return on their investment. In this connection ıt would seem clear 
that if to take the profits out of war will help to promote peace 
that a surer check would be on preparation for war; that is, some 
control of the munition industries and those who gain now through 
the preparations for war. 

In this connection, I would like to point out that the munitions 
industry is an industry without a country. To my mind it is wholly 
unpatriotic. I suppose some people would damn it by saying it is 
also international. In the late war it was quite international. The 
English in the Dardanelles were killed by guns which British firms 
sold to the Central Powers. Iron and ed companies in Germany 
exported basic metal to France via Holland and Switzerland during 
the late war. One of the startling facts which shows the interna- 
tionalism of the munitions industry is that Krupp, the head of the 
a munitions industry of Germany, was an officer of the French 

egion of Honor. In the United States the Shearer case has been 
one of the conspicuous examples of the interference by those who 
make profits through preparations for war—interference in an inter- 
national conference in which our Government was seeking to cherk 
naval rivalries. These hearings themselves are appalling evidence 
of this fact of the secret interference by munitions industries, so 
that no further comment on this is necessary by me. 

Only this winter, in the United States Congress, a bill authorizing 
the expenditure of $30,000,000 for the repair of three old battleships 
was passed, I believe, with only seven votes against it, at a time wlien 
a bill asking for $25,000,000 for direct relief was voted down. The 
vested interests in war gaining attention before starving American 
citizens. 

I give those examples as examples of the internationalism of the 
munitions industry, of its lack of patriotism, and the need of the 
munitions industry to make profits in the preparation for war. 
There is one other example I would like to cite. When our present 
Federal Prison Commissioner, Stanford Bates, was Commissioner 
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of Corrections in Massachusetts. he had introduced into the Legis- 
lature of Massachusetts a bill in January, 1928. This bill sought to 
control or to prevent the sale of small arms. On January 24, 1928, 
the day of the hearing on this bill, the War Department, Mr. Secre- 
tary, sent the following telegram to the Massachusetts Legislature. 
It was signed by the Assistant Secretary of War, C. B. Robbins. 
I quote it: 

The Wur Department considers continuance in existence of our arms and 
ammunitions manufactures as vital to national defense and is opposed tu any 
bill prohibiting the manufacture of small arms or their properly controlled sale 
to law-abiding citizens which might result in forcing such manufacturers out 
of existence. . 

However one may feel about the interference of the Federal Gov- 
ernment in State matters—a great deal has been said about Federal 
interference in States where there was child labor when an attempt 
was being made to control this evil by Federal action—however that 
may be, the important point, it seems to me, about this telegram is 
the fact that the War Department sent a message to a State legisla- 
ture opposing the passage of a bill which was seeking to control 
racketeering 1n the State, for the purpose of protecting the munitions 
industries so that they could.continue to make profits in peace times, 
in order that they would be well greased and in good working order 
when or if a national war came. Therefore I suggest that if we are 
here really seriously considering this point in the resolution to take 
the profits out of war, that the time to do it is to begin now and take 
the profits out of preparation for war. re ere | 

In connection with this Massachusetts case, it is interesting to 
point out that a Massachusetts boy of 14 bought a revolver by mail 
and with it came a pamphlet from the Civilian Marksmanship Asso- 
ciation—I believe it functions under the War Department, Mr. Sec- 
retary—and in the pamphlet, I am informed, it was suggested that 
the purchaser send a letter to the legislature opposing this bill I 
referred to. The boy was 14, but in spite of the fick he was not. of 
voting age, he and two other boys wrote such a letter and sent it 
to the legislature. Three months later this boy killed with this 

istol he bought by mail another boy of his own age. That is rather 
far from the point and far from this resolution, but I tell that story 
simply to show the ramifications, the extent to which this assuring 
the profits of the munitions industries directly affects our boys in 
peace time. 

The Christy Tank is another example, shall I say, on the un- 
patriotic side of the munitions industry. I believe it is true the 
United States bought one or two of these tanks and the others were 
sold to Japan and Russia. That means in a possible next war that 

the tank made through the military Salar of an American may be 
used to mow down American boys. Therefore, I would eapecthully 
suggest that this commission make an attempt to look into the pos- 
sibilities of checking profits in the preparation for war. 

However, in carrying on modern warfare, perhaps more impor- 
tant than building battleships or manufacturing munitions, is the 
acquisition of raw materials—oil, iron, potash, and so forth. For 
the Government to control or to obtain control of the oil industry, 
or all of these other things, naturally means nationalization. We see 
that nationalization to-day in Soviet Russia. Soviet Russia has na- 
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tionalized her raw materials, and yet this in itself, although she has 
vies definitely taken the profits out of war; that is, private pe 

or private gain, has not checked the military system. And so it 
seems to me it is quite impossible to do anything except to check in 
a small way the poe in war, unless there is a complete nationali- 
zation not only of the raw materials, but of all manufactures. 

The fourth point in this resolution is the study of policies to be 

ursued in event of war. To-day our military experts—I believe, 

r. Secretary, you would also agree to this—have made us see that 
any successful use of the war method must mean the involving of the 
civilian population. The war maneuvers which are starting this 
week are a striking example of the direction of this new war method. 
The great urban centers are being attacked and defended by the air- 
planes which are now starting these maneuvers. Now, these little 
words “attack” and “defense ”—we do not get down to knowing 
what they mean—they are pretty little military terms. But, in 
reality, what those maneuvers are pointing out, it seems to me, is the 
fact that the civilian population is going to be attacked; that the 
defenseless women, children, the old, the sick, the helpless, are at the 
mercy of the new war method. This is a new departure in the war 
method; formerly war meant armies rising against armies. Now, 
quite definitely we are told—I am not a military expert; I am a 
peace advocate—but the military people have told us if we would 
carry on a modern, Poo war, it must be inst the civilian 
populations; and, as I point out, the maneuvers this week are over 
Boston, New York, Philadelphia, and Dayton—the urban centers. 
Putting it very harshly and very cruelly, and very brutally; but I 
believe accurately what this commission will be doing, if it forms a 
policy to be pursued in the event of war, is to form a policy or poli- 
cies, in which American men are to be conscripted to kill babies. I 
mean that will be part of their job, whether they like it or not, and 
I do not think we should close our eyes to it. That is what we must 
ask our men to do. We are not willing to ask that of any American 
man. 

This is not a lurid picture painted by pacifists for, in this con- 
nection, I should like to submit for the record the report of a com- 
mittee of the International Red Cross, which was appointed to go 
into methods for the protection of civilian populations in a possible 
next war. This report was presented at the misa conference in 
October, 1930. If we are lacking in time, I won't read that but 
simply have it put into the record. The gist of it is, that this Red 
Cross commission, which was to study methods for the protection of 
civilian populations, has come to the conclusion it can not be done; 
that you can not protect a civilian population in modern warfare in 
any adequate way and that, therefore, the only way to protect civil- 
ians in a possible next war is to have no war. I should like, if I may, 
to submit this report, which is a translation from the French, of the 
International Red Cross report. 

Therefore, we would question your premise that it is possible “ to 
promote peace” by means of a more effective war method, and, 
finally, we would oppose a war policy on the ground that it is con- 
trary to the spirit and real meaning of the Kellogg-Briand treat 
for the renunciation of war. We do not accept your premise that it 
is possible or wise to have nice wars; we point out that the peoples 
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of the world have repudiated that system. The United States Gov- 
ernment signed and ratified, along with 54 nations of the world, this 
treaty which specifically states that the settlement or solution of all 
disputes—not some disputes, but of all disputes—the settlement or 
solution of all disputes or conflicts of whatever nature or of what- 
ever origin they may be shall never be sought except by pacific 
means. l know it has been stated by a member of this commission 
that there are interpretations to this treaty and those interpreta- 
tions provide for defensive warfare. I am sure you, Mr. Secretary, 
would agree with me it is very difficult to-day to know the difference 
between defensive and offensive warfare. I believe there is only a 
doctrinaire difference. Military experts says that one of the best 
methods of defense is very often offense—getting there first. There- 
fore it really does not make so much difference about interpreta- 
tions which have been attached to the treaty either by France, Eng- 
land, or the United States, as those interpretations may be changed 
by a shift or change of government; they can be altered. The im- 
portant thing is the wording of the actual treaty. It is perfectly 
clear, perfectly simple, that every dispute shall be settled by pacific 
means, no matter what its origin. However, whatever the interpre- 
tation may be or however people may disagree on this point, the 
significance of the treaty lies, 1t seems to me, in the fact that the 
peoples of the world demanded that their po uel should, 
through the most solemn and binding method known to govern- 
ments, ary declare the repudiation of the method of war for 
dealing with future disputes. In the treaty there is no suggestion 
that conflicts between nations will cease. In fact, the treaty assumes 
and anticipates future conflicts; but it definitely declares, as I have 
said before, that all of those disputes of whatever nature, or of 
whatever origin they may be, shall only be dealt with by pacific 
means. 

It is reasonable to suppose that as the world grows smaller there 
will be more, rather than less, disputes between nations. We are 
witnessing to-day this tremendous conflict that is going on between 
Germany, Austria, and France on the customs union. Of course 
this is a thing which could easily lead them to war, and it is being 
submitted for a peaceful method of solution to the World Court 
for an advisory opinion. 

Now, there are hundreds of conflicts to-day between nations which 
must be dealt with and settled. These disputes and conflicts are 
dealt with in several ways—either by the method of diplomacy, con- 
ference, conciliation, or arbitration; and there is another method, 
war. Now, this treaty has very definitely stated we shall no longer 
use the war method. The treaty recognizes, I believe, that war 
is a man-made institution and no more a part of human nature 
than the tariff is. War is a method of state action and can be 
repudiated and has been repudiated by the thinking peoples of the 
world. War is morally obsolete and should become legally obso- 
lete. The important fact is that this method has developed to 
such an extent that it presents wholly a new condition for its 
effective use. 

Therefore we believe that the way to promote peace, which is 
the first purpose stated in this resolution, is to promote peace and 
not to prepare for war. As for defense, we would submit that the 
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only adequate defense there can be to-day is our just dealing with 
other nations. 

Thank you very much. 

Secretary HurLeY. Thank you very much Miss Detzer. 


(Miss Dorothy Detzer submitted the following statement :) 


I should like to submit a part of the report of the committee of the Inter- 
national Red Cross on the protection of civilian populations. This report was 
presented at the Brussels conference in October, 1030: 

“The first six paragraphs of this report set forth the following facts and 
conclusious: Decause the World War was a war of materials, as well as of 
men, it became of advantage to enemy forces te go behind battle lines to 
attack factories, distribution centers, and transportation systems. Long-range 
guns and airplanes made such attacks possible, but it was impossible to con- 
tine attack to those engaged in war work: civilians (men, women, and children) 
were exposed. While all nations are to-day attempting to devise means tu 
protect their armies against chemical and air warfare, it is equally important 
to protect the civilian population. Such protection must be ‘not of any pur- 
ticular zone in a country but of entire countries, since with the progress of 
aviation there will be no point which will not be under the fire of the enemy. 

“The population should be divided into those who must carry on active 
work during attacks and who must be provided with gas masks and those 
who could be placed in shelters. Not only people but essential organiza- 
tions, telegraphs and telephones, railroads, and electrical centers must be 
protected; casualties must be cared for, and the soil und buildings affected 
must be disinfected.” 

Having pointed out these facts, the report continues: 

“It must be admitted that the protection of civilians against gas warfare en- 
counters great difficulties. Let us suppose that we wished to provide the popula- 
tion of all countries with masks; this would represent a considerable expense, 
and I am obliged to say an expense which at any given moment nray be rendered 
useless. * * * As for the construction of the shelters necessary for entire 
civilinn populations, we know very well that it would be a tremendous under- 
taking. * * * 

* But let us suppose that we do both of these things—provide masks and provide 
shelters—-we must realize that the civilian population will not be completely pro- 
tected. In the last war our soldiers were as well protected as possible against 
gas and yet there were losses. Even if we employ all possible methods for pro- 
tecting the civilian population, there will be losses. But let us consider a second 
point which it is very important to emphasize. * * * If belligerents be- 
lieved it to their interest to carry their warfare behind the lines of battle. the 
civillan population would undoubtedly be attacked not only with gas but with 
explosive and incendiary bomhs. The committee of experts nrade studies to find 
out the actual power of explosive and incendiary bombs. They discovered that 
these weapons are capable of producing such destruction that if explosive bombs 
fell on a congested community nothing would remain. The seriousness of an 
attack becomes a question of quantity. If at a given point everything can be 
destroyed by an explosive bomb, if there were a sufficient number of these 
weapons, What ravages might not be perpetrated? And if you wish to protect 
the population of a large community against such a nrenace, what are yeu going 
to do? You will have to construct bombproof shelters—that is to say, actuul 
fortifications for an entire civilian community. This is almost impossible. The 
committee of experts attempted to estimate the expense. If Europe wishes to 
transform itself into a fortress, the entire activities of the people would have to 
be devoted to this purpose for 10 years. It is easy to see that in the case of a 
large community there would be practically no nreans of protection except evacua- 
tion, and it is easy to see that any evacuation of an entire population has its 
difficulties. How can they be moved’ How can they be sheltered? How can 
they be nourished? 

“Under an attack by gas and chemicals the losses would be great, but under 
the combined attack of poison gas, explosives, and incendiary bombs, the losses 
would become terrible. It is not necessary to have mucb imagination to see be- 
neath tne words ‘terrible losses’ the suffering and sorrow and misery that 
there would be. since women and children would be involved. 

“At first we thought that international law would prevent such attacks as this 
on civilian populations, but consultation with jurists shows that protection of 


WAR POLICIES COMMISSION 733 


civilians through legal prohibitions is very doubtful, and that in time of war the 
few little documents we have in our hands would be likely to have small effect. 

“In the face of these facts it is impossible for the international committee of 
the Red Cross not to be profoundly concerned. We ask you to permit your inter- 
national committee to continue not only to study means of technical protection 
of civilian populations in time of war but meuns for protecting them legally. 
Even if these studies lead only to negative results, if it is shown that the tech- 
nical protection of civilian populations is impossible, that there is no way to set 
up diplomatic machinery that will protect them, even then, above all then, the 
work of your international committee will have had its use, for it will be evi- 
dent that it is not any generous sentiment of the heurt but reason itself which 
commands us to attack this evil at the root, to attack not only this or that 
weapon, not only this or that form of warfare, but war itself.” 

Secretary HukrLey. The next witness will be Rev. John Nevin 


Sayre, executive secretary of the Fellowship of Reconciliation. 
STATEMENT OF REV. JOHN NEVIN SAYRE 


Mr. Sayre. Mr. Chairman and gentlemen of the commission, I 
represent the Fellowship of Reconciliation, an organization with 
groups in more than 20 countries of the world of persons who be- 
lieve that the method of war is fundamentally opposed to the method 
of love as seen in Jesus Christ and who believe that this love ‘ must 
serve as the true guide for personal conduct under all circumstances.” 
We are loyal citizens of the countries where we live and will support 
our Governments to an extreme limit as they seek to fulfill the peace 
pledges of the pact of Paris, an instrument concerning which Presi- 
dent Hoover and Prime Minister Ramsey McDonald have said: 

Both our Governments resolve to accept the peace pact not only as a declara- 
tion of good intentions but as a positive obligation to direct national policy in 
accordance with its pledge. 

But it seems to me that the United States will not be directing 
its national policy in accordance with the spirit of this pact of peace 
if at this juncture of the affairs of the world, when we are threatened 
by no foreign foe and when the heart of mankind is longing to dis- 
arm the instruments of war, your commission should approve any 
war policy which involves conscription of personal conscience. 

This would occur if you adopt General MacArthur’s mobilization 
plan for registering and drafting into some form of war service all 
able-bodied men between the ages of 18 and 45. It would also 
happen if you should adopt the proposal of Mr. Bernard Baruch 
at the point where he advocates a “ work or fight ” order. You may 
remember that he said: 

The Government can specify classes of employment for which, in emergency, 
women, men without the draft age limits, and men not fully capacitated for 
military service are sufficient. It can specify whole classes of employment 
which are not considered essential at all and, as we have seen, can say, “ Every 
man not in military service—whatever may be his domestic or other circum- 
stance warranting deferment or exemption—must be usefully and faithfully 
employed in an occupation essential to the military purposes of the Nation.” 
It can go much further. It can say that if a man be called and found unfit for 
military service but fit for other work in the essential lists, he must so employ 
himself or be cut off from rations, transportation, fuel, and supplies. 

Mr. Chairman and gentlemen of the commission, I wish to protest 
strongly against the adoption or recommendation of any such pro- 
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posals, and I would point out, if I may, some of the moral objections 
and difficulties inherent in them. 

I noticed in reading the statement of the Hon. Newton D. Baker, 
former Secretary of War, that he stressed the point that “ modern 
war is essentially and inevitably a process of improvization ”; that 
conditions change so fast that it is impossible to provide by advance 
planning for meeting the unforeseen contingencies that the swiftly 
changing technique of scientific warfare evolves.. Mr. Baker was, 
I think, speaking mostly of the mechanical aspects of war, but I will 
venture to assert that the same is true of its psychological factors 
and of peoples thinking about war in the present world situation. 
There is going on all over the world to-day an accumulating revolt 
of the conscience of mankind against the whole war process. This 
movement is not something imposed on people from above, nor is it 
principally the result of agitation. It is an awakening of individual 
conscience in myriads of human hearts becoming acute because of 
the complete uncovering of the modern war system which this gen- 
eration has seen. Men are seeing that, without peace, science in war 
will rush us on to utter destruction; and also that the war process, 
even if used in self-defense, is the utter antithesis of the Christian 
gospel. Therefore, if war comes again the problem of the con- 
scientious objector will not be just the same problem that it was in 
1914-1918; it is likely to assume mass proportions; and a selective 
service act which the War Department may feel worked with tol- 
erable efficiency in 1918 can not be counted on to meet the full tide 
of conscientious objection which may break against it in a new 
emergency. 

I am not making any prophecy or anv threat as to what will 
actually happen. but I am in a position to know that the movement 
of conscientious refusal to take part in war is making tremendous 
advances at this time. Recently a magazine of which I am presi- 
dent. the World To-morrow, sent out a questionnaire to 33.000 Amer- 
ican ministers asking, among other questions: 

Are you personally prepared to state that it is your present purpose not to 
sanction any future war or participate as an armed combatant? 

Nineteen thousand three hundred and seventy-two ministers re- 
plied, and 10,427 answered with a straight “ yes”: 12.076 said they 
believed “that the churches of America should now go on record 
as refusing to sanction or support any future war”: 16,018 said 
that they did not “ favor military training in our public high schools 
and civilian colleges or universities.” 

Last October a manifesto against conscription and the military 
training of youth was issued by an international peace council rep- 
resenting the Friends’ International Service Council, the Interna- 
tional Antimilitarist Bureau, the International Cooperative Women's 
Guild, the International Fellowship of Reconciliation, the Interna- 
tional Union of Antimilitarist Ministers and Clergymen, the peace 
committee of the Society of Friends, the War Resisters’ Interna- 
tional, and the Women's International League for Peace and 
Freedom. This manifesto was personally signed by such distin- 

ruished world citizens as Prof. Albert Einstein, Romain Rolland, 

. G. Wells, Dr. Sigmund Freud, the bishop of Birmingham, 
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Rabindranath Tagore, Selma Lagerlof, General von Schonaich, 
Prof. John Dewey, Miss Jane Addams, and others. It stated: 


The governments of the world now officially acknowledge the supreme claims 
of peace. In the Paris pact they have repudiated war as an instrument of 
national policy. Nevertheless preparation for war continues. Especially pro- 
nounced is the contrast between the peace declarations of governments and 
the maintenance and extension of military training. 

Military training takes two forms. In many countries it is imposed by law. 
In other countries, whilst nominally voluntary, it is imposed on a wide scale 
by moral or economic pressure. Furthermore, all governments claim the 
ultimate right to demand war service from their citizens, men and women. 

We urge that the time has come when every sincere lover of peace should 
demand the abolition of military training of youth and should deny the right 
of governments to tmpose conscription. Conscription subjects the individual 
entirely to the military powers. It is a form of servitude, the habitual ac- 
ceptance of which only illustrates its deadening effect. 

Military training is training of mind and body in the technique of killing. It 
is education for war. It is the perpetuation of the war mentality. It prevents 

- the development of the will to peace. The older generation commits a grave 
crime against the younger generation when in schools, universities, official and 
private organizations, it educates youth, often under the pretext of physical 
training, in the science of war. 

The peace treaties imposed on the defeated countries the suppression of 
conscription and the military training of youth. It is time for the peoples of 
the world to take the initiative in freeing themselves from both. 

If governments fail to recognize the strength of the revolt against war, 
they must expect the resistance of those for whom loyalty to mankind and 
conscience is supreme. 

Let the peoples of all countries demand an end e militarism and con- 
scription—education for humanity and peace. 

Jane Addams (United States); Dr. h. c. H. P. Borlage (Holland) ; 
The Right Reverend the Bishop of Birmingham; Paul Birukoff 
(Switzerland, formerly Russia); Valintin Bulgakoff (Russia) ; 
Prof. Dr. John Dewey (United States); Prof. Dr. Albert Ein- 
stein (Germany); Prof. Dr. August Forel (Switzerland); Prof. 
Dr. Sigmund Freud (Austria); Arvid Jarnefelt (Finland) ; T. Z. 
Koo (China); Prof. Dr. J. B. Kezak (Czechoslovakia); Selmu 
Lagerlof (Sweden); Dr. J. L. Magnes (Palestine); Dr. h. c. 
Thomas Mann (Germany); Victor Margueritte (France): Sven 
Aarestad (Norway); Toyohiko Kagawa (Japan); H. W. Nevin- 
son (Great Britain) ; Rector Ole Olden (Norway); Prof. Dr. L. 
Quidde (Germany) ; Prof. Dr. Emanuel Radl (Czechoslovakia) ; 
Prof. Dr. Leonhard Ragaz (Switzerland); Ameen Rihani 
(Arabian speaking countries); Henriette Roland Holst (Hol- 
land); Romain Rolland (France); Hon. Bertrand Russell, 
F. R. S. (Great Britain); Upton Sinclair (United States); 
Generalmajor a. D., Dr. h. c. F. von Schonaich (Germany) ; 
Rabindranath Tagore (India); Elin Wagner (Sweden); H. G. 
Wells' (Great Britain); Stefan Zwelg (Austria). 


Now. I do not say that such sentiments are held as yet by the ma- 
jority of mankind, but they are held by a growing minority that 
counts. And the significance of this minority is not primarily in 
names or numbers but in its holding to and setting forth a principle 
of truth, a principle which corresponds to some of the deepest things 
in human nature, a principle which may be er ribena in the words of 
Gandhi, of India, as “ truth force.” 

Nearly all progress in human history has come: about besause some 
individuals saw further or grasped .more of truth than the major- 
itv around them who acted from habit, tradition, or convenience. 
It is to these pioneers and prophets in spirit and action that we owe 
the liberties which we prize to-day. Men were denounced for dis- 
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believing in the feudal system and the divine right of kings, in prac- 
tically the same way as those are denounced who conscientiously 
oppose war in this generation. Slavery was upheld as divine, as 
instinctive, as eternal, as inevitable, and all sorts of devices were used 
to humanize it or mitigate its burdens and its consequences. And 
yet it was the expanding horizon of prophetic spirits, driven by 2 
sense of conscience and fo alty Beyond the immediate and accepted 
standards and laws, elach finally made the institution of slavery 
untenable. It should be the duty and obligation of the State to fos- 
ter that freedom of conscience and loyalty which makes possible a 
sure growth of ethical ideals to temper a civilization and culture 
which constantly grows more complex and a civilization which is in 
constant danger of being insensitive to right and justice, because 
its power to harm or destroy outreaches its capacity to recognize and 
feel the injustice it may do. To those individuals who to-day re- 
fuse to compromise with the war system humanity will owe a tre- 
mendous debt in the years to come for their sharp quickening of a 
growing world conscience against war, the supreme curse of our 
generation. 

In the essential issue bound up in resistance to conscription of con- 
science by the war-making state, there is very vital and positive 
affirmation of social significance which the term “slacker ” or even 
“conscientious objector ” fails to describe. The phrase “ conscien- 
tious affirmer ” would be a more accurate designation. My under- 
standing of the moral principle for which the conscientious affirmer 
seeks ia bear witness, in refusing conscription, is somewhat as follows: 

He holds, first, that the political state was made for man, and not 
man for the political state. In the words of our Declaration of 
Independence: 


Governments are instituted among men, deriving their just powers from the 
consent of the governed. 


The conscientious affirmer loyally serves the just purposes of the 
Government in days of peace, and he wishes even more in the dan- 
gers of war time to be loyal to the country of his love. But, if in 
that country a radical transformation suddenly occurs so that with 
the outbr of war the Government enters into a new business 
and requires, as Mr. Baruch insists, that— 
the entire population must suddenly cease to be a congeries of individuals, each 
following a self-appointed course, and become a vast unitary mechanism com- 
posed in our case of some 125,000,000 corelated moving parts all working to 
the end of directing practically all our material resources to the single purpose 
of victory— 
if such an overnight transformation of government occurs, it may 
et Sa to the conscientious individual that he can not go along 
in this new business of the state engaged in war without violating 
his deepest loyalty to humanity or truth or Christ or God, or 
whatever is the supreme loyalty of his being. 

Mr. Baruch says: 

Modern war requires that the full power of the Nation be exerted in the 
shortest possible time, not only to the violent beating down of the enemy by 
uny destructive material force we can invent or use, but also to every process 


ot slow and often insidious economic strangulation and political isolation 
that we can devise and administer. 
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Well, how can a Christian take part in that who expects to face 
the judgment of Christ and who hears in his conscience the voice 
of Christ saying: 

Inasmuch as ye have done it unto one of the least of these, my brethren, ye 
have done it unto Me. 


You are forcing him to choose between Christ and Caesar if 
Caesar insists that he must be one of the hundred and twenty-five 
million corelated moving parts all working to the violent beating 
down of human beings by any destructive material force that can be 
invented. The conscientious affirmer who refuses to do this is 
standing up for the liberty of the human soul against the tyranny 
of the war-making state. 

In the second place, unless there is in the world a certain amount 
of thoroughgoing, uncompromising personal pacifism of the con- 
scientious affirmer sort the peace movement will be doomed to failure. 
The war habit is not going to be put out of the way in this country 
or in any country easily. It is far too firmly intrenched. It can 
only be overcome by the spiritual power of men and women who will 
suffer and suffer and suffer for what they believe. A few years ago 
Bishop Francis McConnell, who has since been elected president of 
the Federal Council of Churches, is reported to have nd : 


I am not a conscientious objector, but I believe that when war is finally put 
away it will be the conscientious objectors who do it—people enough in earnest 
about the matter to say, “ We will stand up and be shot rather than go to war 
for any purpose whatever.” * * * The men that are going to put war out 
of existence are the ones who say, “We will not go under any circumstances— 
offensive, defensive, or any other kind—I am not going to do it.” This is the 
type of.men that are going to put war out of the way. 


Likewise in the movement for disarmament, success will rest, ın 
part, on there being in the world a pioneer group of individuals who, 
throwing aside all trust in protection of armament for themselves, 
will demonstrate the new ways of disarmed defense, just as pioneers 
in aviation had to forsake locomotion by wheels and take the personal 
risks of flight by air in order to prove that the thing could really be 
done, and after awhile safely done, when enough experimenting had 


been tried. 
Prof. G. J. Heering, of the University of Leyden, says: 


The true ethic begins with personal conscience and personal behavior, and 
this ethic must permeate communal morality, not vice versa. The pacifism 
whereby the disarmament parties as such must live is morally strong only 
because it is pacifism on principle, for there is no real driving power in op- 
portunism, and this pacifism never feels the conflict with militarism to be 
merely a matter for the people as a whole, or for a party, but always and 
primarily as a personal matter, a matter of conscience. * * * Personal 
conscientious objection fulfills somewhat the same róle in the movement for 
national disarmament as the latter plays in the fight for general disarmament, 
that of indispensable stimulus, because of its thoroughgoing principle and 
character. * * * Christ calls up his soldiers of peace. They were not 
wanting in the last war. Many of them were put against the wall and shot. 
That fact only emerged afterwards, but it has done its work. Here again the 
blood of the martyrs is the seed of the church. They made their sacrifice to 
the Father of All Men, without sacrificing their neighbor, indeed, for the sake 
of their neighbor; the sacrifice of their own life alone, the pure, Christian 
sacrifice. Many such sacrifices must still be made before the time comes, which 
will surely come, when men shall honor the grave of that “ unknown soldier” 
who has fallen in the cause of peace. 
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In conclusion, I urge you gentlemen to remember that throughout 
almost the whole of its history our United States has never been 
a country favorable to militarism’s way of conscription. For a brief 
period in the Civil War and during our participation 1N the World 
War we imitated this invention of the militaristic system of Europe, 
but it has never belonged in the free atmosphere of America. To-day 
our Government 1s solemnly bound by the word of our President and 
the act of our Senate to renounce War as an instrument of our 
national policy. If our shores should ever be attacked by a hostile 
foe, is it likely that our Government would need to fall back on 
conscription to rally our people to the actual defense of their fireside= 
and homes? I think not. But at this moment there is going on ìn 
Europe a momentous struggle between those governments who would 
hold on to the conscript system and those governments like Great 
Britain, Germany, and Russia who wish to abolish it; between the 
conscientious afhrmers for peace—the war registers in conscript 
lands suffering long days and nights of imprisonment in military 
dungeons—and the fear-ridden despotic governments which know 
no better than to think that they can imprison the divine urge to 
liberty in man. Why should not America in this hour east her 
vote in world affairs on the side of the freedom that has been our 
heritage for generations? Such would be the effect of your vote in 
this commission if it can be announced to the world that America. 
having renounced the instrument of war for the furtherance of 
national policy, rejects une uivocally the application of war con- 
scription to her free sons an daughters. 

I have here a number of resolutions on war and peace officially 
adopted in the last few years by some of the leading religious 
denominations-in this country. May I ask that they be inserted in 
the record as indicative of the sharpening conscience of the Chris- 
tian Churches—a conscience which is bound to become more opposed 
to the war system during the coming decade, a conscience which this 
commission should not ignore, nor underestimate, nor violate. 

Secretary Hurtey. It ank you very much, Doctor Sayre, for your 
very interesting statement. The resolutions you refer to will be 
extended in the record. 


(The resolutions referred to are as follows:) 


DENOMINATION AT. RESOLUTIONS ON INTERNATION AT. RELATIONS 
I. CHRISTIANITY, THE CHURCH, AND WAR 


Congregational Churches, National Council, 1928: 
“We record our conviction that war is contrary to the mind of the Christ: 
that the continuance of civilization demands its entire elimination; and that 
it ix the duty of all Christians and all churches to find a Christian way to mert 
international situations which threaten war. 

“In view of this, be it 

« Resolved, That our churehes be urged to strive and pray with new zeal 
and persistence for permanent and universal peace.” 
_ From the Social Ideals: 

“That the Church of Christ us an institution should not be used as an instru- 
ment or an agency in the support of war.” 

Disciples of Christ, international convention, October, 1930: 

“That we affirm our belief that war as a method of settling international 


disputes is incompatible with the teaching and example of our Lord Jesus 
Christ.” 
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Evangelical Synod, social pronouncements of, 1925 (taken from Johnson's 
“Social Work of the Churches ’’) : 

‘International warfare and the gospel of love and brotherhood, which we 
profess are incompatible. The methods used and the passions aroused by 
war both outrage Christ’s conception of a Kingdom of God in which men 
shall trust, love, and forgive one another. Support pledged to every move- 
ment which looks toward an organization of the nations for the elimination 
and outlawry of war and to create the spirit of international good will. We 
furthermore declare that we will not, as a Christian church, ever again bless 
or sanction war. We make this declaration of abstention as a Christian com- 
munion and do not intend it to bind individuals unless and until they accept 
it personally. We do mean it to commit our church to the fundamental propo- 
sition that to support war is to deny the gospel we profess to believe.” 

Methodist Episcopal, general conference, 1924: 

“The patriotism of the Methodist Episcopal Church has never been chal- 
lenged. Neither our motives nor our loyalty must be impugned when we 
insist on the fulfillment of pledges made to the dead and assert our Christian 
ideals for the living. Governments which ignore the Christian conscience of 
men in time of peace can not justly claim the lives of men in time of war. 
Secret diplomacy and political partisanship must not draw men into the 
dilemma of deciding between support of country and loyalty to Christ.” 

Methodist Episcopal, general conference, 1928: 

“We rejoice in the efforts now being made by the United States and other 
governments to enter into compacts with other nations for the outlawry of 
war. We are convinced that war has become the supreme enemy of mankind. 
Its continuance is the suicide of civilization. We would utterly repudiate our 
professed faith in our Lord Jesus Christ, the Prince of Peace, if we held that 
War is inevitable. War is not inevitable. Disputes between nations, like dis- 
putes between individuals, may be settled by judicial processes. We believe, 
therefore, that war should be made a public crime under the law of nations. 

“We recognize the need of an army and navy sufficient to serve as a police 
power for the protection of life and property on land and sea. But, as a 
Christian body, we ‘renounce war as an instrument of national policy,’ and set 
ourselves to create the will to peace. The agencies of our Church shall not 
be used in preparation for war. They shall be used in preparation for peace. 
We must do our full share to mold the present youth of all races into a peace- 
loving generation. To this end we recommend that the Board of Bishops 
appoint a commission on peace and world fellowship, consisting of seven min- 
isters and eight laymen, and that this commission be empowered to employ 
an executive secretary and to secure from the general conference expense 
fund a sufficient sum to finance its operations.” 

Methodist Episcopal, Northeast Ohio conference: 

“Whereas by the united judgment of Christian leaders everywhere, war to- 
day is recognized as our most colossal and far-reaching social sin; and 

“Whereas our own Methodist Episcopal Church has declared through its 
ae conference that war ‘is the supreme enemy of mankind’: Therefore 
ye it 

“Resolved by the Northeast Ohio Conference of the Methodist Episcopal 
Church, That the day has come when our Methodist Episcopal Church, as a part 
of the Church Universal, the Body of Christ in the World, should in its cor- 
porate capacity refuse to Sanction or support any future war; and be it further 
_ “Resolved, That, recognizing the great Protestant principle of individual 
Judgment in matters of personal conduct, we do not presume to pass judgment 
upon the right of any individual, in the event of war, to follow his own en- 
lizhtened conscience, whether it take him into the forces of armed defense or 
Into the ranks of conscientious objectors.” 

Methodist Episcopal South, general conference, 1930: 

“We are in hearty sympathy with the universal desire to promote the cause 
GF international good-will, to the end that a ‘reign of law, based upon the con- 
sent of the governed and sustained by the organized opinion of mankind,’ muy 
be Substituted for the pagan doctrine of force in the so-called settlement of 
international controversies. It is our profound conviction that all Christians, 
Wherever located, are under the most solemn obligations to promote and fos- 
ter the spirit of international good will and universal brotherhood, and to 
Oppose by all proper and legal methods the resort to force for the alleged 
settlement of international controversies, except only in defense of those 
national ideals for the preservation of which the republic was organized.” 
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Lutheran, fourth biennial convention, 1924 (from “Social Work of the 
Churches ™) : 

“ Nationalism and internationalism are not mutually exclusive terms; patriot- 
ism and the love of other nations and races are complementary; and the 
processes employed by and within the nation to secure justice, peace, and 
stability must be employed in an ever-increasing measure in the intercourse 
between nations: the arbitrament of arms yields in ever larger degree to the 
arbitrament of reason, of law, and of Christian love; to this end Christian 
citizens are pledged, as such, to exert every effort through the establishment 
of some effective agency to further justice and good will in their own country 
and in the commonwealth of nations. While these fundamental principles are 
held, it is nevertheless recognized that sin is still in the world and that nations 
might be unwarrantably incited to attack and invade our nation, and, there- 
fore, in accordance with the teachings of Article XVI of the Augsburg Confes- 
sion and Article I of the Constitution of the United States, it is held that 
Christians may engage in Just wars and act as soldiers.” 

Presbyterian in the United States, general assembly, 1927: 

“ Resolved, That this assembly take note of the fact that the chief denial of 
our Christian faith lies in the hostile attitudes of nations and races and in 
their preparedness and continued preparation for war. We recognize that the 
game Christian principles of love, service, and mutual trust that we profess and 
seek to practice in individual relationships are equally applicable to the rela- 
tionships of nations and peoples. 

“Resolved, That this assembly call upon our ministers to give diligent 
study to the application of the Gospel of Christ to the problem of war and 
commend the Government of the United States for its effort toward the limi- 
tation of armaments and the peaceful settlement of all international disputes.” 

Presbyterian in the United States, general assembly, 1929: 

“That as a Christian Church we, too, ‘renounce war as an instrument of 
national policy’ and set ourselves to create the will of peace. 

“That the church continue to preach without ceasing the Gospel. as taught 
by Jesus Christ, of the Fatherhood of God, the Brotherhood of all men every- 
where, the sacredness before God of the individual human life, as the greatest 
preventive of war. 

“That the church adopt the words of the apostle as the expression of its 
faith, hope, and exhortation: * Nevertheless, we, according to His promise, look 
for a new heaven and a new earth wherein dwelleth righteousness. Where- 
fore, beloved, seeing that you look for such things, be diligent that ye may be 
found of Him in peace without spot and blemish.’ ” 

Presbyterian in the United States, general assembly, 1929: 

“The historie position of our church is that the function of the church is 
purely spiritual. We believe that this principle should apply in time of war as 
well as in time of peace, and that therefore the church should never again 
bless a war or be used as an instrument in the promotion of war.” 

Also adopted article 17, proposed addition to the Social Ideals of the 
Churches: 

“That the churches stand for the renunciation of war and the refusal of 
the Church of Christ as an institution to be used as an instrument or agency 
in the support of war.” 

Protestant Episcopal, general convention, 1928: 

“ Resolved (the house of deputies concurring), That the general convention. 
conscious of the heavy responsibility which rests upon the followers of Christ 
in furthering the cause of peace, and a law-governed world, reaffirms the sub- 
stance of the resolutions adopted by the general convention of 1925. 

“With that convention we reaffirm the conviction that the world must adopt 
a peace system. We assert our solemn judgment that warfare as an instru- 
ment of national policy or as a means of settling disputes between nations 
should be renounced. Such warfare, undertaken to further national policy 
and without recourse to judicial arbitration or other means of peaceful settle- 
ment, is a crime on the part of a nation and so to be held by followers of 
Christ, who has commanded us to make disciples, not enemies, of the peaples 
of the world.” 

Protestant Episcopal, Lambeth conference, 1930: 

“The conference aflirms that war as a method of settling international dis- 
putes is incompatible with the teaching and example of Our Lord Jesus Christ. 

“When nations have solemnly bound themselves by treaty, covenant, or pact 
for the pacific settlement of international disputes, the conference holds that 
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the Christian Church in every nation should refuse to countenance any war 
in regard to which the government of its own country has not declared its 
willingness to submit the matter in dispute to arbitration or conciliation. 

“ Believing that peace within the Nation and among the nations is bound 
up with the acceptance of Christian principles in the ordering of social and 
industrial life, the conference reaffirms the resolutions (73-80) of the Lam- 
beth conference of 1920, which deal with that subject. While there is in 
many countries an increasing desire for justice and therefore a growing will 
to peace, the world is still faced with grave social and economic evils which 
are an offense to the Christian conscience and a menace to peace. All these 
evils call for the best scientific treatment on international lines, and also for 
a practical application of the principle of united service and self-sacrifice on 
the part of all Christian people.” 

Reformed Church in America, general synod, 1929: 

“That this synod urge upon the clergy and laymen of the Reformed Church 
the Christian obligation to assist in the building of public opinion which shall 
uphold the hands of the President and all in authority who labor for the 
realization of peace on earth and good will among men.” 

Reformed Church in America, general synod, 1930: 

“ Believing that God hath made of one blood all nations to dwell together 
in unity, we hold that nations as well as individuals are subject to the moral 
law and that all problems arising among them, of whatever nature or origin, 
they may be, such as matters of racial conflict, immigration policies, tariff 
barriers, competition for world markets, and control of natural resources, 
can be solved only in accordance with the mind of Christ as disclosed in the 
Golden Rule and in the Sermon on the Mount. We feel it to be a primary 
duty of the Christian Church to accept its inherent responsibility for the 
procinmation of this ideal to the end that war may be abolished and coopera- 
tion and good will may prevail. In pledging ourselves to peace we also pledge 
our loyalty to the cause of social justice.” 

United Presbyterian Church, general assembly, 1929 (adopted article 17, 
proposed addition to Social Ideals of the Churches) : 

“That the churches stand for the renunciation of war and the refusal of the 
Chureh of Christ as an institution to be used as an instrument or agency in 
the support of war.” 


II. QUTLAWRY OF WAR—PEACE MACHINERY 


Northern Baptist convention, 1929 : 

“ Resolved, That we condemn modern war as contrary to the spirit of the 
Prince of Peace, and that we hail with delight the general pact in renunciation 
of war as a policy of settling international disputes; that we most heartily 
commend President Hoover for his unqualifiedly strong position as to world 
peace and reduction of armaments: and that by teaching and preaching we 
seek to incorporate this Christian ideal in the whole of our life.” 

Northern Baptist convention, 1930: 

“We believe that the naval treaty on limitation of armaments should be 
ratified by the United States at the earliest possible date as one more step 
toward a warless world. We very earnestly urge that the treaty shall not be 
made the basis for a heavy naval building program and that in dealing with 
the treaty and with all legislation affecting international relations, the funda- 
mental significance and value of the world peace pact shall be fully recognized. 

“ Believing that the conditions of adherence to the Permanent Court of Inter- 
national Justice indicated by the Senate in its reservations of 1926 have been 
met by the Root-Hurst Protocol, and that membership of the United States in 
this court is essential to the fulfillment of America’s international obligations 
under the Kellogg Peace Pact and to full participation in building the world's 
much-needed institutions of peace. 

“We urge ratification of this protocol by the United States, and call upon 
thoughtful citizens in our churches to communicate their convictions to the 
President and to the Senators from their respective States. 

“ We are convinced that the Pan-American arbitration treaty for the obliga- 
tory arbitration of all justiciable disputes, signed on January 5, 1929, by 20 
American states, including the United States, is a notable step forward in 
fulfillment of the obligations of the Pact of Paris. When this treaty is sub- 
initted to the Senate for its consent and ratification we ask all citizens to join 
in urging that it be ratified without any exceptions or reservations.” 
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Congregational Churches, national council, 1925: 

“We note with satisfaction the marked advance toward peace achieved 
recently ufter years of effort by representatives of European nations. We 
rejoice in the spirit as well as the concrete results of the Locarno Conference, 
the prospective entrance of Germany into the League of Nations, and the earnest 
effort now being mude by the Leugue to avert hostilities between Greece and 
Bulgaria. In view of this, be it 

* Resolved, That we take advantage of every agency now in action that 
promises to promote cooperation and peace among the nations. 

“ Whereas the question of the entrance of the United States into the Perma- 
nent Court of International Justice, otherwise known as the World Court, is 
to be considered by the United States Senate on December 17, 1925. and 

“Whereas this question is believed to be of crucial importance because it 
specifically relates to the attitude of the United States toward the maintenance 
of world peace and justice by judicial determination rather than by force, and 

“Whereas the World Court has been accepted by substantially all of the 
sovereign nations of the world as a permanent tribunal to which may be sub- 
mitted all questions likely to lead to war, and 

“Whereas, Presidents Harding und Coolidge, ex-Secretary Charles E. Hughes, 
and many other leading statesmen of the Nation, without regard to party. have 
urged that the United States enter the World Court with proper reservations; 
therefore be it 

* Resolved, That the National Council of Congregational Churches assembled 
at Washington, D. C., in 1925, reaftirm the position taken by it in 1923 in regard 
to the World Court. 

“We rejoice at the statement made by the honorary moderator of this 
council, Calvin Coolidge, President of the United States, that ‘as peace means 
fundamentally a reign of law, we propose to become a member of the Permi- 
nent Court of International Justice’; be it further 

* Resolved, That we make a determined effort, as ministers and laymen. 
in our several localities to arouse public interest in this question, to the end 
that the United States shall cooperate to the utmost with other nations in 
bringing about the substitution of judicial methods for war.” , 


[From “A Statement of Social Ideals," adopted in 1925] 


“Translating this ideal into international relations means— 

“A permanent association of the nations for world peace and good will, the 
outlawry of war, and the settling of all differences between nations by con- 
ference, arbitration. or by an international court.” 

Congregational churches, national councils, 1927: 

“ Resolved, That the national council of Congregational churches most heart- 
ily commend the suggestion of M. Briand, French Minister of Foreign Affairs, 
that France and the United States engage to renounce and outlaw war as an 
instrument of national policy in the settlement of disputes between them: and 
be it further 

“ Resolved, That we urge upon our Government and the people of the United 
States strong support for this notable indication of the new spirit in inter- 
national policy; and be it further 

“Resolved, That we suggest to the President and the Secretary of State 
the feasibility of inviting all other nations to consider similar engagements by 
treaty as the most immediate and promising step toward the final outlawry 
of war.” 

Southern Baptist convention, 1929: 

“Resolved, That we approve and commend the action of the United States 
Senate in ratifying the multilateral Briand-Kellogg peace treaty; that we re- 
joice in the outlawry of war embodied in this treaty ; that we condemn recourse 
to war for the solution of international controversies, and we pledge our 
support to the Government in this renouncement of war and in seeking by 
every worthy and legitimate means to premote and maintain permanent inter 
national peace.” 

Disciples of Christ, international convention, 1930: 

“That we record our conviction that permanent peace will never be achieved 
until international relations are controlled and guided by religious and ethical 
standards. We believe that the moral judgment of humanity has heen given 
against war. We appeal to Christian people everywhere to give their support 
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to the efforts to promote those idenls of peace, brotherhood, and justice for 
which the League of Nations stands. 

“ Believing that processes of arbitration, conciliation, and judicial determina- 
tion must be substituted for war, we favor the early entry of the United States 
into the World Court. 

“ We call upon responsible statesmen everywhere to accept the Kellogg pact 
for the renunciation of war 2s the solemn obligation of the signatory powers 
to renounce war as an instrument of national policy and as a solemn agree- 
ment never to seek the solution of their disputes except by pacific means, and 
to regard the pact as a part of the law of nations, and to lend their support 
to the progressive realization of its ideals. We believe that since the Nation 
has itself renounced war as an instrument of national policy. it is the solemn 
duty of the church to refuse to countenance or approve any policy or action 
which violates the letter or spirit of the pact.” 

Methodist Episcopal general conference, 1924 : 

“We set ourselves to create organization for peace. Grateful to cur Govern- 
ment for leadership in the movement toward reduction of armaments, and the 
promotion of tribunals for internstional arbitration. we insist upon a still more 
decided and aggressive policy in these directions. We urge the President of the 
United States to summon another conference of the nations for the more drastic 
reduction of armaments. We likewise urge upon the Senate the immediate 
entrance of the United States into the Permanent Court of International Justice. 
The participation of the United States in a league of nations will receive our 
active aid. We call upon all our people to support for publie office men pledged 
to secure these ends. The ballot and other direct processes of democracy must 
now be employed in securing a warless world.” 

Methodist Episcopal general conference, 1928: 

“Preparation for war leads to war. We. therefore, urge the President of the 
United States to prepare for another conference of nations to secure a more 
drastic reduction of armaments of every kind. We adhere to the principle that 
diplomacy should be used instead of military intervention in our relations with 
other nations. The rights of the smallest nation must be held as sacred as those 
of the strongest. ' 

“ We call upon our members as citizens to exert themselves to the utmost to 
secure the participation of their respective governments in a world court which 
shall have affirmative jurisdiction over all international disputes, and shall 
develop and administer international law upon the basic principle that war is a 
crime. We urge upon our members their duty as citizens to secure the partici- 
pation of their respective governments in an effective association of nations 
which shall undertake to remove the causes of war and to lead the world into 
the ways of peace.” 

Methodist Episcopal South. general conference, 1930: 

“The complete outlawry of war is the goal of all who follow the Prince of 
Peace. The declaration in the Briand-Kellogg treaty is shot through with the 
light that shone in Bethlehem. The inspiration is the Man of Galilee. They are 
the logical effect of the preaching of Christianity in the centuries. Rejoicing 
that in our day governments have rejected the arbitrament of arms, Christian 
people in all lands thank God and take courage that age-old dependence on Mars 
is rejected as the right arm of authority. In its place the long-cherished and 
long-delayed hope of official acceptance of a substitute for war heartens all lovers 
of peace. Not since Versailles has any action or deliverance given such hope for 
the coming of the day when swords shall be beaten into plowshares and men will 
war no more. We hail with gratitude and thanksgiving what has been resolved 
in the Paris peace pact. in which ‘the high contracting parties solemnly declare 
in the name of their respective peoples that they condemn recourse te war for 
the solution of international controversies and renounce it as an instrument of 
national policy in their relations with one another.’ 

“We pledge the prayers and the upholding of the hands of all in authority in 
our country to bring about the full acceptance of the covenant of peace signed 
at Versailles, the ratification of the permanent court for international justice 
and our full admittance thereto, and all measures and commitments needful to 
give effect to the Briand-Kellozg treaty and to insure the outlawry of war by 
ais that bind the signatory parties to the observance of this pledged 

aith. 

“The partial success of the recent London naval conference clearly indicates 
that Christian people all over the world must so mold public opinion and mobi- 
lize the agencies of peace as to compel the nations of the earth to abandon war 
in fact and not simply by treaty. as a method of settling international disputes.” 
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Presbyterian in the United States of America general assembly. 1924: 

“The Presbyterian Church in the United States of America pledges all its en- 
ergies to the outlawing of war and to the hastening of the day when nations shall 
learn war no more. We refuse to believe that the wholesale slaughter of 
human beings upon the battletield is morally necessary to man's highest de- 
velopment more than is killing by individuals. We see in war's cruelties. made 
more terrible by modern invention, not only a menace to civilization but also a 
definite challenge to the followers of the Prince of Pence. 

“We invite the cooperation of all Christendom in a determined effort to 
devise such complete machinery for peace as shall insure the settlement of all 
international controversies by reason instead of force. 

“To this end we favor participation by our Nation with other nations in the 
Permanent Court of International Justice and the submission for judicial set- 
tlement, or the arbitration of disputes, and the investigation, before a resort to 
arms, of all differences which can not be adjudicated or arbitrated reserving 
the right to control our own destiny and to determine whether or pot and 
when we shall declare war. 

“The moral influence of our Nation. and the confidence of other nations, in 
our disinterestedness, compel us to assume leadership and take a definite part 
in the movement of world peace. We should endeavor to secure a joint agree- 
ment for international disarmament and also for a referendum on war except 
in case of threatened invasion. We claim that those who are asked to fight and 
bear the burdens imposed by war should be consulted when possible before 
this sacrifice is required of them. 

“We solemnly assert that the teachings of Christ furnish the only basis and 
hope of permanent peace, abd earnestly appeal to all branches of tine Christian 
chureh to unite in bringing mankind to an acceptance of Him in order to estab- 
lish a universal brotherhood founded on righteousness, justice, and peace. We 
enjoin upon the boards and agencies of our church particularly the board of 
Christian education, together with our ministers and members, to du all in 
their power to accomplish this purpose which we believe to be in accord with 
the will of God and in harmony with the teachings of our Lord und Master.” 

Presbyterian in the United States of America general assembly, 1928: 

“That the general assembly join with the whole of Christendom in grateful 
recognition of the progress of negotiations between the leading world powers 
looking to the organization of a multilateral peace pact outlawing war as a 
method for settlement of international questions. We note with gratitude the 
advanced position of our own Government as represented in the Kellogg cor- 
respondence and rejoice in the fuvorable attitude of other nations toward the 
proposals. We urge upon our pastors and preachers the duty further to 
strengthen the sentiment of international goodwill by public addresses on the 
subject of Peace and by persistent instruction of the youth in the Christian 
principles of world brotherhood and racial oneness. The general assembly 
specifically instructs the board of Christian education to continue its effort 
in the preparation of an adequate educational program for the church in the 
interests of world peace, designed to reach all age groups. It should be the 
purpose of this program to stimulate the study of the real causes of war. to 
interpret patriotism in terms consistent with devotion to the Kingdom of God. 
to increase intelligent sympathy with, and participation in all reasonable move- 
ments toward peace, and above all to cultivate the will for peace and a belief 
in its possibility through the substitution of reason for force and of creative 
trust for destructive hate.” 

Presbyterian in the United States of America general assembly, 1929: 

“ That the general assembly record its deep gratification in the formulation 
of the Paris peace puct and the contribution to the cause of world peace made 
therein by the distinguished citizen of St. Paul, Minn., the Hon. Frank B. 
Kellogg, and consecrate itself to the task of so molding the hearts anid con- 
sciences of men that they may give loyal support as good citizens and as fol- 
lowers of the Prince of Peace to the ideals therein expressed.” 

Presbyterian in the United States of America, general assembly, 1930: 

“That the general assembly recommend the erecuragemert of ail agencies 
and movements that work for international cooperation and the settlement of 
international difficulties by judicial processes; that the general assembly espe- 
cially commend and support President Hoover in his efforts to bring about 
reduction of armaments, to establish closer relations and understanding be- 
tween nations, to remove the causes of war, and his clear and persistent 
presentation of those principles which make peace possible and practical. That 
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we pledge our undivided support to the President of the United States in his 
determined efforts to secure the ratification of the London naval pact.” 

Presbyterian in the United States, 1929: 

“ We commend our Government for its leadership in establishing the pact to 
outlaw war. We believe that the church as a part of its spiritual mission should 
endeavor to write the principles of this pact in the hearts of its people, and urge 
this duty upon all those who teach or preach in the Presbyterian Church in the 
United States.” 

Protestant Episcupal, general convention, 1928: 

“We thank God and take courage at the steady increase of effort to find and 
make universal peaceful methods dealing with international differences; we 
rejoice in the growing influence of the International Court of Justice and 
League of Nations, and heartily sympathize with the efforts looking to disarma- 
ment and security treaties. We commend with unqualified approval the effort 
of our own Government to achieve the outlawry of war and noting the epoch- 
making significance of the proposals now awaiting ratification, pray God for 
its success. We believe these treaties to be steps in the realization of the hopes 
of the nations for a permanent peace and pledge our best endeavors and constant 
prayers to this end.” 

Lambeth Conference, 1930: 

“The conference believes that peace will never be achieved till international 
relations are controlled by reiigious and ethical standards, and that the moral 
judgment of humanity needs to be enlisted on the side of peace. It therefore 
appeals to the religious leaders of all nations to give their support to the 
effort to promote those ideals of peace, brutherhood, and justice for which the 
League of Nations stands. 

“The conference welcomes the agreement made by leading statesmen of the 
world in the names of their respective peoples, in which they condemn recourse 
to war for the solution of international controversies, renounce it as an instru- 
ment of national policy in their relations with one another, and agree that the 
settlement of ail disputes which may arise among them shall never be sought 
except by pacific means; and appeals to all Christian people to support this 
agreement to the utmost of their power and to help actively, by prayer and 
effort, agencies (such as the League of Nations union and the World Alliance 
for Promoting International Friendship through the churches) which are 
working to promote good will among the nations.” 

Reformed in America, 1929, general synod: 

“That this synod give hearty commendation to President Hoover in his 
promotion of frank discussion of those means which lead toward world peace, 
of this Government’s proposal of our adherence to the Permanent Court of 
International Justice, and of the President's constructive labors toward the 
general reduction of naval armaments.” 

Reformed in America, 1929, general synod, 1930: 

“ Believing that henceforth war is not inevitable, that it is futile in the 
promotion of international justice and good will, that it violates the pledges 
and purposes of the pact of Paris which says that ‘the high contracting par- 
ties solemnly declare that they condemn recourse to war for the solution of 
international controversies and renounce it as an instrument of national pol- 
icy,’ and that ‘the settlement or solution of all disputes or conflicts of what- 
ever nature or of whatever origin they may be, which may arise among them, 
Shall never be sought except by pacific means,’ and believing that war is 
Contrary to the spirit and teachings of Jesus Christ; since it is customary 
among good citizens to settle disputes within the nation by peaceful means; 
therefore. we urge all men of good will to proclaim the conviction that good 
Citizenship and true patriotism must henceforth be manifested in individual 
und group conduct that shall be in harmony with this pledged word of the 
ations to use only means of peace in the settlement of their international 
controversies. 

“ Since the treaty negotiated at the London Conference on Naval Disarma- 
ment has promoted international understanding, and has brought about a 
limitation of armaments, we urge the people of our churches to give the treaty 
Careful study and to support its ratification. We believe that for the United 
States to enter upon a billion dollar building program at this time in order 
to secure naval parity would be contrary to the purpose of the pact of Paris 
und to the original aim of the London conference. i 

“ Reaffirming the position taken by previous synods on the World Court, 
we recommend that members of our churches support the ratification of the 
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Root-Hurst protocol in order that the United States may become : member 
of the World Court, and so make possible the fulfillment of obligations arising 
from the signing of the pact of Paris. We urge thoughful citizens to com- 
municate their convictions to the President and to the Senators from the 
respective States. 

* Believing that world peace must be brought about by men of good will 
working through world organization, we express our gratificition in the in- 
creasing cooperation of our Government with the League of Nations in mat- 
ters pertaining to disarmament, economic collaboration, the promotion of 
bealth and morals and other activities. Looking to the future, we hope that 
the United States may become a member of the League of Nations in order 
that the essential world organization for effecting peace may have the sup- 
port of our peace-loving people and that America may participate actively in 
creating a finer brotherhood among the nations.” 

Reformed in the United States. general synod, 1929: 

“That we register our conviction that resort to war to settle national dis- 
putes is contrary to the spirit of the Prince of Peace: and since our country 
has entered into the Pence Pact of Paris, outlawing war, we give every pos- 
sible encouragement through it and other means in the interest of universal 
peace.” 

Reformed Presbyterian, synod, 1929: 

“As a svnol we welcome the general pact for the renunciation of war. To 
the Department of State we express our appreciation, aud pledge support for 
a drastic reduction of armaments in harmony with the terms and intention 
of the pact. 

“As a synod we express to the Department of Stite our gratitude for, and 
appreciation of the agreements signed by the Pan-American Arbit: ation Con- 
ference. as marking a great advance in setting up the agencies of peace: and 
to the Committee on Foreign Relations in the Senate, we express the etrnest 
hope for the early ratification of these agreements. 

“Since the United States has taken the lead in the renunciation of war as 
an instrument of national policy and has pledged itself to settle a'l disputes 
by pacific means, we urge upon our Government to resume negotiations for 
the entry of the United States into the World Court as an essential agency 
in the fulfillment of that pledge.” 


I. MILITARY TRAINING 


Northern Baptist Convention, 1929: 

“Resolved, That we reathrin cur conviction expressed in 1926 that compuisory 
miiitary training in schools and colleges contributes to militarism and imbues 
the youth of the country with the inevitability of war and reliance upon force 
to achieve national ends: and that we view with alarm the continued zrowth 
in military training in our sehrols and colleges. which has more than deu»le: 
in 10 vears.” f 

Congregational Churches, nati nal council, 1927: 

“Whereas compulsory military training in our schocis and colleges festers 
A general attitude of mind conducive to militarism and sole reliance on force 
and gives ground for other nations to question the peaceful purposes of the 
United States: Therefore, be it 

“Rosolved, That the National Council of Congregational Churches assembled 
in Omaha condemn both in thecry and practice any compulsory military train- 
ing in publie schools or in tax- supported or land-grant institutions of higher 
learning: and be it further 

“Resolved, That we protest the giving of high school or any other academic 
credit for attendance at citizens’ military training camps; and be it further 

“Resolved, That we urze congressional action to releas2 all instructors in 
courses in military science from the direct control of the War Department to 
the regularly constituted local academic authorities, thus effectually rreeins 
cue edueational system from the control or influence of the War Department.” 

Disciples of Christ, international convention, 1930: 

“We deplore the expansion of the R. O. T. C. in high seheols and colleges 
ef our country, and particularly its compulsory features, We agree with 
educators of high authority that if the course of instruction given is military 
training it ought not to be given to pupils of high-school nge: if this is nut mili- 
tary training, it ought net to be a War Department expenditure.” 
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Methodist Episcopal, general conference, 1928: 

“We record our appreciation of the efforts being made by the Government 
«f the United States of America looking toward world pence. There are, how- 
ever, certain policies now in vogue which tend to weaken these efforts, and 
against which we protest. 

“ We are opposed to all military training in high schools and to compulsory 
military training in colleg.s and universities. 

“We are opposed to the advertising of military training camps by Govern- 
ment postmarks on mail matter, the distribution of which in this and foreign 
countries tends to create a wrong impression regarding the attitude of the 
United States toward the spirit of universal peace.” 

Presbyterian in the United States, 1926, general assembly: 

“We also put ourselves on record as opposed to all militarism in spirit and 
in propaganda. We favor such voluntary drill and training as may seem wise 
to students and their parents for purposes of precision, obedience, and team- 
work, but we are opposed to forcing students in high schools, colleges, univer- 
sities, and other educational institutions to any form of military organization 
or exercise. Rather we favor the cultivation of sentiments of peace and of 
eagerness to find ways of cooperation that shall reach all men everywhere. 
This expression is intended to set forth our devotion to the Prince of Peace 
and to His message for all men, to the end that our testimony in pulpit and 
class shall be in full harmony with our system of training and education.” 

Presbyterian in the United States, Atlanta Presbytery, 1929: 

* Resolved, That in this day when the secular powers of the world are 
renouncing war and seeking to outlaw it from the face of the earth, we who 
seek to follow the Prince of Peace should rejoice and pledge ourselves to every 
effort to create and to encourage the spirit of peace as an essential foundation 
for all real progress in the direction of the coming of Christ’s kingdom. 
Especially do we express the hope that institutions supported by church funds 
may soon be able to eliminate the compulsory feature of military training from 
their curriculum.” 

Reformed in America, general synod, 1930: 

“ Believing that the way to peace is not in the endeavor so to popularize 
military training throughout our land that youth shall conceive of it as the 
only essential of national security, but rather that we place more weight on 
the expert opinion of the National Education Association and of the World 
Federation of Education Associations, who say that military training is not 
the best form of training for the development of physique, citizenship, and 
‘atriotism, 

“Therefore, we urge the people of our churches to give these matters careful 
study, to stand with educators against the program of enlarged and popularized 
military training in schools and colleges, and to advocate a more effective, 
constructive preparation for citizenship through civilian educational processes.” 

Reform Presbyterian, synod, 1926: 

“This synod declares its opposition to compulsory military training in high 
schools, colleges, and universities of the United States as unnecessary and 
conducive only to a militaristic spirit in the coming generation.” 

United Presbyterian general assembly, 1930: 

“The general assembly believes that compulsory military training in our 
public schools, colleges, and universities should cease, and that we request the 
presidents of all educational institutions having compulsory military training 
to abolish the compulsory feature of the system, believing that only by so doing 
can we observe the intent and spirit of the peace pact. 

“We favor the abolition of all military training in high schools or for youth 
of high-school age, as such training tends to foster the war spirit and to 
develop a wrong attitude toward life. ' 

" “We request our Senators and Congressmen to work earnestly for sub- 
<tantial reductions in the enormous appropriations now being asked for Army 


and Navy expansion.” 
IV. PEACE EDUCATION 


Baptist convention, 1930: 

e arid peace depends finally on the development of an intelligent 

and informed will for peace on the part of millions of citizens in each of the 

great nations, we earnestly urge each church to make systematic education 

for peace a regular part of its instructional program in the church school and 
also in all young people's societies and adult groups. 


748 WAR POLICIES COMMISSION 


“In order that the church may carry on this educational program success- 
fully and may also, as occasion requires, be ready to take active part in the 
adoption of important national measures bearing on world peace, we urge each 
church to establish its own committee on world good will which should secure 
the needed material of study and suggestions for the work of such local 
committees.” 

Congregational churches, national council, 1925: 

“That we urge our people through education in home, school, Sunday school, 
and church. to create in the hearts of all, beginuing with the children, the 
desire for and the will toward international understanding and friendship.” 

Methodist Episcopal, general conference, 1924: 

“The world is now open to a crusade of peace. War-weary nations every- 
where are eagerly waiting. America should lead the way. The Nation and 
the Church can do now what they may never be able to do again. 

“We set ourselves to create the will to peace. We recommend that a prayer 
for peace be prepared and used at every communion service. Through its 
education program, our church must do its full share to mold the present 
youth of all races into a peace-loving generation. We shall launch an aggressive 
campaign to teach the nature, causes, and consequences of war. The glorifi- 
cation of war must end.” 

Presbyterian in United States, general assembly, 1928: 

“We urge upon our pastors and teachers the duty further to strengthen 
the sentiment of international good will by public addresses on the subject of 
peace and by persistent instruction of the youth in the Christian principles 
of world brotherhood and rucial oneness. The general assembly specifically 
instructs the Board of Christian Education to continue its efforts in the prepara- 
tion of an adequate educational program for the church in the interests of 
world peace, designed to reach all age groups. It should be the purpose of this 
program to stimulate the study of the real causes of war, to interpret patriotism ` 
in terms consistent with devotion to the Kingdom of God, to increase intelligent 
sympathy with, and participation in all reasonable movements toward peace. 
and above all to cultivate the will for peace and a belief in its possibility 
through the substitution of reason for force and of creative trust for destructive 
hate.” 

Presbyterian in United States, general assembly, 1930: 

“ That the general assembly review with satisfaction and commendation the 
present program on education for peace, developed and promoted by the Board 
of Christian Education, and urge the hearty support of the Church in the use 
of this program.” 

Reformed in America, 1930, general synod: 

“ Believing that education for world peace is peculiarly the function of the 
Christian Church, we call upon all of our pastors to educate their congrega- 
tions concerning the growing will to peace and the development of world peace 
organization; and to give positive emphasis to the peace teachings of the 
prophets and Jesus on armistice day and other patriotic occasions. We also 
urge all leaders in Sunday schools, bible classes, young people's societies, mis- 
sionary and other organizations to give intelligent treatment to the theme 
of peace, using available peace literature which synod’s committee will be glad 
to recommend, and giving special stress to the peace pact and its significance.” 

Reformed in the United States, general synod, 1929: 

“That we encourage systematic education for peace in our church schools 
and from the pulpit for the purpose of creating friendly interest in others. 
appreciation of their ability and contributions, respect for the rights, property. 
and opinions of others—Christian putriotism.” 


V. ARMAMENTS 


Northern Baptist convention, 1930: 

“In view of the rapidly mounting expenditures of the United States for in- 
struments of war and the warnings which President Hoover gave to the Ameri- 
can people in his proclamation of the world pence pact to the effect that 
‘current expenditure on strictly military activities of the Army and Navy 
constitutes the largest military budget of any nation in the world to-day’ and 
that ‘during the current fiscal year the expenditures will reach to over 
$730,000,000, excluding all civilian services,’ and that * programs not authorized 
will carry it to still larger figures in future years,’ we hold that the churches 
should resolutely oppose such increased expenditures, that they should work 
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rather for reduction of military appropriations, and should throw the whole 

weight of their moral authority into a crusade for winning men’s minds to the 

conviction that the security, peace, and welfare of our country and the world 

depend in this age of science on constructive programs for the settlement of 

every form of strife.” 

jon Dational council, 1925 (taken from the Statement of Social 
eals) : 

“The abolition of military armaments by all nations except for an internal 
police force.” 

Disciples of Christ, international convention, 1930: 

“ We hold that the existence of armaments on the present scale amongst the 
nations endangers the peace of the world. We accept the London treaty as 
a beginning in the reduction of armaments, with the understanding that the 
quotas alloted are permissive and not mandatory. We appeal for a determined 
effort to secure further reduction by international agreement, and to that 
end we favor action by the United States which will set an example which 
shall encourage other nations to make further reductions.” 

Protestant Episcopal, Lambeth Conference, 1930: 

“The conference believes that the existence of armaments on the present 
scale amongst the nations of the world endangers the maintenance of peace, 
and appeals for a determined effort to secure further reduction by international 
agreement.” 

United Presbyterian, general assembly, 1930: 

** Whereas we seek to be servants of the Prince of Peace who by word and 
even more by deed condemned the use of the sword and proclaimed that the 
supreme law of man’s life is love; and 

“ Whereas the great war demonstrated as never before the terrible reality 
of the statement that ‘ War is hell’; and 

“Whereas all the civilized nations of the world have recently bound them- 
selves never to resort to war as an instrument of national policy; and 

“Whereas the initiative in this movement which resulted in this epoch- 
making pact was taken by Christian leaders and, in the final negotiations, by 
our own Secretary of State; and 

“ Whereas it is a matter of common knowledge that big armaments do not 
guarantee peace but, on the contrary, excite suspicion and rivalry between 
Nations: Be it now 

“ Resolved, That as followers of the Prince of Peace we respectfully submit 
that the proposed billion dollar Navy is reactionary and imperialistic and 
certain to arouse international suspicion, fear and ill will. We urge that this 
program be so drastically reduced as to give substance to our profession of 
international good will.” 


VI. CONSCIENCE AND OITIZENSHIP 


Northern Baptist convention, 1930: 

“We regard with grave concern the recent ruling of a district Federal court 
which refused citizenship in the United States to Prof. Douglas MacIntosh, a 
Baptist minister and professor of theology in Yale Divinity School, on the 
ground that he considered ‘his allegiance to be first to the will of God’ and 
therefore * would not promise in advance to bear arms in defense of the United 
States under all circumstances, but only if he believed the war to be morally 
justified.’ 

“ We believe that such a policy is not only unjust to the individual but con- 
trary to public welfare and in conflict with the ideals of a Nation into whose very 
structure the principle of political and religious liberty has been built. More 
than anything else our country needs citizens who unswervingly follow the 
dictates of their conscience, making allegiance to God the supreme guide to life 
and conduct. 

“We believe, moreover, that, at this time when the United States and 57 
other nations have renounced war and have pledged themselves to use only the 
methods of peace in the settlement of their controversies, it is quite unsuitable 
that our courts and our laws should require applications for citizenship to make 
pledges that conflict with the spirit and intent of the peace pact. 

“ We appeal to our fellow citizens to help secure the needed amendment of our 
naturalization law and thus establish the principle that refusal to promise in 
advance to bear arms because of Supreme allegiance to God shall not be a bar to 
citizenship in the United States.” 
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Disciples of Christ, international convention, 1930: 

“We reaffirm the well-founded principle of the sanctity of the individual 
conscience in the matter of participation in war and declare the invasion of this 
right by the Government, either in the refusal of naturalization to foreign-born 
persons of good character seeking citizenship or in the coercion of native-born 
citizens to be an unjustified invasion of conscieuce. We hold it to be the duty 
of all good citizens to support the State up to the point where obedience to man 
becomes disobedience to God, in the firm conviction that the State has bound 
itself by the terms of the Kellogg pact never to resort to war for the settlement 
of any dispute, whatever its origin or however it may arise.” 

Presbyterian in the United States, 1930, general assembly : 

“That the general assembly reply to the overture of the Presbytery of Los 


Angeles: 

“ Whereas the general assembly has repeatedly declared the aversion of the 
church to the settlement of international differences by war, or by the appeal to 
arms, and its belief in the substitution therefor of peaceful processes of con- 


ference and adjudication; and 
“ Whereas the standards of the church declare ‘that God alone is Lord of the 


conscience’; and 

“Whereas the church has always taught that it is the duty of men to obey 
their conscience in the fear of God and in fidelity to His Word; and 

“ Whereas men and women should stand on the same basis of principle, enjoy- 
ing equal rights and having equal ‘duties in the church and in the State: 


Therefore 
“ Resolved, That the assembly declares its belief that the right and duty of 


citizenship should not be conditioned upon the test of ability or willingness, 
contrary to conscience, to bear arms or to take part as a combatant of war. 
“That a copy of the above answer be sent to the President of the United 
States and to the Congress of the United States.” 
(The commission thereupon adjourned until to-morrow, May 21, 


1931, at 10 o’clock a. m.) 


War PoLicres COMMISSION 
SENATE OFFICE BUILDING, 
Washington, D. C., May 21, 1931. 

The commission met at 10 o'clock, a. m., May 21, 1931, Senate 
Office Building, Washington, D. C., Hon. Patrick J. Hurley (chair- 
man) presiding. 

Secretary HurLeY. The first witness this morning is Dr. Arthur 
Deerin Call, secretary American Peace Society and editor of 
Advocate of Peace since 1915; executive secretary of the American 
Group of Interparliamentary Union since 1920; delegate to National 
Peace Congresses and president of the Connecticut Peace Society 
from 1906 to 1912; director of the International Peace Bureau at 
Berne and director of the twenty-third conference of the Inter- 
parliamentary Union, Washington, October, 1925. Doctor Call 
was decorated with the Chevalier of the Legion of Honor (France). 

Doctor, before you begin, 1 want to thank you for your generosity 
yesterday in giving up your place on the program so others who 
wanted to leave town could precede you. 


STATEMENT OF DR. ARTHUR DEERIN CALL 


Doctor Carr. I was very glad to do that, Mr. Secretary. From 
your rather loosely worded mandate I gather the impression you 
gentlemen are faced with five questions. The first question is what 
policy should be pursued in event of war; second, how may we 
equalize the burdens of war; third, how may we remove the profits 
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of war; fourth, should private property be taken for public use 
during war; and, fifth, is some new statute or amendment to the 
Constitution necessary in order to promote the purposes of this 
commission ¢ | 

I realize, with you, that you are faced with a most difficult task. 
It is a business, however, that should be tackled. The outbreak of 
war, in spite of all agreements to the contrary, remains a possi- 
er a a a lessened possibility, but a possibility nevertheless. 
In the light of experience, especially in the late war, the question as 
to what policy should be pursued remains, therefore, a practical 
question. Whatever a nation’s religion or philosophy, common sense 
will ordain in the case of an outbreak of war, that all policies be 
bent to fit and to promote one general purpose; namely, the will to 
win the war. To determine what must be done to win a war is not 
for uninformed and untrained men. Manifestly, war policies can 
not be determined by a town meeting. When war is on these policies 
have to be fixed and carried out dictatorially by the head of the 
State—in our case that is to say, of course, by the President of the 
United States. | 

Not for the purpose of informing you gentlemen, but for the pur- 
eS of revealing the background of some of my own conclusions, 

call attention to the fact that under article 2, section 2, of the 
Constitution the President is Commander in Chief of the Army and 
Navy of the United States. As such he is authorized to direct the 
movements of the naval and military forces placed under his com- 
mand and to employ them in a manner which he may deem most 
effectual. It has been held by the Supreme Court that Army and 
Navy regulations made pursuant to the authority conferred upon the 
President have the force of law. When promulgated through the 
Secretary of War they must be received as the acts of the President 
and, as such, they are binding on all within the sphere of his au- 
thority. Even without the declaration of war by Congress the 
President is authorized by law to meet insurrection or invasion by 
military force. 

Our policies to be pursued in event of war are pretty clearly set 
forth in our national defense act. When Congress shall have author- 
ized the use of the armed land forces of the United States for any 
purpose ag bales the use of troops in excess of those of the Regular 
Army the President may, including such physical examinations as 
he may prescribe, draft into the military service of the United States, 
to serve therein for the period of the war or emergency unless sooner 
discharged, any or all members of the National Guard and of the 
National Guard Reserve. It is provided in the national defense act 
that the Army of the United Sates shall consist of the Regular 
Army, the National Guard while in the service of the United States, 
and the Organized Reserves, including the Officers’ Reserve Corps 
and the Enlisted Reserve Corps. The national defense act provides 
for the composition of the Regular Army and its organization for a 
complete and immediate mobilization for the national defense in 
the event of a national emergency declared by Congress. It pro- 
vides that the Secretary of War, the Assistant Secretary of War, the 
General of the Army, and the Chief of Staff shall constitute the 
war council of the War Department, which shall from time to time 
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meet and consider policies affecting both the military and munitions 
problems of the War Department. Such questions shall be pre- 
sented by the Secretary of War in the war council, and his decision 
with reference to such questions of policy, after consideration of the 
recommendations thereon by the several members of the war council, 
shall constitute the policy of the War Department with reference 
thereto. 

Thus the national defense act leaves little to the imagination. To 
a layman every detail seems to have been carefully worked out. The 
Secretary of War is authorized to procure gages, dies, jigs, tools, 
fixtures, and other special aids and appliances as may be necessary 
for the immediate manufacture by the Government and by private 
manufacturers of arms, ammunition, and special equipment neces- 
sary to arm and equip the land forces likely to be acquired by the 
United States in time of war. It provides that the Assistant Secre- 
tary of War, under the direction of the Secretary of War, shall 
be charged with supervision of the procurement of all military sup- 
plies and other business of the War Department pertaining thereto, 
and the issuance of adequate provisions for the mobilization of mili- 
tary and industrial organization essential to war-time needs. The 
President is empowered to place an order with any individual, firm, 
or corporation for such product or material as may be required; and 
compliance with all such orders for products or material shall be 
obligatory on any individual or corporation, with the understanding 
that the compensation to be paid shall be fair and just. The Secre- 
tary of War is responsible for a list of all privately owned plants in 
the United States equipped to manufacture arms or munitions and 
of privately owned manufacturing plants in the United States capable 
of being transformed into munition factories. The President is 
authorized to appoint a board of mobilization of industries essential 
for military preparedness. 

It is fair to presume, therefore, that the policies to be pursued in 
time of war are properly coordinated under the general direction of 
the President of the United States. This is as it should be. As 
pointed out by Mr. Bernard M. Baruch— 

Modern war requires that the full power of the Nation be exerted in the 
shortest possible time. not only to the violent beating down of the enemy by 
any destructive material forces we can invent or use but also to every process 
of slow and often insidious economic strangulation and political isolation that 
we can devise and administer. 

In time of war, one of the first problems is to mobilize all national 
industries. Under the President of the United States, therefore. 
there must be a central control agency, such as our War Industries 
Board of the late war. This would have to work in harmony with 
the War Department, but it would have the advantage of being con- 
trolled by civilians. It would determine the problems of priorities, 
of price fixing, of commandeering, and the like. It would be the 
organ of coordination and control. 

Of course, the effectiveness of any organization will never rise 
above its source in public opinion. No major war can be won unless 
supported by an enthusiastic public. Our colossal achievements in 
1917 and 1918 were made possible by the idealisms, the fear of com- 
mon danger, the love of country throughout a united people. Presi- 
dent Wilson was right when he said: “ The highest and best form of 
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efficiency is the spontaneous cooperation of a free people.” No more 
can any hopeful war policy live without the force of public opinion 
behind it. In short, the policies to be pursued in the event of war, 
highly complicated in their nature, must be developed and directed 
by a completely centralized authority, operating through the Army, 
the Navy, and the mobilized industry of the Nation. 

The second question relates to equalizing the burdens of war— 
“ How, if possible, can the burdens of war be equalized?” This 

uestion presents more difficulties than the former. We agree with 
those of your commission who hold that, “it is impossible to equalize 
the burdens of war.” If the Nation were to set up a capital issues 
committee, a war finance corporation, a war credits board, a war 
industries board, as recommended by Mr. Meyer; if the Government 
were empowered to conscript capital, industry, and labor, even with- 
out just compensation, there could not be even an approach to an 
equalization of the burdens of war. The best that could be done, as 
pointed out before the commission by General Williams, would be to 
“study our previous experiences and do the best we can.” We can 
of course, use all the intelligence, all the manufacturing capacity of 
the Nation, and apply all that science has to offer; yet, in case of war, 
burdens will be much heavier upon some than upon others, 

This will be so, both in the civilian and in the military life of our 
people. Mr. Baruch has offered a plan, most carefully and intelli- 
gently worked out, for meeting the enemy with a maximum effective- 
ness, with least possible injury and violence to our people, and in a 
manner calculated to avoid inflation and waste. It is the most 
informed and analytical statement of its kind we have seen. No- 
where does he claim, however, that this plan would equalize the bur- 
dens of war. He sets forth the requirements for modern war. He 
grants that grotesquely exaggerated profits and income for those 
engaged in trade is the major source of complaint of unequal bur- 
dens. He argues that to do away with war inflation would go far 
toward equalizing the burden, but we do not understand that he 
even hopes to remove the inequalities of those burdens. To freeze 
prices, as of any given date, could not possibly affect equally either 
producers or consumers, for no two producers nor any two consumers 
can be at any moment equally affected by any general order affect- 
ing prices, production, consumption, transportation, or any other | 
economic phase of our common life. As for those in military service, 
it is impossible to plan that an entire army shall be on the firing 
line. The burden of trench life, for example, will always have to be 
borne by a fraction of the army, only. Similar difficulties are inev- 
“¡table in every economic operation even in time of peace. 

By foresight and the application of experience, a people may 
avoid some of the inequalities among the burdens of war, but effec- 
tually to equalize war burdens would be more difficult than to equal- 
ize the burdens of men and women in time of peace. It is impossible 
in either case. 

The third question is: “Ts it possible to remove profiteering in 
time of war?” No little thought has been devoted to this question. 
If the War Policies Commission achieves no other result it will 
have rendered a great service by publishing the views of various 
persons and organizations upon this matter. Some believe that 
profiteering can be eliminated bv drafting in the next war capital 
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and labor, quite as we drafted man power in 1917 and 1918. The 
Veterans of Foreign Wars of the United States are “studying with 
care the possibilities of universal draft of both man power and 
industry in all future wars in which this country may be engaged.” 
These men beheve that the economic burden of war should fall 
equally upon the shoulders of capital, industry, and man power. 
Many in the American Legion recommend the immediate mobiliza- 
tion of the resources of our Nation, men, money, materials, food: 
the fixing of all prices, which means the fixing of the prices of labor 
also, and the regulation and distribution of production. They be- 
heve that with such a universal draft law there will be no people in 
this country who can profit because we are in a war. This, it is held, 
will mean furthermore, that no one in this countrv will seek to 
draw the United States into war for purposes of profit. It would 
mean, quite as importantly, that no power would attack America 
when it was known in advance that this country would go into war 
with every machine, with every man, woman, and child. By uni- 
versal draft there would be established equal service from all and 
special profit to none. That is the argument. 

The experience of the late war does not bear out entirely the neces- 
sity for such new legislation. Congress assumed the power to com- 
mandeer industries, and the President operated with the help of the 
War Industries Board to do just that thing. The War Industries 
Board was given control of commandeering. of priorities, and of 
price fixing. In practice, as pointed out by Mr. Baruch, the power 
to commandeer was very rarely used. It remained in the background, 
however, “ as the effective persuasive force which vitalized the whole 

rogram of regulation.” The Price Fixing Commission, fixing prices 

y agreement, functioned fairly well. It would function better in 
another war. ‘There were nine administrations, one controlling 
money. This commission superintended the supply of money and 
regulated its use. There was a commission in control of man power. 
another in control of exports and imports, another food, another 
fuel, another shipping, and another railroads. These commissions 
functioned with increasing effectiveness. They would function better 
next time. Mr. Baruch asks, “ What is the use of the vain thought 
of drafting dollars when dollars can be made to serve every purpose 
of government by the regulation of their use?” Our own view is 
that our experience in the late war enabled us gradually to reduce the 
profiteering by the application of laws already in force. We very 
much doubt the necessity for additional legislation to eliminate unjust 
profiteering. 

There seems to be a lack of exact information as to the extent of 
profiteering during the war. The report of Mr. William B. Colver. 
in 1918, as to the profiteering going on in the United States sets 
forth the profits made by certain companies in 1917, ranging from 
30 to 319 per cent. From such information as we have been able to 
gather these figures are not as convincing as they might be. 

I am rather of the opinion they were gathered together by a news- 
paper man for newspaper purposes. The companies reported were 
relatively unimportant. The Federal Trade Commission published. 
on February 18, 1925, a report of war-time profits and the costs in 
the steel industry. It did not include the United States Steel Cor- 
poration, because its report was a separate report. An analysis of 
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the data of that report shows that the average earnings of these steel 
companies, before the payment of bond interest and Federal taxes 
on income, were 7.5 per cent of the investment in 1915; 21.7 per cent 
in 1916; 28.9 per cent in 1917; 20.17 per cent in 1918; with a 4-year 
average of 20.2 per cent. Federal taxes, of course, took a large part 
of these profits m 1917 and 1918. The steel companies reported for 
1918, on the average, as reserve for such Federal taxes an amount 
equal to 42.5 per cent of the net income, or 7.8 per cent of their 
aggregate investment. For the steel companies the excess-profit taxes 
in 1918 amounted to 55.7 per cent of their earnings. From such 
studies as we have been able to give to the meat-packing industry and 
to the petroleum industry, we are of the opinion that the War Policies 
Commission will have to make a more careful study of the facts be- 
fore it can proceed wisely toward the elimination of profits in time 
of war. From the profits of representative refining companies the 
rate of return on the total investment, especially when one considers 
the factor of taxes, is not so disturbing as we have been led to sus- 
pect. The rates of return, as reported by the Federal Trade Com- 
mission, in December, 1927, were as follows: 1912, 14.4 per cent; 
1913, 15.1 per cent; 1914, 8.5 per cent; 1915, 15.7 per cent; 1916, 22.6 
per cent; 1917, 24.5 per cent; 1918, 21.1 per cent; 1919, 16 per cent; 
1920, 22.5 per cent; 1921, 5.6 per cent; 1922, 8.8 per cent; 1923, 6.5 
per cent; 1924, 8.8 per cent; and 1925, 11.6 per cent. The average was 
12.4 per cent. | 

By the processes of price fixing and the operations of the excess- 
profit taxes it would appear that we were able to control, in a very 
large measure, the evils of profiteering in the late war, especially 
toward the close of the war. In any event, exact information in this 
field is not easy to get. The best I have seen was given yesterday 
by Mr. Ballantine, of the Treasury Department. The whole probiem 
of profiteering needs more of the light of facts. 

O, you say, what are we going to do about it. Mr. Baruch sug- 
gests that the President be given authority (1) to fix prices as of a 
certain date; (2) to make adjustments; (3) to set up a system of 
licenses; and (4) to determine priorities. It may be he is right; 
probably he is; but with such information as I have at hand, I am of 
the opinion that the President would have those authorities in time 
of war anyhow. 

_ Another question facing the War Policies Commission is, “Shall 
private property be taken for public use during war?” The answer 
to this question is that it was taken during the late war and may 
be taken during the next war. The only qualification is that there 
must be just compensation. The inquirv, therefore, boils down to 
this: Should the Government be given the power to conscript private 
aN aa without just compensation? Our reply to this question is 
* No.’ 

Fifth. Is any statute or constitutional amendment necessary for 
me purposes of this commission? My reply to that question is 
` NO. 

Policies to be pursued in time of war should be formulated and 
directed, theoretically, by the President of the United States; practi- 
cally, largely by a central organization, such as the Ministry of 
Munitions in Britain or the War Industries Board in America in 
cooperations with the War and Navy Departments, solely and efti- 
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ciently set up for the dual purpose of harnessing the nation and 
winning the war. These policies, in case of war, would have to be 
worked out without much reference to law or constitution, for it 
will always be true that war is largely the negation of all laws 
established i in time of peace. It has been commonly recognized, cer- 
tainly since the time of Cicero, that in time of war laws are silent. 
When people go to war, they ‘must be prepared to place all their 
laws aside and to fare forth to kill and to destroy to the uttermost, 
if need be, quite lawlessly. That is the grim ugliness at the heart 
of war. 

No nation can more than try to equalize the burdens of war. It 
may and should try; but, of course, it can never even approximately 
succeed. Since efficiency i is the measure of success in war, and since 
efficiency without profits is sure to break down, at least in certain 
lines, it is well to keep the possibilities of profit alive; not exorbitant 
profits, but some profits. For the same utilitarian purpose, at least, 
the institution and rights of private property should be maintained 
in time of war. Every selfish motive will and should be utilized 
when once war has broken upon a people. All subordination of 
private interests in time of war should be as painless as possible. 

Throughout these remarks there has been at least one misleading 
implication. It has been said that it is quite impossible to equalize 
the burdens or to remove the profits of war. That is in error. 
There is one solution of all the problems facing the War Policies 
Commission, probably the only solution. Every olicy to be pur- 
sued in time of war can be perfectly clarified. Every burden of 
war can be lifted. Every war profiteer can be subvented. Every 
property can be secured. Every principle of law and every section 
of the Constitution can be protected. Every one of these highly 
desired ends can be achieved by avoiding war. The excuse for call- 
ing attention to this simple reminder lies in the fact that the title 
of the act under which the War Policies Commission is set up begins 
with these words: * Joint resolution to promote peace.” 

It is generally accepted by our people that we must have an Army 
ahd a Navy. Since we must have an Army and a Navy. it is plain 
good judgment that the Army and Navy should be the best. not the 
largest, Army; and the best, not the biggest, Navy, that our mili- 
tary experts can provide. In the language of George Washington. 
we shall have to take care “always to keep ourselves, by suitable 
establishments, on a respectable defensive posture.” But, to quote 
again from the Father of Our Country, we needs must: * Observe 
good faith and justice toward all nations; cultivate peace and har- 
mony with all.” And, to quote again from that immortal Fare- 
well Address, it 1s of prime import: ince that we “avoid the neces- 
sitv of those overgrown military establishments which, under any 
form of government, are inauspicious to liberty and w hich are to be 
regarded as particularly hostile to republican liberty.” 

The strategy for all Americans concerned “to promote peace ` is 
to remember the enduring principles worked out by the founding 
fathers in 1787: but that is another story. 

Mr. Hapnrey. Doctor. just one question: You had a very thought- 
ful analysis of what has gone before here, before concluding with 
your general observation on peace. Quoting part of the title, “which 
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you did, is it your thought that reasonable preparation for war, in 
the event of war, tends to promote peace, or to subvent it? 

Doctor CaLL. I have been 20 years studying that question, and I 
can not answer it. I have only general ideas on the subject. I am 
quite of the opinion that the “reasonable defensive posture,” as 
phrased by President Washington, remains still a necessary posture 
on the part of our people. So long as our Army is as small as it is, 
I can not see how any major power in the world can look upon us 
as in any sense a danger. It is true, I believe, that we could not 
wage a war in a foreign country by our Navy alone; it has to be 
waged by the Navy in cooperation with the Army. Since our Army 
1s as small as it is, I am of the opinion that our Military Establish- 
ment as is does not constitute, therefore, a menace to the peace of the 
world and that it is not necessary to think that it does. 

Mr. HapLey. I asked you that question because of some of those 
who have spoken, having the same end in view you have—the ulti- 
mate desideratum of peace—have taken a contrary view to that 
which you have just expressed. 

Doctor Catt. Of course, if we talk enough about our Navy and if 
we talk enough about the power of our Army, we create a psycho- 
logical situation which does create enmities and anxieties abroad. 
That is a thing we have to avoid as best we can. 

Mr. Couuins. Doctor, you seem to be strong for the status quo: 
is that it? 

Doctor Carr. I would not ignore the status quo. 

Mr. Corns. Well, are you not for the status quo? 

Doctor Cau: No, sir. 

Mr. Corns. You are not? 

Doctor CaLL. No, sir. 

Mr. CoLLins. Does not your statement indicate it? 

Doctor Catu. We are living in a living world. 

Mr. CoLLins. Yes; and everything you advocate is the doctrine of 
a hundred years ago? 

Doctor Carr. Well, I do not know of any better doctrine than the 
doctrine that was established in 1787. | 

Mr. CoLLixs. In the event we have another war, you think it 
ought to be conducted as the late one? I take that from your state- 
ment! 

Doctor Car. I sincerely hope that we shall not have another war. 

Mr. CoLLixs. I understand that. There is not a man in the Army 
or Navy but will say that. 

Doctor Catt. I think so. 

Mr. Corns. But in the event of a war, you are for its conduct 
the same as the late war was conducted ? 

Doctor Carr. I could answer that question by yes or no; but I 
doubt if a yes or no answer would exactly answer the question. My 
feeling is that if we are faced with war, the only thing to do is to 
fare forth and win it. 

Mr. Contains. And to conduct it as the late war was conducted ? 

Doctor Carr. Oh, I can not say that; no, sir. 

_ Mr. ConLins. Well everything that you set out in your statement 
Is in line with the way the late one was conducted. You have not 
suggested anything new; the things you suggested are the identical 
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things that we did in the late war. You even defended the profiteers. 
Do you know the size of our Army? 

Doctor CaLL. I do not defend war profiteers, sir. As for the 
Army, I understand it is between one hundred and two hundred 
thousand. 

Mr. CoLLins. I thought that. We have 136,000 men in our Army: 
we have 190,000 men in the National Guards; we have about 110,000 
to 115,000 men in the Reserve Officers Training Corps, a little more 
than that in the Organized Reserves; we train about 40,000 in the 
citizens military training and, including the persons in civilian life 
who perform a larger service than the enlisted men in the Army, 
we have around 800,000 men. 

Doctor Carl. They are not all in the Army, are they, Con- 
gressman ? 

Mr. CoLLins. Oh, they are subject to be taken into the Army im- 
mediately. In the National Guard enlisted personnel we have a 
better class of soldier than in the enlisted personnel of the Regular 
Army. Now there is not any use in hiding anything in this situa- 
tion. We want to tell the truth about it. and the idea of letting the 
world think we have an army of 100,000 or 125,000 is just hiding 
the truth. And its cost, I dare say, is larger than the cost of any 
other military establishment in the world. 

That is all I have to say. 

Secretary HurLeY. Doctor, in order to get you properly identified 
in the record, what is vour present occupation ? 

Doctor Catt. I am secretary of the American Peace Society and 
editor of the Advocate of Peace. 

Secretary Hurtey. Where is the Advocate of Peace published ? 

Doctor Cau. In Washington. 

Secretary HurLeY. What is the membership of the American 
Peace Society ? 

Doctor Catt. About fifteen hundred. It varies from fifteen hun- 
dred to two thousand. 

Secretary HurLeY. How is it financed? 

Doctor Catt. We have a small endowment fund and, otherwise, 
we are financed by memberships and contributions. 

Secretary HurLeyY. Do your officials contribute their time, or do 
they receive pay? 

Doctor Car. We have a few on the staff that receive pay; but the 
president, directors, and so on are volunteer persons. 

Secretary HURLEY. Are you associated in any way with the Amer- 
ican Group of the Interparhamentary Union? 

Doctor Cart. I am the executive secretary of the American Group 
of the Interparliamentary Union. 

Secretary Hurry. What is the purpose of that Union? 

Doctor Cart. The purpose of the Interparliamentary Union is to 
promote friendship and understanding eden members of par- 
haments. 

Secretary HrrLeY. Were you ever a delegate to the International 
Peace Congress? 

Doctor Catt. A good many of them. 

Secretary Hurrey. Have vou any connection with the Interna- 
tional Peace Bureau? 
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Doctor Carr. No, sir; I used to be a member of the council, but 
I am no longer. May I say, Mr. Secretary, that in what I have said 
this morning, I have represented nobody but myself. 

Secretary HurLeY. In response to a question by Congressman Col- 
lins you seemed to intimate your remarks were directed to conduct- 
ing the economics of the next war as the last was conducted. As 
a matter of fact, you referred to the national defense act of 1920, 
which was:the method of Congress for correcting the unwise eco- 
nomic principles followed at times during the late war. Did you 
not take that as the basis of your statement ? 

Doctor CaL. Quite so. 

Secretary HurLeY. You would not like what you have said to 
indicate you wanted no improvement over the late war, or no greater 
attempt to equalize the burdens of war? 

Doctor CaLL. Quite the contrary. 

Secretary HurLeY. Your purpose is to equa as far as that be 
possible, and to eliminate all profits of war! 

Doctor Carr. That is my position. 

Secretary HurLeY. You, of course, conclude that the only way to 
do this is to avoid war? 

Doctor CaLL. Yes, sir. 

Secretary HurLey. But you do not contend this commission should 
not go as far as it may with the enlightenment it receives to attempt 
to equalize, or possibly I should say further, to remove, the meal. 
ties of the burdens of war, and to eliminate profiteering ? 

Doctor Cart. I wish you Godspeed, but I fear that you will not get 
very far in that particular. 

Secretary HurLeY. You have referred to the fact this is a living 
world. In a living world economic, political, and social conditions 
constantly change, do they not? 

Doctor Carr. That is the way I understand it. 

Secretary HurLeY. Do you object to those charged with the re- 
sponsibility of defense of the Nation attempting to change the con- 
ditions of preparation for defense with the changing social, political, 
and economic conditions? 

Doctor Cart. Manifestly, that will have to be done. 

Mr. CoLLiws. Well, what have you suggested to change them? 

Doctor Carr. Change what, Mr. Congressman ? 

Mr. Corns. The conditions, so as more nearly to equalize the 
burdens of war. You have not suggested anything to this 
commission. 

Doctor Carr. 1 am inclined to agree with you, and I am sorry. 

Mr. Cotutns. Do you approve the national defense act? 

Doctor Carr. I do not know enough to approve or disapprove. 

Mr. Corus. That is all. 

Secretary HurLeY. Thank you very much, Doctor. 


STATEMENT OF MERCER G. JOHNSTON, DIRECTOR PEOPLE’S LEG- 
ISLATIVE SERVICE, WASHINGTON, D. C. 


Mr. JomxsToN. Director of the People’s Legislative Service. 

Secretary HurLeY. What is the People’s Legislative Service? 

Mr. Jounston. It is a progressive organization (the senior Sen- 
ator La Follette took a leading part in its organization in 1920) 
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which attempts, by research work, to supply such Members of the 
House and Senate as ordinarily come under the definition of hberal 
or DICE with facts useful in their work in Congress. 

Secretary HurLeY. Are you the head of that organization ? 

Mr. Jounston. I am the director of it. Senator George W. Norris 
is the honorary chairman of it. Senator Cutting of New Mexico 
is the chairman. 

Secretary HURLEY. Are you employed by the organization? 

Mr. Jounston. Yes, sir. There is a board of trustees of nine 
members, including those that I have mentioned. I will be glad 
to mention the others, if it is of interest. 

Secretary HurLeyY. I do not think that will be necessary. How 
is the organization financed ? 

Mr. Jounsron. Voluntarily. It has no endowment. 

Secretary Hurry. It is financed by subscription ? 

Mr. Jounston. By a membership fee of $5; subscription to * The 
People’s Business.” the official organ of it, of $1; and then a group 
membership fee of $10; and then such other voluntary contributions 
as may be made. 

Secretary HurLeY. And the purpose of the organization is to 
supply information to the liberals or progressives, you have said? 

Mr. Jounston. Yes. 

Secretary HurLeyY. Has it any purpose other than that ! 

Mr. JOHNSTON. In a way, it is a voice of the Progressive move- 
ment. From its beginning, in 1920, it has taken rather a leading 
part in most of the progressive steps that have been taken. 

Secretary HukLey. It shapes the policies of the Progressive more- 
ment ? 

Mr. JomxsroN. I would not say, actually, Mr. Secretary, that we 
do. We sometimes try to do it and hope to do it. 

Secretary HurLerY. What is vour membership at the present time? 

Mr. Jounxstron. About 700, including group organizations, some 
very large ones, which would make it very difficult to say how. many 
individuals we reach. 

Secretary HrrLey. All right, Mr. Johnston; you may proceed. I 
just wanted to get you properly identified in the record. 

Mr. Jounsron. I am very glad indeed to furnish that informa- 
tion. 

Partly because of the suggestions of friends intelligently concerned 
about the general welfare, partly on my own initiative, I am taking 
advantage of the general invitation of the chairman of the commis- 
sion to appear before you. 

My purpose is perhaps chiefly to offer myself to you, not exactly 
as a horrible example, but as a human exhibit of a somewhat mili- 
tant-minded American profoundly anxious lest the people of the 
United States should be perverted into a military-minded people, 
a people (to borrow a picturesque word used by Mr. Baruch in 
his testimony before this commission) “ atmosphered ” with war 
psvchology. 

I am of Scotch-Irish descent. If anybody in either of the old 
countries, or in this new country to which my forebears came some 
200 years ago, who is the least responsible for me, ever stood around 
wringing his hands or wondering what to do when there was a 
free fight going on, I never heard of him or, I may say, her. Ac- 
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cording to Scott's Tales of a Grandfather, the Johnston women were 
sometimes rougher than the Johnston men. The clan contributed 
two outstanding fighting men to the Civil War. The picture of one 
of them—General Joseph E. Johnston, my cousin—hangs in the hall 
of my home beside that of General Lee, under whom my father 
fought for four years. My father’s admiration for his cousin and 
his almost idolizing love for General Lee were passed on to me. 
His fighting blood had not been chilled when I was born. Indeed, it 
never was. Sometimes after having unconsciously stirred my blood 
with his soldier tales he would dash cold water on my mounting 
militancy, but never enough to dampen my ardor or even to con- 
vince me that he really intended to do so. I was well on in my teens 
before it dawned on me that there was any good reason why I 
should not fight a “Yankee ” on sight. While I have never regarded 
myself as being physically pugnacious, or been so regarded by my 
associates, I was always interested in fights in my neighborhood or 
school and was never accused of being a “slacker ” or quitter when 
the time came for me to lend a fist. 

After working at various jobs in the business world for a number 
of years I studied law; but while in the law school changed my mind 
and decided to enter the ministry of the Episcopal Church. The 
Spanish-American War came on while I was in the seminary. No- 
body had the war fever much worse than I did. I made my share 
of the whoopee. Like Mr. Dooley, I was ready to “fight, bleed, and 
die in every spot in Cuba.” However, due to what I regarded as 
untoward circumstances, among them the brevity of the war, I never 
got into a uniform. 

Early in my career in the ministry I became the head of a 
church school in San Antonio, Tex., just outside Fort Sam Houston, 
known as the West Texas Military Academy, founded by my father. 
Maj. Gen. Douglas MacArthur is perhaps chief among the bright 
particular stars of this school. He was under me for a while in 
American history. I recall how he used to rattle off battle scenes 
by the page to our mutual delectation. Maj. Gen. (then Col.) 
John L. Clem and I were closely associated during this period, 
and have remained freinds ever since. I saw a great deal of Army 
life, close up, and made many friends in all ranks. 

Next (moved partly by the patriotic idea of following the flag, 
about which few have ever uttered more fervid rhetoric than I) I 
spent five years in the Philippine Islands, very closely associated 
with Bishop Charles H. Brent, later chaplain general of the A. E. F. 
Throughout this period my relations with the Army were quite 
close. Most of the members of my cathedral vestry were Army 
officers. Colonel Clem, who followed me out, was one of them. 
Gen. Leonard Wood and his family were members of my congre- 
gation, and our very good friends. I presented the general for 
confirmation. I took part in all sorts of functions in which Army 
officers, both living and dead, figured—General Lawton among them. 

When the World War started, some years after my return from 
the Philippines, I was profoundly concerned about it. Long before 
the United States entered the war. I made an address to the Sons 
of the American Revolution in Trinity Church, Newark, N. J., 
which was notoriously lacking in the “spiritual neutrality” of 
President Wilson. When the United States decided to go in, I im- 
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mediately volunteered as a chaplain. I was turned down on account 
of age. I succeeded in getting into the American field ambulance 
service, attached to the French Army, and left for France im- 
mediately. When this service was disbanded, following the arrival 
of American troops, I became a “ Y ” secretary, attached to the 
One hundred and second Machine Gun Battalion of the Twenty- 
sixth (“ Yankee ”) Division. Altogether I was in France some 2U 
months. During much of this time my wife was on duty in the 
“Y ” soldiers’ canteen in Paris. Her father was a comrade in 
arms of General Sam Houston, and her grandfather Gen. Andrew 
Jackson's Secretary of State. Late in October, 1918, I was sent 
to a hospital in Limoge from the Verdun sector, blinded with was. 

I went to France determined to be “in” on this war. To taste the 
whole of it. I did just that. I had a thrillingly interesting time. 
Even more interesting than a couple of descents I made into the 
crater of Taal Volcano a short time before its last big blow-off. If I 
have anything to sav against war, or against “ atmosphering ” the 
rising generation with war psychology, it is not because of mv per- 
sonal disappointment in war as a spectacle, nor because of personal 
disgust with war as an orgie of bloody butchery, and certainly net 
because of any fear I have of the physical punishment war might 
inflict on me. It is simply because my brains and my conscience, 
like those of a goodly number of men and women throughout the 
world, have been working more effectively since the war than they 
did in times past. It is because I have come to believe in a profound 
way that war is politically, economically, socially, ethically, inde- 
fensible. Far less defensible than private dueling. 

Now, what has all this to do with this War Policies Commission ? 
Nothing, if the commission is primarily concerned “to promote 
peace ” with our best national intelligence and with internatomnal 
integrity. But if the commission is not primarily concerned “to pro- 
mote peace ”; especially if it is so much concerned about war prob- 
lems as to pass up the problem of the promotion of peace with hardly 
so much as a “lick and a promise,” then all Americans who believe 
in international integrity, and who are unwilling to have the so-called 
Kellogg peace pact go down in history as a pious fraud perpetrated 
bv the United States upon the world, ought to do their utmost to 
advertise the true character of the comnussion far and wide. 

This commission is bound to do one of two things. It is erther 
going to make a contribution toward “ atmosphering ” the United 
States with peace psychology, or it Is going to make a contmbution 
toward “atmosphering ” the United States with war psychology. 
If it does the latter, 1t will be a party to the greatest possible crime 
against the people of the United States and mankind. 

Nor can the members of this commission escape the responsibility 
for any contribution toward “atmosphering ” the United States 
with war psychology they may make by passing the buck back to 
Congress. Thev are the responsible servants of the people of the 
United States. If Congress has nodded, or fallen into a deep sleep, 
and, in a nightmare, sinned against the people, it is the duty of the 
members of the commission not to join hands with Congress in the 
commision of the sin but to bring Congress to repentance and a 
better mind. There is no respectable reason why vou should per- 
form as if Congress were Tony Saarg and you a mere handful of 
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puppets. This is no time for a puppet show in this distracted coun- 
try and world of ours. Men's souls are aggravated almost to the 
limit as it is. 

Unhappily, the name of the commission is against it. War Policies 
Commission is just a little better than war mongering commission. 
It has a bad sound in such times as these. How the President could 
have signed the resolution creating the commission so soon after 
the IES of the Kellogg peace pact is not easy to understand or 
explain 

Possibly it was because he, momentarily, at least, laid more stress 
on the first three words of the title of the resolution than the chair- 
man of the commission seems disposed to do. Those words are, “To 
promote peace.” I do not know who is responsible for those words. 
I am in some doubt as to whether x erson who put them there 
had his tongue in his cheek or not. they were intended to be 
taken in sincerity and truth, the ae has no excuse for not 
attempting to discover every "possible means of promoting peace and 
recommending them to Congress through the President. 1f they 
belong to the category of congressional j jokers,” the members of the 
commission owe it to themselves and the people to express proper 
indignation over the unworthy subterfuge, which is both a personal 
and a national indignity. 

In reading the resolution I could not fail to note that the word 
“ peace’ ” does not occur in the body of the resolution, whereas the 
w fig “ war” occurs in it six times, besides being mentioned in the 
title 

In reading the opening statement of the chairman of the com- 
mission, I could not fail to note that the word “ peace ” did not once 
escape his lips. And on the last day of the hearings at which that 
statement was made he made this explicit declaration: “ The pur- 
pose of this commission is to equalize the burdens and to eliminate 
the profits of war.” Any thought of the promotion of peace, cer- 
tainly directly, seems to have passed entirely from his mind. The 
suspicion arises that the chairman never regarded the words “to 
promote peace” as being anything other than pure buncombe; or, 
if that is putting tt too strong, intoxicating ver bale rumbs for unwary 
peace birds. 

The resolution is sponsored by the American Legion. Commander 
O'Neil says in his testimony: “The American Legion is not a mili- 
tarist organization. It is a militant peace organization and is truly 
working for the peace of the world.” He calls the resolution “ pri- 
marily a peace measure.” No doubt there is an element of truth in 
these statements. But I find it quite impossible to give anything 
like full credence to them. However it may be with the rank and 
file of the Legion, the dominant vocal minority of it bears too much 
of the responsibility for militarist demonstrations that led to un- 
pleasant incidents and is too closely identified with the national 
program for “ atmosphering ” the country with war psvchology for 
any discerning American liberal to take such declarations at their 
full face value. The commander says: “We would not think of 
militarizing women or militarizing children.” There he stops. And 
even that assurance suffers in the minds of liberals who observe the 
eloquent silence of the Legion while the process of militarizing 
women and children (along with almost everybody else). or at least 
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“ atmosphering ” them with war psychology, goes on steadily, with 
ever-increasing pace, in this land which is traditionally opposed to 
overgrown military establishments, and which I rofoundly believe 
still 1s opposed to such establishments, and would resent with deep 
indignation the attempt to teach it the imported “ goose step,” once 
it became aware of it. 

There are clear indications in his testimony that Commander 
("Neil is laboring under the delusion that the philosophy of Goliath 
of Gath (of the vintage of upward of 3,000 years ago) is perfectly 
good philosophy for Uncle Sam to-day. That is, if we armed Uncle 
Sam, cap-a-ple, putting a helmet of brass upon his head, enveloping 
him with a coat of mail weighing 5,000 shekels of brass, putting 
creaves of brass upon his legs, and a target of brass between his 
shoulders, furnishing him with a spear whose staff was like a weaver's 
beam and whose head weighed 600 shekels of iron, and a shield 
bearer to go before him (or the 1931 equivalent of these accoutre- 
ments), teaching him all the big cuss words of Goliath, and “ atmos- 
phering ” him so he would shout in a stentorian voice at the drop of 
a hat or bat of the eye of any “ foreign devil,” that we could throw 
such a scare into the other nations of the world that they would be 
“ good ” forever and forever, and that all would be well with us and 
the goose that lays our golden eggs. How any fairly observant per- 
son who went through the World War came out of it with the foolish 
idea that the philosophy of terror is a good working philosophy in 
dealing with human beings I can not understand. The simple truth 
is that Almighty God did not make human beings that way. 

To relieve the tension a moment, David Harum said, “I guess 
there is about as much human nature in some folks as there is in 
others, if not more ”—and to fight under provocation is terribly 
human. I never saw anybody from the beginning to the end of the 
war I thought I could throw terror into and make him go away back 
and sit down. | 

If this resolution is “ primarily a peace measure,” it seems to me, 
however, enamored of peace in his private heart the Secretary of 
War is—and I speak with the greatest courtesy and I raise no ques- 
tion of the sincerity of his affirmative protestations in that regard— 
it would have looked better, both at home and abroad, if some one 
other than the warrior member of the Cabinet had been named 
chairman of the commission. It would be a bold dove of peace that 
would take a chance on flitting in through the door or the window 
of a room in which a War Policies Commission, presided over by a 
war Secretary, was in session. 

If this resolution is “ primarily a peace measure,” it seems to me 
the commission would be somewhat more determined than it ap- 
Rears to me to be, to bring before it that outstanding friends of 
peace in this country, possibly, even, some of those beyond our na- 
tional borders. I appreciate the fact that a courteous general invita- 
tion for anybody to come in is recorded in the hearings. But that 
does not seem to me to be adequate. If necessary, courteous compul- 
sion should be resorted to. Otherwise, from present appearances. 
the hearings of the commission will be hopelessly one-sided, and 
wide open to that charge. It would certainly add much to the 
strength of the report the commission makes to the President and 
Congress if it could say it had directly challenged every peace foun- 
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dation and organization in the United States to give it the benefit 
of its mature views as to how best to promote peace. 

I am not here as a representative of any peace foundation or or- 
ganization. The People’s Legislative Service thinks that the liberal 
and progressive views it attempts to voice contribute toward “ do- 
mestic tranquility ” and peace on earth among all men and nations 
of good will. But it does not profess to be a peace organization. 

Nevertheless, I ought to express my views concerning the promo- 
tion of peace. They must necessarily be largely my views, for no 
formal action regarding the hearings of the commission has been 
taken either by the board of trustees or the general membership © 
of the organization of which I am director. . But as I have been 
close to the front in the liberal and progressive movement for 
upwards of 10 years, and can qualify as almost a lifelong liberal, 
I am fairly representative of that school of thought. I was chair- 
man of the executive committee of national Progressive headquarters 
after the 1924 Progressive campaign, in which about 5,000,000 votes 
were cast for La Follette and Wheeler. 

First, then, the United States ought to move in the direction of 
a league of nations. If not the one for the creation of which we are 
primarily responsible, a better one that can now be devised. 

Second, the United States should become a full member of a 
world court. 

Third, the United States should play a brave, generous, deter- 
mined, and leading róle in a genuine, thoroughgoing movement for 
international disarmament. We have had enough disarmament in 
the Pickwickian sense. What we want is disarmament in the plain 
American sense. 

Fourth, the United States should take the initiative in a jointly 
called international economic conference in which nothing shall be 
taboo, in which everybody shall both be seen and be heard, which 
shall in the fullest sense be an international clearing house in which 
whatever is on the economic chest of the world shall be gotten off in 
a friendly atmosphere. 

Fifth, without waiting for this international economic conference, 
we Americans should do something drastic about our economic 
imperialism, both at home and abroad. The charge of economic 
greed, grown to gigantic proportions, responsibly mace, lics at our 
door. The hogging instinct, whether in the private family, at the 
national board, or in the family of nations, is destructive of peace. 
Hogging means fighting, sooner or later, both at home and abroad. 

Sixth, the United States should immediately stop short the 
growth of its military establishments. They are now much greater 
than they ever were except during war time. They are unnecessarily 
large. Their growth should not only be stopped, but some real steps 
backward should be taken. 

Seventh, our Government should stop “ atmosphering ” our people 
individually and collectively, in home and school and industry and 
almost everywhere, with war psychology. 

Eighth, we Americans should deflate the sense of terror of 
foreigners within our borders and of foreign nations manufactured 
by excitable persons like Congressman Hamilton Fish in tender- 
foot minds. 
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Ninth, we should put a firm foot down on the disposition of 
certain of our immature judges and unwise patriotic organizations 
to make the readiness of prospective citizens, both male and female, 
to kill in battle the supreme test of citizenship. It is both a 
humiliating and a disturbing spectacle. 

Tenth. the United States should come perfectly clean in its rela- 
tions with all Latin-American countries—not excepting €ven Cuba. 

Eleventh, America should make good its pledge of independence 
to the Philippines. Our sincerity is at stake in the eyes of the world 
in this matter. 

Twelfth, America should rise to the splendid moral height of 
being tolerant even with the intolerant (or those popularly deemed 
so) and establish diplomatic relations with Soviet Russia. 

Finally. m a w oul we Americans should replace the hghted torch 
in the uplifted arm: of the Statue of Liberty. and make that symbol, 
both in the eves of liberal-minded Americans and the whole troubled 
world, the real, honest-to-God expression of America to-day. 

I have used this term * atmosphering with war psychology ” fre- 
quently, What I mean is that besides the actual growth since the 
World War of our military establishments and besides the atmos- 
phering with war psychology by our patriotic organizations—some 
of them unspeakably distressing—the following activities directly 
sponsored by the War Department contribute with greater or lesser 
apparent conscious purpose to “atmosphering ” the public mind— 
men, women, children, everybody, indeed, at all susceptible—with 
war psychology. 

First, the Army and Navy itself, with its picturesque advertising 
secondly, our federalized National Guard and all that goes ae 
with it: third, our organized reserves; fourth, our citizens’ military 
training camps—especially since they are attempting to make 
* good ” American citizens out of Americans bv passages in the 
manual of training which I think are quite out of place in that 
manual; fifth, the Reserve Officers’ Training Corps, with its invasion 
of our colleges: next, the invasion of our schools, not merely by the 
cadets, but by other too frequent invasions for near military pur- 
poses: next, uses made of the National Rifle Board; next, our pro- 
curement agencies, which really run their fingers back into all the 
Tecesses, especially the industrial recesses, of every day life and leave 
almost no phase of our industrial life untouched bv militarist fingers. 
Then, needless mobilization. Certainly “ mobilization day ” was a 
very great offense to many, including myself. And any unnecessary 
military demonstrations. 

If I ought to say a word about national security—and I am as 
profoundly concerned about it as any living American—the best 
guaranty of national security is a happy people. Give a people that 
thinks that the Statue of Liberty is really the honest-to-God symbol 
of the spirit of America, and America is absolutely impregnable. 

Finally, if I ought to say a word about equalizing the burdens and 
profits of war, I make substantially the same drastic recommendation 
that Congressman LaGuardia made. entirely independent of my 
thought. I had already decided to make the recommendation before 
he spoke: 

That is, if we are going to have war, that all life and all property. 
with no exceptions, he placed at the disposal of the Government for 
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the period of the war; that there shall be equal provision for every- 
body; that nobody shall receive during the period of the war any 
compensation greater than that of the private soldier—not any officer 
in the Army, not the President, not anybody; but for the period of 
the war that we shall be Christians, shall I say, to the extent that the 
early Christians were Christians. It is recorded in the Acts of the 
Apostles, in the second chapter and the forty-forth and forty-fifth 
verses, “And all that believed were together and had all things com- 
mon; and sold their seca and goods, and parted them to all 
men as every man had need.” I know that is drastic medicine; but 
if we must have war, and war really calls for the supreme sacrifice so 
far as human life is concerned, we ought to take the next step and 
let it call for the supreme sacrifice so far as everything is concerned. 

Paul wrote to Timothy (II Tim. ii, verses 3 and 4): 

Thou therefore endure hardness as a good soldier of Jesus Christ. No man 
that warreth entangleth himself with the affairs of this life; that he may 
please Him who hath chosen him to be a soldier. 

That must be applied to the private soldier. If we are going to 
ets the burdens of war it should be made to apply to everybody. 
If it must apply to everybody, if we realize it is going to be applied 
to everybody, everybody will be much more careful about moving in 
the direction of the next war. 

What I have in mind is a sort of receivership for the period of 
the war—not necessarily that the receiver of all life and all prop- 
erty in the United States should actually reach out and take it all 
and put all the human life into an army and all the property into 
a barn of some kind, but that the receiver shall be the actual lord 
and master of everybody and everything in the United States for 
the period of the war. After the war a fellow would get as much of 
his life back as is left and those who own property would get as 
much of that as is left. Receipts should be given, not necessarily for 
human property, but receipts should be given for real and personal 
property, and after the war there should be a final disposition in the 
case of this enormous bankruptcy. 

Secretary Hurtey. Mr. Johnston, now that you have fixed me as 
a militarist who does not want peace, have you seen anything in 
this record that indicates that I am militaristic? 

Mr. Jounston. Mr. Secretary, I thought my language distinctly 
avoided accusing you personally of being a militarist. I think it 
does. I tried to avoid that. 

Secretary HurLeY. Well, you had better make a few corrections 
of it; because, in my opinion, it does not. In my opinion, you are 
absolutely and unqualifiedly mistaken in what you have said about 
me. And I think it was unjust, unfair. and unwarranted. No man 
would make such baseless assertions unless he were trying to arouse 
personal resentment. I have tried from the beginning of this hear- 
ing to impress upon every witness who came before this commission 
that one of the purposes of this commission is to promote peace; 
but we can not take your advice or any other man’s advice to throw 
overboard every other mandate of Congress in that resolution. We 
propose to do our duty as we are directed. You are mistaken when 
vou say that I am a militarist and that I want war. I do not. In 
fact, from what you have said, I think I am a more reasonable 
pacifist that you are. 

48440—31—pr 3—19 
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Mr. Jounston. Well, may I say, Mr. Secretary, with all courtesy, 
I think your reply does not fit my language. 

Secretary HurLeY. Well, if it does not fit your language, I wish 
you would change the mistakes you have made. I am an advocate 
of penes: and 1 decline to have you distort my character in this 
record. 

Mr. JoHNstTon. I am sure your remarks, Mr. Secretary, are some- 
what beside the point. And let me get this clear, that I am not, 
have never claimed to be, and am not regarded as a pacifist. I am 
connected with no pacifist organization; never have been; have point- 
edly declined to become a member of any pacifist organization; and 
that is why I thought it worth while, as I said in the beginning 
of my statement, for me to appear before this commission and let 
you gentlemen see just how an American who disassociates himself 
with pacifist philosophy feels about this matter. 

Secretary HurLeY. Of course, I am willing to respect your views, 
whether they are pacifistic, or militaristic, or neutral. I have no 
objection to any of your expression of your views; but I do object 
to your attempt to paint me as something which I am not. Your 
statement to the effect that I have never said that this commission has 
anything to do with the promotion of peace is so far from correct 
that I hesitate to discuss it. 

Mr. Jonnston. If you wanted to take it up, which I am sure you 
do not care to do as time is not available, paragraph by paragraph, 
sentence by sentence, of what I stated with regard to you or about 
you, I think I could make it quite clear to those present or to any dis- 
interested group of a dozen men that you have got me wrong. 

Secretary HurLeY. Well let us drop that phase of it. 

Mr. Jounston. You have got me wrong. 

Secretary HurLey. No. 

Mr. Jounston. In regard to the last quotation I made from you, 
Mr. Secretary—I was very careful about the language I used. 

Secretary HurLey. Oh, yes; I realize you tried to attack me with- 
out getting a rise out of me, as the boys say, but you were not very 
successful. I know you phrased it very carefully, but I got the full 
force of the language. Now, if you are willing to drop it, I would 
like to ask you some other questions. 

Mr. Jounston. Certainly. 

Secretary HurLey. I, of course, do not want to make it personal, 
unless someone makes it personal with me; then I must get my 
character (as 1 know it, not as you think it is) in the record. 

Mr. Jounston. Absolutely, sir, and I respect that. 

Secretary HurLeY. Now, you have said in time of war you would 
like a receivership for the Nation. I have understood that the object 
of considering what might occur in a future war was an attempt to 
save the Nation and its economic structure, instead of destroying it. 
Do you think your plan would destroy the economic structure of this 
Nation? 

Mr. Jounston. It might jar to its foundation much that many 
now consider an essential part of the economic structure of the 
Nation. 

Secretary HurLeY. And if you had raised your right hand before 
God and had taken an oath to protect and defend the Constitution, 
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would you still proceed, as you say, to throw the Nation into receiver- 
ship in time of emergency and, as you say, shake to its very founda- 
tion, if not destroy, its structure ? 

Mr. Jounston. Well, I will be frank to this extent: My recom- 
mendation of this drastic measure, which would bring about a con- 
dition which would be distressing to me—as I would be distressed to 
be either in Italy or Russia at the present time—was to get before 
this country whether or not there is to be any genuine effort to 
equalize the burdens of war as between human life and property. 

Secretary HurLeY. Now, as between human life and property, do 
not get me wrong on that. Remember, I have walked with the boys 
Just as you have and I know both sides of this game. I have said 
on numerous occasions that I consider it unjust and unpatriotic to 
require one man to offer his life, or give his life, while another is 
profiting by war; but the plan you Rave suggested would, in my 
opinion, destroy this Nation if war should come. Are you asking 
this commission to suggest a plan that you say would shake this 
Nation to its very foundations in the event of war? Not that we 
want war, but if war should come—is it our duty to maintain and 
defend the Nation or plan now for its destruction? Which side of 
that question do you stand upon? 

Mr. Jounston. Let me suggest, then, as a sort of prelude to the 
more drastic step, that the Constitution should provide for the drastic 
step after a national referendum on the subject. 

Secretary HurLeY. Well, of course, a national referendum has 
been suggested by one of the a military men of the coun- 
try, Admiral Samuel McGowan, and by other very enlightened 
gentlemen, but what you have suggested is a receivership for the 
Nation in the event of war. Now, I understand all your talk about 
not wanting war. I go just as strong as you do, possibly a little 
stronger; but we have the responsibility of recommending to Con- 
gress and you ask us to recommend something which you yourself 
say would shake the Government to its very foundations and possibly 
destroy the Government. 

Mr. JomnstoN. Perhaps I might say this, that I have enough 
taith in the American spirit, face to face with an enormous emer- 
gency, to think that it would not break down while the emergency 
was on. I would not contemplate the man who has a hundred million 
dollars standing by the side of a man who has nothing but his life 
and his family, on whom the Government has laid its hand, and for 
the man with a hundred million dollars to say, “I will not go along 
with this thing, even for the length of the war”; but rather that the 
man of property should say, “As disruptive as it seems to me to be, 
for the length of the war, 1 will go along with this thing; although 
it takes every atom of property which I have, I will go along with 
it for the length of the war.” 

Secretary HurLeY. Now, that is all right; I agree with you. But 
you say in a situation like that, you would trust the ate of the 
country; you would not make a plan to maintain the Government, 
regardless of whether such men as you have described responded or 
not. In addition to that, you have said that every one should be 
paid only the salary of a soldier. 

Mr. JOHNSTON. Yes, sir. 


770 WAR POLICIES COMMISSION 


Secretary HurLeY. Well, say a man has six children and a wife: 
Would you limit him to the salary of an unincumbered young man 
in the Army. 

Mr. JomxstoN. But if the man in the Army had a wife and six 
children 

Secretary HurLeY. Under our selective system he would not be 
in the Army if he had a dependent wife and family; he would not 
be drafted with that responsibility; he would be exempted. Now 
I am asking you if you would pay this man with a wife and six 
children the same salary that you pay the unincumbered man, say, 
in the Service of Supply in the Army? 

Mr. JoHnstoN. I am Lana toward equality. 

Secretary HurLeY. I know you are and I am trying to find out 
how you would get it under your plan. 

Mr. Jonnston. I would take the same care of the man’s family 
who did not go into the fighting element as I would of the man 
who went into the fighting element. If either of them had responsi- 
bilities, a good government would take proper care of them, would 
ration them, would clothe them, would house them, would take as 
good care of the man who did not go into the Army as it would of 
the man who did. Then the man in the Army—although this prob- 
ably would not equalize thin the man in the front-line trenches 
would say, perhaps, as they frequently did say, “ This is hell,” but 
he would also say, “ Everybody is in it for the length of this war.” 

Secretary HurLeY. Of course I agree with you so far as you want 
everybody in it and the burdens to fall equally. What 1 disagree 
with you upon is your plan, because I think your plan, in place of 
defending the Nation, would in many essentials destroy it, and 
whether you think it should be destroyed or not is a different ques- 
tion. But our responsibility would be to defend it, and that, of 
course, creates a different point of view. 

Mr. Jonnston. Oh, no; I do not think it would destroy it. 

a HurLeyY. Well, I understood you a while ago to say 
you thought it would. Now if you want to correct that and sav 
your plan would best conserve and protect and defend the Nation, 
why that is entirely a different viewpoint. 

Mr. JOHNSTON. The laws of bankruptcy are drawn with the view 
not of destroying commerce, but of helping commerce. 

Secretary HurLeY. Yes, but you said when the Nation goes into 
war, you would throw it into bankruptcy and appoint a receiver. 
Do you think it is necessary to do that? Are we intelligent enough 
to protect the commerce and the economic life of the Nation, as it 
was done under haphazard conditions which you described before? 
Do you think it could be done under better conditions and more 
evenly distribute the burdens of war, provide for equality of the 
economic burdens as far as possible, and still maintain the Nation? 

Mr. Jounston. I think we would get by with what I suggest. 
frankly, Mr. Secretary, with the idea of dramatizing the problem 
before us to the mind of the whole country; for unless we do some- 
thing so drastic that it will shake the foundations of the country I 
think we are just kidding ourselves and kidding the rest of the 
country with the idea that we are really going to do something to 
make the next war a little nicer than the last one. And let me repeat 
that I say that in a way with my head, because, very frankly, I did 
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not disenjoy the late war. You can see how that statement will help | 
me with my pacifist friends. 

Senator Rosrnson. What do you mean by that statement? When 
you say you did not disenjoy the late war, do you mean you 


enjoye 16? 

r. JOHNSTON. At times, Senator Robinson, I was in a state of 
exhilaration which I perhaps had not experienced so much before 
the war and possibly have not experienced since the war. With a 
kind of barbaric Scotch feeling I have stood on the hills around the 
Chemin des Dames and danced with a kind of savage satisfaction in 
the face of what was going on immediately around me. 

Senator Rosrnson. And what was that? 

Mr. Jounston. While the Boche planes flew overhead on their way 
to Paris and while rather intensive shelling was going on. 

Mr. CoLLins. Well, that was the general feeling. 

Mr. JomNstoN. Perhaps it is rather humiliating to admit that 
human beings are built that way. But while 1 have gone to all of 
the war plays that have been given and have found some of them 
wonderfully true in parts, I have come away from nearly every one 
of them saying to my wife, “ They left something out of that which 
peo we ought not to say much about, but which, if my heart were 

eing dissected, would be discovered in my heart.” But once a thing 
of that kind is on—even with dead men all around them and cooties 
crawling over every inch of their bodies—men do get a certain kind 
of satisfaction out of it. 

Senator RoBINSON. I am interested in your suggestion from a prac- 
tical standpoint. I did not hear the first part of your testimony and 
you may have discussed what I am thinking of and, if you have, all 
you need to do is to say so and I will not ask you to go over it again. 
As I came in, you were referring, in case of war, to throwing the 
property of the Nation into a common control which you designated 
as a receivership. That, of course, was for the purpose of making 
ney that all owners of property would be treated alike. Was 
that it? 

Mr. Jounston. Not merely all holders of property. although I 
would like to see them treated with such fairness as was possible 
under the circumstances—that is, that after the war they should re- 
ceive back pro rata what was their share of what was left—but it 
was primarily with the view, Senator, of trying to do something to 
satisfy that sense, which all of us seem to want, of trying to make 
war fairly equal to all human beings. 

Senator RoBinsox. I assumed that was the thought which prompted 
the suggestion, and now what I am trying to arrive at is the prac- 
tical way in which you would operate this gigantic receivership. 
What would be the advantage of taking property that could not 
be used? For instance, what would be the advantage of taking the 
ee the country into receivership and how would you operate 
them | 

Mr. Jounston. You perhaps did not hear me say 

Senator RoBinson. No; I did not. 

Mr. Jonnston (continuing). That I did. not contemplate that the 
presidential receiver should take into his physical possession either 
personal or private property, but that for the period of the war, be- 
cause it had been declared by Constitution and statute, every man 
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would know that he was using Government property for which he 
was liable to give an accounting to the receiver. 

Senator Rorinson. You would then pass title to all of the prop- 
erty, both personal and real, into the Gore amen for the period of 
the war? 

Mr. JoHNsTON. Yes, sir. 

Senator RomBixsoN. How would you administer it? Have you 
worked out the details of it? 

Mr. JoHNston. You gentlemen have not gotten very far along 
with whatever you are going to propose, and, of course, I have not 
worked out any detailed plan of administering the receivership 
ab 

enator Rosixson. Well, if you are satisfied with that answer, of 
course I will have to accept it; but I am really trying to find what 
is yonr mind. I am not trying to antagonize you. 

r. JOHNSTON. Yes, sir. 

Senator Roprnson. But I am trying to find out the practical value 
of vour suggestion. What, in your opinion, would it be? 

Mr. JouHnston. The fundamental satisfaction of knowing that the 
Government of the United States had gone to the extreme limit to 
equalize the burdens of war and to prevent any profits whatever 
from being made. When we sit here and say that capital is not to 
be affected by anything that is done and that even an income of 7 to 
9 per cent or more is to be allowed on capital, I say that is just 
kidding the fellow who marches off to the front. 

Senator Rosinson. Well, I do not think you grasped the signifi- 
cance of my question. If you did, your answer does not seem to be 
responsive to it. Assuming now that the commission should recom- 
mend for the President to take possession of all the property and the 
title to all property should be vested in the Government for the 
period of war, how would you administer that property during the 
war? Would you discontinue all incomes? 

Mr. Jounston. I have said that. 

Senator Roprnson. You have said that? 

Mr. Jonnstron. Yes, sir. 

Senator Rosrnson. The Government would receive no income 
from its property, from all the property of the Nation; it would be 
so administered that there would be no income; is that the idea ? 

Mr. Jounston. Oh, no. The Government, if it has any intelli- 
gence, would make it serve its purposes as the present owners do. 
And if the Government chose to make money out of it, that is en- 
tirely up to the Government. I do not consider the fact that the 
title was in the Federal Government would affect the productiveness 
of the property. because I am giving the property owners the credit 
of being as profoundly interested in the general welfare as the man 
who goes into the Army. 

Senator Ropinson. Taking it now as a practical proposition. 
assuming the country went into war and the President, under the 
authority that you have suggested, seized all property. How would 
you manage it? 

Mr. Jonnston. If I were over in the White House, I think I would 
call in first some man, we will say, like Mr. Baruch, who claims to 
have made a great success of handling so much of our wartime busi- 
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ness as he did. I would advise with him as to some larger group and 
go about it in that way. 

Senator Rosrnson. Well, would you rely on Mr. Baruch to select 
the agents that should control the property that is now private 
property ? 

r. JOHNSTON. No, sir. If I were President, I probably would 
act a good deal like Woodrow Wilson. Up to the extent of my 
intelligence I would probably let my own predilections shape my 
choice of individuals and of the machinery that they would create. 

Senator Rosrnson. Well, would you give that machinery the 
power to use one man’s property when it needed it and not to use 
another man’s property when he did not need it? 

Mr. JoHNsTON. Yes, sir. 

Senator Rosrnson. Would you reimburse them for the value of 
their property, or how would you restore it to them? 

Mr. JoHNsToN. So far as possible during the course of the war 
some sort of receipt or certificate should be given to everybody 
whose property you took. At the conclusion of the war, before some 
court, some sort of supreme court, all claims would be as justly 
adjudicated as possible and such reimbursement as it was possible 
to make, without mortgaging the future very largely, I would make. 

Mr. CoLLiNs. Would vou return the property as is, or would you 
return it with compensation for its use? 

Mr. JonHnston. No compensation for its use. 

Mr. CoLLins. Would you return it as is? Maybe you do not un- 
derstand it. Would you return it with compensation, or would 
you pay the owners for its use? 

Mr. Jounston. I do not think the owner should be paid for its 
use. He would be taken care of during the war like the soldier. 

Senator Rosrnson. If you did not pay him for its use, how would 
the people live—say, 125,000,000 people? Suppose the war lasted 
four or five years and the Government has taken all the property; 
the former owners of the property are not to be compensated in any 
degree for its use. How would you provide for the 125,000,000 people 
during the progress of the war? 

Mr. Jounston. The 125,000,000 should be on the pay roll of the 
Government. 

Senator Rosrnson. How would you get the money to pay the 125,- 
000,000 people if you did not allow an income from the property ? 
oo JOHNSTON. You are getting into a field of higher finance 
than 

Senator Rosrnson. I do not think there is any high finance in that 
at all; I think it is just the contrary, if you will pardon me for 
saying so, and I am interested in your suggestion. I am trying to 
find the practical value of it. All the property in the country is to 
be seized by the Government and the title is to be passed into the 
Government and it is to be operated by Government agents, but the 
owners of the property are not to receive anything from it. They 
are not to receive any compensation for the use of the property; 
they are not to be compensated in any degree for its impairment. 
Now, what I want to know is how is the country to survive at all; 
how are the people to survive during the period when you are 
operating this property by the Government ? 
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Mr. JoHNstToN. How did business survive during the late war— 
chiefly by mortgaging the future, 1 suppose. 

Senator RosinsoN. Well, private property was not confiscated 
during the late war; always private property rights were respected 
and ine complaint is that in some spheres at least—too much re- 
spected—respected to the extent that some were permitted to make 
excessive fortunes which nobody approved. But what I can not 
see is how the country is to be benefited, how the fighting power 
of the country is to be strengthened by the policy you have sug- 
gested, 1f it be followed to its legitimate conclusion. But perhaps 
that is a matter of argument rather than a matter of testimony. 

Mr. JounsTon. It is, and I want to be perfectly candid by say- 
ing that you get there into water which is quite deep; because we 
will say that one-fifth of the available medium of exchange in the 
United States is hard money, or money secured by metal, and the 
other 95 per cent of it is credit. The money would be all right and 
the Government would have that, so it could go along fairly well. 
Of course, the 95 per cent credit element would be rather gravely 
affected; but if the Government were actually feeding and slothine 
and housing its total population, I do not think there would be the 
same necessity for that 95 per cent of credit on which we are doing 
business now. But when i say it would shake things somewhat to 
their foundation, undoubtedly this action would strike at that huge 
volume of credit which is partly dependent on a going concern. 

Senator Roprnson. With their property all in the ownership of 
the Government and all managed and operated by the Government, 
it would be necessary, of course, to determine the activity and the 
duty of every one of the people—every citizen. It would have to tell 
them what to do and tell them to do it, would it not? 

Mr. Jounston. A colossal job which I do not look forward to with 
any pleasure, either as director or servant. 

Sular Rosinson. Would it not be impossible; would it not be 
almost physically impossible? Would not you impose on the Gov- 
ernment an economic task that would be impossible of effective per- 
formance, particularly in time of war, to take every man out of his 
accustomed sphere, deprive him of his property and any resources 
upon which to live, and make him dependent absolutely upon the 
benefaction or whatever you may term it of the Government, and 
make every action of his life, every act of labor dependent upon the 
order of the Government—would not that be such a gigantic under- 
taking that, as was suggested in your original statement as I heard it, 
there is no doubt about it shaking everything to its foundations? 
You are right about that; that is one thing on which I agree with 
you absolutely. [Laughter.] 

Mr. Jouxsron. I would say, Senator, that we Americans have at 
least as much intelligence as the people who are now running Soviet 
Russia. 

Senator Rosinson. Just a minute right there—— 

Mr. JonNston. Let me say about Soviet Russia 

Senator Rosıxsox. Now, are you approving the soviet system in 
contrast with the system of private property ownership in the United 
States? Is that the idea of your argument? 

Mr. Jonnston. The Government has already stepped in that di- 
rection—did it in the late war. Having taken that step, it now con- 
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templates a yet further step, apparently a more drastic step. Now, 
I am no apologist for Soviet Russia; I just imagine that I could be 
about as unhappy to-day with my independent way of thinking and 
acting as I could be perhaps anywhere in God's universe, were I to be 
in Soviet Russia. 

Senator Roprnson. Unless it were in the United States under the 
system that you suggested during time of war. Of course, it is need- 
less to ask you if your object is to bring about as much unhappiness 
as possible in Government control of affairs during the war. Of 
course, you do not mean that. 

Mr. Jonnston. No; I do not mean that. 

Senator Rosrnson. No; but you have referred to the soviet system 
as if in complimentary contrast with the system of private ownership 
in the United States. 

Mr. Jonnston. Senator, I want to complete what I said, so as to 
be entirely frank about it. 

Senator Roprnson. Yes. 

Mr. Jounston. Although in doing so, it repeats it a little—that I 
do want to force on the mind of our generation very drastic thinking 
along the lines that have been forced upon the members of this com- 
mission. Now, are we just going to have a war policies commis- 
sion and when the end of it comes just have it say “ Well, we got 
along pretty well in the late war; you can not do much about any- 
thing and we have talked of this thing and we are just about going 
along in the future as we have in the past.” Possibly you will do 
that, but when you do it I want the whole country to know that this 
resolution amounted to exactly nothing. 

Secretary HurLey. Well, do not you want the country to know also 
that you were not able to suggest any way out of it but by bringing 
about absolute chaos? 

Mr. Jonnston. Oh, no; I do not say that. 

Secretary HurLeY. With the destruction of our present system of 
government; in deep water which you say you have not fathomed, 
but which you say you want some one else to fathom? 

Mr. Jounston. Oh, no. 

Secretary HurLey. Is not that about where you have come to? 

Mr. JouHnston. You are bringing in this element of chaos. I am 
saying I think we would get through with this, but I think if the 
country had to face anything so drastically dramatic as I have ven- 
tured to suggest, they would not only think twice but many times 
before they moved or let the servants of the people move in the 
direction of another war. 

Secretary HurLeY. And you would like to appeal to their fear, 
rather than their reason? 

_ Mr. Jounston. Well, I would not call that fear; I would call 
it 


Secretary HURLEY. Something so drastic that you would frighten 
them away, in place of something so reasonable that it would with- 
hold them from unreasonable conduct ? 

Mr. Jonunston. Well, I would like for the commission to come out 
and say to the people of the United States, “ We did not do Ena 
thing about this; because you could not do anything about it. e 
Want to recommend to you something that is nice and smooth, and 
does not really mean anvthing different from anything that we have 
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ever done before. And, having done that, we have performed our 
mission to promote peace and equalize the burdens of war. and to 
eliminate the profits of war.” would like for you gentlemen to 
come right out frankly and say, “A job was wished on us which was 
impossible, and after we had heard a lot of talk about it, much of it 
extremelv foolish, we want to be perfectly frank about it and say 
you can not do anything about it. and so just let things ride until 
the next war comes.” I may say this: You think that I am trying 
to destroy the country. I think the country would be in a better 
shape to meet the next emergency, if you will leave its brains as free 
to meet it as they were the last time. I think we did pretty well 
the last time and I think we did so, let me say, through the actions 
of men like Mr. Baruch; because their minds had not been paralyzed 
by an incubus of military plans and operations which practically had 
turned the country into a lot of goose steppers. Now the American 
brain, as well as the American body, functioned about 65 or 70 per 
cent good during the late war, and I do not think it will ever function 
any better. 
ecretary HurLeY. Thank you very much, 

Mr. Jounston. Thank you very much, Mr. Secretary; and I am 
sorry if I have seemed to ie discourteous. I ask you to reread what 
I say and if you still think then that I have been so, I shall be awfully 
glad to talk it out with you. 

Secretary HurLeY. Thank you very much; but it won't be neces- 
sary. I do not care what you say, so I have a right to reply. 

Mr. Jounston. Absolutely. 

Secretary HurLeY. And I have no desire to change anything you 
have said in the record. 

Mr. Jounston. And I entirely respect the indignation with which 
you spoke when you thought I Wad misinterpreted you. 

Secretary HurLeY. The next witness is Mr. Walter S. Gifford. 
May I ask you before you begin, Mr. Gifford, your address? 


STATEMENT OF WALTER S. GIFFORD, PRESIDENT OF THE 
AMERICAN TELEPHONE & TELEGRAPH CO. 


Mr. Girrorp. No. 195 Broadway, New York. 

Secretary HurLeY. What is your occupation ? 

č Mr. Gırforb. President of the American Telephone & Telegraph 
‘0. 

Secretary HurLeY. You may proceed, Mr. Gifford. 

Mr. Girrorp. During the war I was director of the Council of 
National Defense from its inception in December, 1916, up to Novem- 
ber, 1918, and prior to that was in charge of the inventory taken 
under the auspices of the Committee on Industrial preparedness of 
the Navy Consulting Board. That was in the earlv part of 1916. 

What I have to say, for what it is worth to this commission, is 
based largely on my personal experience and judgment growing 
out of that experience. 

First, on the question of equalizing the burdens of war—and per- 
haps I should couple with that a second one, taking the profit out 
of war—there have been a number of suggestions made before this 
commission. I have read some of them; perhaps not all. Perhaps 
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the most complete and detailed one is the suggestion of freezing 
prices. of having a commission established by law at this time that 
will become effective at the outbreak of war and authorize and direct 
the President to put into effect a freezing of prices of all com- 
modities, retail and wholesale, throughout the country. Upon the © 
face of it that is a rather appealing suggestion. 

First, however, 1 would like to analyze whether it would accom- 
plish the purpose, which is either to equalize the burdens of war or 
to take the profits out of war. My own personal opinion is it would 
not; fixing prices does not equalize profits and does not necessarily 
take profits out of war. It is obvious that quantity is a most impor- 
tant factor; if a man produces more of the same thing, it might 
materially and extraordinarily increase his profits, although the price 
reniained the same. It is also obvious if prices generally rose and we 
have what we call inflation that an increase in prices or wages does 
not necessarily mean any increase in purchasing power, any increase 
in real wages on the part of the worker; it does not necessarily mean 
he buys so very much more. So I am not at all convinced it will 
substantially achieve the object which you are studying here, which 
is either to equalize the burdens of war or to take the profits out of 
war. 

But even if it should, even if I am wrong on that, it is my view, 
based on my experience, that any fixed, rigid, legal set-up at this 
time, in advance of an emergency, the nature of which we do not 
know at this time, would be a mistake—for two reasons: One, that 
we do not know exactly the emergency we would face, and the second 
one that the legalistic fixing of prices would, I believe—that is, a 
bureaucratic organization set up immediately upon the outbreak of 
war—interfere very seriously with the thing that was the outstanding 
characteristic of the last war we had, namely, the voluntary action 
on the part of thousands of intelligent citizens of the country to put 
their brains and efforts at the disposal of the Government and to 
work out, as best they could, what ought to be done. I am frank to 
say, looking back on it, that nobody knew, back in March and April, 
1917, just what we did need to run the war. Now you say, “ We have 
the experience of the late war; therefore we will know in the next 
war.” But the next war may be quite a different type of war and 
the experience of the past may not apply. I am going to be as brief 
as I can, but I want to get that idea over, because I think it is 
important. 

The Council of National Defense was formed by Congress in 1916. 
It consisted of six Cabinet officers and seven civilians, that is. it 
had an advisory committee which consisted of seven civilians ap- 
pointed by the President, who served in an advisory capacity to 
the Council of National Defense. We did not do a perfect job by 
a long shot in those days; but, fundamentally, looking back on it, the 
difficulty with our job was not with the organization of the Advisory 
Commission, or the organization of the Council of National Detense, 
but with the lack of advanced planning on the part of the: War 
Department. We struggled for months, as everyone now knows, 
trying to find out what was needed to run the war. We never 
found out until many months after we were in the war. 

Now that, I understand, is very largely being corrected, it not 
totally corrected, under legislation passed since the war, under 
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which the Secretary of War and the Assistant Secretary of War 
are making plans of the requirements of the War Department and 
of the Army in case of an emergency. Had we had that before us 
in 1917 the progress we could have made would have been tremen- 
dously more rapid than it was. The duty of this Advisory Com- 
mission and the council—there were a number of duties enumerated, 
but the principal duty was the * creation of relations which will ren- 
der possible in time of need the immediate concentration and 
utilization of the resources of the Nation.” That sounds like glit- 
tering generalities, but it did not prove to be so in fact. The duty 
was to create relations which will render possible in time of need 
the inimediate concentration and utilization of the resources of the 
Nation. That duty enabled us to go forward, forming not a hun- 
dred but hundreds of committees, and in the annual report of the 
council there were 30 pages listing committees and members of com- 
miteees—thousands of people. And not only in connection with 
war industries, because you must remember the industrial end of 
this problem is only one part of it, and we must not overlook, I 
think, the other phases in mobilizing a country for war. We had 
to have State councils of defense organized in each State, so as 
to decentralize the enthusiasm and efforts of the people who wished 
to help and did help, by keeping up the morale of the local com- 
munities. Those State councils of defense must head in somewhere, 
to some organization in Washington, and they headed into the 
Council of National Defense. There were a few that were not, 
but by far the majority of the war activities finally undertaken 
were planned by the Council of Defense and Advisory Commission, 
where we got the advice, the help, conferences and discussions with 
men we thought knew the most about the particular subject in the 
country. They came willingly to Washington; they served on com- 
mittees, and everything from Food Administration on to Fuel Ad- 
ministration, the War Industries Board, and on through the list of 
most of the war activities that became independent of the council 
before the war was over, were formulated, planned, and started in 
the Council of National Defense to meet the particular problem 
that we had in this particular emergency. How could you have 
formed them some years in advance; how could you have known 
what ones were needed in advance with certainty? Frankly, I do 
not know. I do not believe it could be done. 

That coming together of voluntary effort by intelligent people of 
the country, expert in their particular lines, whether they be medical, 
or labor, or war industry, or women's work during the war, and so 
on through the myriad number of activities; the bringing together 
of those minds enabled us very rapidly to work out the war program 
which crvstalized so that by something like a year after we were in 
the war, many of these organizations, such as the War Industries 
Board. stepped out from under the council and became independent 
organizations with executive authority from the President. That 
put Ae into what were previously merely advisory committees, if 
vou like. 
` I should think anything that we did at this time that would shut 
off, even tend to shut off, this meeting of the best minds in the coun- 
try on the problem, would be something we ought to do with a great 
deal of trepidation and look at with a good deal of concern. Possi- 
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bly the freezing of prices would work, but 1t starts off right away 
with the iron hand of the Government over the civilian population. 
Even in the late war, we did not begin to fix prices except of a rela- 
tively handful of things, compared to the number of things from 
tooth paste up, that there are in our country. Prices of all sorts of 
things would de frozen if we froze all prices. 

So that suggestion does not appeal to me as equalizing the burdens 
of war materially, or as taking the profits out of war materially, and 
it does appeal to me as a somewhat uncertain and possibly dangerous 
experiment to put it on the statute books. 

Then, with all due deference to my friend Mr. Baruch, who I 
think has presented his plan in a most complete manner, my sug- 
gestion, in so far as I have any on taking the profits out of war and 
equalizing the burdens, would lie along the line of taxation. I see 
no reason, and I have discussed it with some tax experts—it is a 
difficult thing to do, but all of these are difficult things to do—I see 
no reason why you can not tax all the profits out of war, excess 
profits so called, or more than the normal peace-time profits, if you 
want to. It may not be expedient to do it; 1t may be, when the time 
comes for you to do that, you can not finance your war. I do not 
know. But my thought is that taxation is the most practical way to 
take the profits out of war. You have an income-tax return of the 
individuals filed before the war and you can decide they shall not 
receive any more income than in the year, two years, or three years 
before the war. The same is true with corporations. If that seems 
the wise thing to do, you can take all excess away from them. I am 
not sure it wouldn’t be a good thing to do, unless it interfered with 
financing the war. 

Senator Rosrnson. That would be in a sense the freezing of 
incomes, would it not? 

Mr. Grrrorp. In a sense; except at this time I would not put that 
on the statute books. That is the int I am making. It may be 
we would want to freeze prices; but my point is at this time I 
would not put that on the statute books for reasons which I will 
mention a little later. 

There is another thing about freezing prices which I do not think 
I mentioned but which was on my aid to mention. I do not know 
whether you can finance a war without inflation. We never have 
financed a war without inflation, and perhaps we can not. When we 
get into war, if we are unfortunate enough ever to get into one, we 
want to win the war, and we do not want to put something in the 
way of winning the war. But if we consider the direct points in 
this commission’s instructions from Congress I think they can be 
accomplished, to the extent and degree it is practical to do it, by 
taxation when the time comes. I would go a little further than that 
suggestion; I would suggest that this commission might very well 
express, in a resolution, or recommend the expression in a reso- 
lution of Congress, that it shall be the purpose of this country 
in case of another war to take the profits out of war and, in 
so far as possible, equalize the burdens of war. Perhaps had that 
been expressed before us in the Council of National Defense and 
Advisory Commission before we entered the late war I think some- 
what more attention would have been paid to it. We had plenty to 
do as it was, but I do not recall directing particular attention on the 
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part of this particular group to the question of trying to equalize 
the burdens, or the question of trying to take the profits out of war. 
We were engaged in trying to get production and getting the sup- 

lies the Army needed and to organize satisfactorily the Conte of 

efense and all these myriad of committees that had to work on 
the different lines of endeavor in order that the whole picture of 
carrying on the war could be carried out. So I believe it would be a 
practical thing and would be a useful thing to express, if it is a 
proper thing to do—1 think General MacArthur’s memorandum sug- 
gested something of the sort. so I presume, perhaps, it was proper— 
to have Congress express, somehow, that it is the policy of this 
Government that we shall do evervthing possible to equalize the 
burdens of war and to take the profits out of war, if we should ever 
be so unfortunate as to ever get into war. 

Now it has been ol if you take the profits out of war, it 
will make a war less likely. I can argue perfectly sincerely both 
sides of that question. Even if there are excess profits in a war, there 
are relatively few men who are going to make them; therefore, why 
should the mass of the people want to go into war to make a few 
men rich. So I should think they might say they do not want to 
go to war, because 1t would make a few men rich. On the other 

and, if you fixed it as the gentleman who preceded me suggested. 
so that nobody got more than $30 a month, why we might all say, 
“ Well, we are all in the same boat; nobody is going to profit out 
of this war any more than I am; we can all go in.” You can argue 
both wavs. I do not think there is much real argument to be made 
in favor of one or the other; I think they pretty well balance off. 

Now as to the equalizing of the burdens of war, I have not the 
facts on this, except in a very general way such as we all have, but 
J] wonder if we are not engaged now in equalizing the burdens of 
the past war? A good deal has been said about munitions workers 
who got high wages during the war. Of course, nobody can equal- 
ize the burden brought on by death, or horrible disfigurement. or 
disablement; there is no use talking about that. If a man is shot 
in war, you can not equalize that burden. So that is the end of that. 
But about the munitions worker. when the war is over, he is through. 
He may have got higher wages during the war than the fellow in 
the Army got, but there are still payments being made to the men 
and the families of the men who were in the war and I assume they 
will continue. There have been in past wars, and so in this late 
one, payments made not only by the Federal Government, but pay- 
ments made by the States and cities, substantial payments—not only 
to the veterans. but to the families of veterans; not only to disabled 
veterans, but to the families of able veterans who are in need and 
distress. No such solicitation and attempt to help out is being made 
for the munitions workers. 

I simply mention that as a possible line, if the commission wanted 
to take it. of investigating to what extent, if any, there are now 
unequal burdens in war beyond the unequal burden of being drafted, 
sent to the front, and perhaps shot. I know of no way to equalize 
that burden. 

So far, I seem onlv to have suggested that we have a resolution bv 
Congress declaring the policy and that we rely on taxation to take 
out war profits when the time comes. Now, as a further snggestion 
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as to any war policies that might be adopted at this time, I have 
this one to make. General MacArthur suggested a director of war 
industries—I think that was the name—should be appointed by the 
President to direct war industries. Mr. Baruch’s suggestion went 
toward a still more drastic action at this time than General Mac- 
Arthur. We still have on the statute books this very interesting 
piece of legislation—the Council of National Defense. I am not 
going to read it; if you want, I will put it in the record—or, perhaps, 
it is already in the record, Mr. Chairman—but it provides for six 
Cabinet officers to be members, and the chairman of the Council of 
Defense is the Secretary of War. It provides, also, for seven civil- 
ians, and in the past war those seven civilians were Mr. Daniel 
Willard, Mr. Howard Coffin, Mr. Baruch, Mr. Rosenwald, Samuel 
Gompers, Dr. Hollis Godfrey, and Dr. Franklin Martin. Under 
that act the Advisory Commission and the council itself are author- 
ized by law to appoint subordinate bodies to assist them in working 
out this main objective—the creation of relations that will render 
possible the immediate concentration and utilization of the resources 
of the Nation. And it was under that authority for appointing sub- 
ordinate bodies that this myriad of subordinate committees was 
appointed. Those that were found useful were strengthened and 
finally turned over in their proper place in the picture of the war 
organization to function with more authority than perhaps they 
had as subordinate bodies of the council. 

Now would it not be a practical thing, as that is now on the statute 
books, to have the President appoint seven advisory commissioners— 
men whom we would like to call on if we got into an emergency at 
any time. I do not personally believe in a peace-time organization 
to sit around and do nothing. There has been no money appro- 
priated by Congress and I am not sure I should recommend that 
any money be appropriated by Congress, but it seems to me you 
might appoint seven advisory commissioners, have them meet once, 
twice, or three times a year with the council, the chairman of which 
is the Secretary of War; have them men who are sufficiently publicly 
spirited to be willing to read up on what we learned and what we 
know about the past war, if they were not actually in it themselves; 
have them keep in touch and be willing to read and comment on, to 
the Secretary of War, the program of the War Department looking 
to the procurement of supplies and mobilization of their end of the 
industrial work in case of war. Then you have got your nucleus of 
civilians who have not been working on specific plans, because there 
is nothing to work on at the moment. we will say, but who are 
familiar with the broad problem—which most of us are not: but if 
we had that kind of commission, I think most men appointed to it 
would consider they ought to be familiar with what was done in 
the past war; what is being done to-day, and who can give such 
advice as the Secretary of War and counci! of defense might want, 
which might be little, or none, or much; but they would be all picked 
in advance of the emergency and available in case of an emervency. 

So, briefly, the only suggestions I have to make are that we pass 
some sort of resolution declaring the policy of this country to be to 
equalize the burdens of war and take the profits out of war. That 
we would have in mind taxation as the best method of taking the 
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profits out of war and that, as a peace-time measure, we revive the 
council of defense, and so far as I am concerned, I would say with- 
out appropriation—simply appointing these gentlemen to the honor- 
ary position, but on the assumption they would familiarize them- 
selves both with what is before this commission, what is in the re- 
ports of the council of defense, what the history of the past war was, 
and what the War Department’s program is, against the next 
emergency. 

That is all I have to suggest. 

Senator Rospinson. Mr. Gifford, what, in your opinion, would be 
the advantage of passing a mere resolution declaring a policy with 
respect to war profits? 

Mr. Girrorp. I think that to meet some of the objections that 
some people have—and they may be right about it—that we are 
possibly influenced, some parts of the community are influenced—I 
do not think so, but some people believe it—in wanting to get into 
a war on the theory we could make a lot of moneyat we did. I 
think notice that every effort is going to be made, when the time 
comes, to prevent that, would be something quite tangible, although 
it may seem intangible. 

Senator Robinson. Would not that argue conclusively for the 
necessity of a statute, rather than a mere resolution of policy ? 

Mr. Girrorp. I do not know. I got the idea of a resolution from 
General MacArthur. He said something of that sort, as I remember 
it, in his testimony. 

Senator Rosrnson. Of course, your suggestion that what is best 
to be done can best be done when the emergency arises, prompts the 
suggestion that the Government might want or wish to invoke an 
entirely different remedy. 

Mr. Gurrorp. You mean at this time? 

Senator Ropinson. The mere declaration of a policy by one Con- 
gress, for instance, would not bind future Congresses, of course. 

Mr. Girrorp. No. But, Senator, suppose the act of the Council 
of National Defense—this is what I had in mind, really; I do not 
know that I would recommend trying to amend the act—suppose the 
act, instead of saying, among other things that it does, that the 
council is to mobilize resources and a long list of things it is to 
do, it had another paragraph in the act saying this council of six 
Cabinet officers and seven advisory commissioners, in their recom- 
mendations that they make at the time of the emergency, shall 
take into consideration that they should in every possible way 
equalize the burdens of war and take the profits out of war in 
every way possible consistent with the efficient carrying out of the 
war—l think if it had been in there, it would have been a practical, 
effective thing at that time. 

Senator Rosinson. That is a quite different suggestion, however, 
from the proposal to declare in peace time a policy which would be 
subject to change at any time, either in peace or in war. 

Mr. Girrorp. I think my second suggestion is better than the other. 

Senator Rosrnson. I think so myself. But, in a measure, that is a 
recognition of the principle of a related principle to that which 
underlies price freezing, is it not? The object of price freezing, of 
course, is to prevent excessive profits? 
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Mr. Girrorp. That is true. My view is it won't do it. I may be 
wrong, but my view is it won’t do it. 

Senator RoBinson. How would you determine the regulation of 
profits as a practical proposition in case of war? 

Mr. Girrorp. I think, Senator, it might be determined on the basis 
of the past three years’ profits, provided we did not have quite such 
ubnormal conditions as we have now. That is why the matter of 
determining in advance is a very difficult one. I mean, when we get 
into war, we can not change the entire economic system overnight 
and win the war; we want to function as normally as possible; we 
do not want excess profits made, but we want to function as normally 
as possible, and want more, rather than less, production. Now, if you 
happen to freeze prices or to freeze profits on the basis of business 
that is running in red ink, as many are to-day, you might not be 
able to get any production at all; because no matter how much you 
might wish to do something, you can not pay labor unless they have 
something to pay it with in the industry. I have a case in mind. 
After the outbreak of the late war, or perhaps before that, when we 
broke off relations with Germany, the copper producers sold 40,- 
000,000 pounds of copper to the Government at 1624 cents a pound. 
The market price was about 33 cents a pound. On the face of it, that 
sounded like a splendid thing to do—* let us all do likewise.” But 
the fact is we wanted more copper produced, rather than less, and if 
you fixed the price, say, at 1624 cents for the copper industry, and the 
same with all other industries, you would have a reduced output of 
copper, and so, even when the Government later fixed the price of 
copper, they fixed it higher than 16% cents a pound. They fixed it 
somewhere in the twenties; I have forgotten just what it was. So if 
you fix the price on profits at a particular time, when the country 
was not going along in a normal period of industrial prosperity, it 
might be rather disastrous. Those are the reasons I think it is rather 
difficult to plan in advance, with a fixed rule on the statute books, 
what you are going to do. 

Senator Ropinson. As I understand you, in your argument you 
recognize the necessity for reasonable profits in production ? 

Mr. Girrorp. Yes, sir. 

Senator RoBINSON. Even during a war? 

Mr. Girrorp. Yes, sir. I think we must upset the normal indus- 
trial organization as little as possible, bearing in mind all the time 
what we are trying to do is to win the war, primarily and, seconda- 
rily i win it with as little unequal distribution of the hardships as 
possible. 

Senator RoBinsoN. Have you given any thought to the proposal 
for 5 referendum on the subject of whether the country shall go into 
war 

Mr. Girrorp. Perhaps not very profound thought; but I do not 
think it would mean anything. think this country has never 
gone to war when a referendum would not overwhelmingly have 
been in favor of it, and I think it presupposes that we are going 
into something other than a defensive war. Because if we are going 
into a defensive war, I do not see how you can stop and wait to 
vote on it. 
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Senator Ropinson. The proposal has been made from at least one 
source and perhaps from other sources that the Constitution be so 
amended as to prevent warfare outside of the territory or territorial 
waters of the United States, except following a referendum in which 
the people shall vote in favor of the war. Have you given any 
thought to that particular form of referendum, Mr. Gifford ! 

Mr. Girrorv. Well, I should think, Senator, it would be ve 
unfortunate; because if a majority in favor of war were small 
and we went by majority vote, or even if it were a two-thirds vote, 
we would enter the war with a disunited country instead of a united 
one. I think that is a very serious matter. Again, if we go into 
war, we have to win it, and I think the great thing in the late war 
was, after all, the unanimity of purpose—there were only a few 
rather fanatics—and there were very few conscientious objectors, 
and that sort. Outside of that, we had pretty near 100 per cent in 
favor of seeing this war through. 

Senator Ronixson. Of course the theory underlying the last form 
of proposed referendum is that the people would never vote to en- 
gage in a foreign war—a war on foreign territory; the theory under- 
lving it is that it would be a practical and effective means of pre- 
venting what might be termed “ foreign wars.” 

Mr. Girrorp. I do not think the theory is sound. I think we would 
lave voted to send the people to France just the same the last time. 
That is my impression, having been through it. I think with a refer- 
endum we would end up with a divided country, because some had 
voted against it bitterly and some had voted for it bitterly. This is a 
representative Government and I think we have to trust our repre- 
sentatives to do the right thing; and I think they do in the long run. 

Senator Ronrnson. And some others? 

Mr. Girrorp. In the long run; always in the long run, Senator. 
[ Laughter. | 

Mr. CoLLins. Do you make that all-inclusive? 

Mr. Girrorp. If you make the run long enough. [Laughter.] 

Mr. CoLrLixs. What do vou mean by taking the profits out of war? 

Mr. Girrorp. I mean taking abnormal profits. 

Mr. CoLLixs. Taking those profits over and above the profits which 
were made prior to the war? Is that what you mean? 

Mr. Girrorp. No; not exactly. I do not know that I can be mathe- 
matically accurate, but take all profits bevond those necessary to 
carry on industry effectively for the war. Now, had we gone into a 
war immediately after the end of 1928, I am not at all sure it would 
have been fair to base the profits that a company would be entitled 
to on the large profits they were making in 1928; neither do I think 
it would be a sound thing to do, if we went into a war in 1931—I do 
not think it would work—to base the profits on the red ink figures 
some companies have shown in the past vear. That is why I say you 
can not determine that in advance. But my intention is only to allow 
enough to keep the wheels turning satisfactorily. 

Mr. CoLLIxs. In other words, you think the expression “taking 
the profits out of war.” is almost undefinable ? 

Mr. Girrorp. No; I do not mean to say that. I mean to say you 
have graduated income taxes during a war and you have various 
methods of taking excess profits, or unusually large profits, away. 
I think it is definable when you come to the concrete question. 
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Mr. CoLLins. Now, when you start to passing tax laws to take the 
profits out of war, what would you figure on as normal profits that 
would not be touched by these laws? 

Mr. Girrorp. Well, I do not know that I can tell you the exact 
definition of normal profits, unless I had the specific question put 
up at a specific time. 

Mr. CoLLiNs. Well, let us go a little further. Then you would 
have this commission adopt a resolution and then ask Congress to 
pass it, the purpose of miel would be to take the profits out of 
war, and then we would have a resolution that nobody on earth could 
understand the meaning of? 

Mr. Girrorp. I do not think it would work perfectly. Very few 
things do. 

Mr. CoLLiNs. It is just a lot of * bull,” is it not? 

Mr. GIFFORD. I think not. 

Mr. CoLLixs. That is all it is. Your proposal does not mean any- 
thing. It is a gesture and as far as a resolution is concerned we 
have a resolution here which expresses the will of Congress to take 
the profits out of war and we are faced with some proposals now 
and you are coming in here and asking us to reenact this resolution, 
which does not mean anything. That is the way I understand it. 
If I do not understand it, I wish you would set me right. 

Mr. Girrorp. 1 think I have suggested that what r thought we 
ought to do is to pS a proper tax law when the time came that 
would take all profits out of war to whatever extent the committee 
sitting in authority on that thought proper to do. 

Mr. Couns. Would you be tra for Congress to pass a law 
taking all profit that may be made by business during a war? 

Mr. Grirrorp. Taking all profit ? 

Mr. Coins. All profit. 

Mr. Girrorp. It would not work, 

Mr. CoLLins. It would not work? 

Mr. Girrorp. I would be willing if it would work, but it would 
not work. If you can not make profits, you can not get capital; you 
can not get labor. | 

Mr. CoLLins. Would you be willing to have the Congress put up 
to the people of the United States an amendment to the Constitution 

iving the Congress the right to take all profits out of war of all 
C S and then leave it up to Congress, after the war had 
been declared, to pass such statutes as they thought were reasonable ? 

Mr. Girrorp. I am not a lawyer, but I would not assume it was 
necessary to amend the Constitution to do that. 

Mr. CoLLins. Well; I hope you are right about it, but I seriously 
doubt, as a constitutional question, that you are. I hope I am wrong 
about it, but I doubt it. If we should undertake to pass, or should 

ass, a law to take all the profits that were made by a corporation, 
1t is my idea that perhaps that might conflict with the Fifth Amend- 
ment to the Constitution; because while we may not be charged 
with the actual taking of the property, we are virtuallv doing the 
same thing when we take all of the profits. So I do not know 
whether we could get anywhere without a constitutional amendment 
or not and, therefore, I am asking you if you would be willing to 
have Congress pass a constitutional amendment, submit it to the 
States, the language being to give Congress the right to take all the 
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profits out of war, so that there would be no doubt about the power, 
if they wanted to do it. 

Mr. Girrorp. Well apparently you and I have not determined 
what we mean by taking all the profits out of war. You say I do 
not know, and I am afraid you do not. 

Mr. Coutuins. I understand that. I am meaning one thing; you 
are meaning another. 

Mr. Girrorp. So I can not answer your question. I do not like 
o advocate amending the Constitution about something I do not 

now. 

Mr. CoLLins. Would you be willing to have Congress pass a con- 
stitutional amendment, to be submitted to the States, which would 
provide that the Federal Government could take the use of private 
propertv without compensation ? 

Mr. Girrorp. No, I should not, because I think, again, it would 
not be aiding in the winning of a war, if we were in one. 

Mr. CoLrins. It would then be up to the Congress to pass such laws 
as it saw fit. It would not necessarily have to pass them, but it 
would merely give them the right to pass such laws. 

Mr. Girrorp. I do not see the need of such a law. Therefore, I 
could not be in favor of it. 

Mr. Coxs. Are you a reserve officer? 

Mr. Girrorp. No. 

Mr. CoLLixs. That is all. 

Secretary Hurtey. Thank you very much, Mr. Gifford. 

Mr. Girrorp. Thank you, Mr. Chairman. 

(Submitted for the record by Mr. Walter S. Gifford :) 


Sec. 2, That a council of national defense is hereby established for the coor- 
dination of industries and resources for the national security and welfare. to 
consist of the Secretary of War, the Secretary of the Navy, the Secretary of 
the Interior. the Secretary of Agriculture, the Secretary of Commerce, and the 
Secretary of Labor. l 

That the council of national defense shall nominate to the President, and the 
President shall appoint, an advisory commission, consisting of not more than 
seven persons, each of whom shall have special knowledge of some industry, 
public utility, or the development of some natural resource, or be otherwise 
specially qualified, in the opinion of the council, for the performance of the 
duties hereinafter provided. The members of the advisory commission shall 
serve without compensation, but shall be allowed actual expenses of travel 
and subsistence when attending meetings of the commission or engaged in 
investigations pertaining to its activities. The advisory commission shall hold 
such meetings as shall be called by the council or be provided by the rules and 
regulations adopted by the council for the conduct of its'work. 

That it shall be the duty of the council of national defense to supervise and 
direct investigations and make recommendations to the President and the heads 
of executive departments as to the location of railroads with reference te the 
frontier of the United States, so as to render possible expeditious concentration 
of troops and supplies to points of defense: the coordination of military, indus- 
trial, and commercial purposes in the location of extensive highways and branch 
lines of railroad; the utilization of waterways; the mobilization of military and 
naval resources for defense; the increase of domestic production of articles and 
materials essential to the support of armies and of the people during the inter- 
ruption of foreign commerce; the development of seagoing transportation; data 
as to amounts, location, method, and means of production, and availability of 
military supplies; the giving of information to producers and manufacturers as 
to the class of supplies needed by the military and other services of the Govern- 
ment, the requirements relating thereto, and the creation of relations which 
will render possible in time of need the immediate concentration and utilization 
of the resources of the Nation. 
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That the council of national defense shall adopt rules and regulations for the 
conduct of its work, which rules and regulations shall be subject to the approval 
of the President, and shall provide for the work of the advisory commission, to 
the end that the special knowledge of such commission may be developed by 
suitable investigation, research, and inquiry and made available in conference 
and report for the use of the council; and the council may organize subordinate 
bodies for its assistance in special investigations, either by the employment of 
experts or by the creation of committees of specially qualified persons to serve 
without compensation, but to direct the investigations of experts so employed. 

That the sum of $200,000, or so much thereof as may be necessary, is hereby 
appropriated, out of any money in the Treasury not otherwise appropriated, 
to be immediately available for experimental work and investigations under- 
taken by the council, by the advisory commission, or subordinate bodies, for 
the employment of a director, expert and clerical expenses and supplies, and 
for the necessary expenses of members of the advisory commission or sub- 
ordinate bodies going to und attending meetings of the commission or subordi- 
nate bodies. Reports shall be submitted by all subordinate bodies and by the 
advisory commission to the council, and from time to time the council shall 
report to the President or to the heads of executive departments upon special 
inquiries or subjects appropriate thereto, and an annual report to the Congress 
shall be submitted through the President, including as full a statement of the 
activities of the council and the agencies subordinate to it as is consistent 
with the public interest, including an itemized account of the expenditures 
made by the council or authorized by it in as full detail as the public interest 
will permit: Provided, however, That when deemed proper the President may 
authorize, in amounts stipulated by him, unvouchered expenditures and report 
the gross sum so authorized not itemized. 


Secretary HurLeY. The next witness is Mr. J. Leonard Replogle, 
of New York. Mr. Replogle was director of steel supplies for the 
War Industries Board of the Council of National Defense in the 
World War, and is a member of the American Iron and Steel Inst1- 
tute and the Army Ordnance Association. 


STATEMENT OF J. LEONARD REPLOGLE, OF NEW YORK CITY, N. Y. 


Mr. RerLocLE. Mr. Chairman and gentlemen of the commission, if 
I am qualified to give your commission any information of value, it 
would be more particularly in regard to that ortion of joint reso- 
lution 98, in reference to “removing the profits of war,” and the 
mobilization of the steel industry in event of another war. 

Next to our paramount duty of supplying the fighting forces of 
our own and allied Governments with the materials when, where, 
and as they needed them, nothing received so much study and atten- 
tion during the Great War as our efforts to prevent excessive war 

rofits. 

This was particularly difficult in steel, on account of the wide 
diversity of products and the almost unbelievable wide variations 
of costs. The costs of highly integrated companies, owning their 
own ore and coal mines, lake vessels, railroads, and so forth, were 
naturally materially lower than the less integrated competitors whose 
products were just as essential to our war program, but who started 
at an intermediate stage, probably without raw materials and blast 
furnaces, and were thus compelled to buy their pig iron in the open 
market. 

The “ cost-plus ” system was advocated by many, but we opposed 
that, as it obviously penalized efficiency and rewarded inefficiency, 
resulting in a tendency to pad costs as, under this system, the higher 
the costs, the higher would be the margin of profit to the producer. 
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Steel prices had risen to heights never known before, and we 
finally presented to the steel manufacturers, at a conference here 
in Washington, a schedule of prices which, although some of them 
felt were SUN too radically, were finally accepted and adopted 
as submitted. Ship plates, for instance, so badly needed in our 
war program, were reduced from $360 per ton to $65; projectile 
steel, of which we were making millions of tons, was reduced from 
$400 per ton to $70. Similar reductions were made in all lines 
of steel products, which resulted in a saving to the United States 
and allied governments of about $2.000.000,000. There was no proc- 
ess of law compelling this, and it was entirely a cooperative and 
voluntary action on the part of the steel manufacturers, for which 
they deserve great credit. 

In event of another war I think prices of all war necessities 
should be frozen as of the date of declaration of war and after 
prices are fixed on a fair and reasonable basis, by a price-fixing 
commission which would report directly to the President of the 
United States, these prices should be retroactive and go into effect 
as of the date of the declaration of war. Prices should be fixed 
which would give the high-cost producer an average peace-time 

profit, if possible, and the larger profits of the highly integrated 
low-cost producer can be taken from him by a heavy excess-protit 
tax, possibly 85 to 90 per cent. 

In the unfortunate event of another war, its issue will finally 
be largely determined, as in the past, by man power and “ weight 
of metal” Steel must be provided for ships, guns, shells. tanks, 
alrplanes, trucks, cantonments, barbed wire for entanglements, loco- 
motives, cars and rails for transportation, and for practically every- 
thing used for offensive and defensive warfare. The United States 
is particularly well equipped in this respect, having approximately 
half the steel productive capacity of the entire world. 

The prompt mobilization of this great industry in war time is of 
the greatest importance, as it is no easy task to divert our great steel 
plants from a peace-time to a war-time basis. To illustrate: There 
are few plants designed for the manufacture of projectile steel, the 
tonnage of which as produced in peace time being an insignificant 
amount but in war time assumes tremendous proportions. 

In the World War we were producing projectile steel at the rate 
of 4.000.000 tons annually. This steel was largely produced in rail. 
structural and bar mills, “designed for other products, and the rapid 
conversion of these mills should be studied in peace time so that 
these changes can be made with the minimum of time and expense. 
Some of these plants are limited to 75 millimeter, or 3-inch shells. 
while others can be adopted for 155 millimeter, or 6-inch shells. 
The forging and finishing of these shells should be done at near-by 
plants, thus eliminating unnecessary transportation and delay in 
shipment. 

During the World War a large order of 155 millimeter shells was 
placed by one of the Allied Governments, the steel for which was 
rolled at Buffalo. then shipped to Cincinnati for forging, then back 
to Buffalo for machining, then to Pittsbugh for finishing and filling, 
and finally to New York for shipment abroad. 

Steel for the Hog Island and other eastern shipyards was rolled 
at Bethlehem and other eastern mills and then shipped to Chicago, 


WAR POLICIES COMMISSION 789 


Omaha, Duluth, and other western points for fabrication and finally 
returned to the Philadelphia and other eastern shipyards. This 
almost caused a breakdown of our transportation systems and 
sertously affected our ship production in the early stages of the war. 
Many of these mistakes were corrected, but these matters should be 
studied in advance so as to prevent the serious delays in times of 
stress. 

Some established board such as this, or a committee working under 
it, should make, say, an annual study of plants best adapted for 
each war product and formulate plans so that if war comes these 
matters will be handled with the maximum efficiency. For instance, 
it should be determined in advance where 6-inch shells can be rolled, 
forged, machined, and filled at one place in the most advantageous 
way and with the least time and expense. 

I have read with very great interest Mr. Baruch’s suggestions as 
to various problems now being considered by this commission. By 
virtue of his experience as chairman of the War Industries Board 
during the World War, which position he filled with such great 
efficiency, I do not think any man could be better qualified than he 
to formulate plans for industrial mobilization and the other impor- 
tant problems before you, and I am in entire accord with his 
recommendations. 

Mr. CoLLIiNs. Apparently you are not concerned with taking the 
profits of war? 

Mr. RerLocLkE. To begin with, I think there is a mistaken impres- 
sion as to the profits of war. In the steel industry, with which 1 
am more familiar than others, very few concerns, I believe, profited 
permanently by the war. There were many times during the war 
when we were short of various products, as for instance, ship plates. 
and at our request Mr. Farrell, of the United States Steel Corpora- 
tion, and Mr. Schwab, of the Bethlehem Steel Corporation, and 
others, spent millions of dollars of their company's money to increase 
the vital war necessities which were then beyond our power of pro- 
duction. And I think this is one of the things they are suffering 
from to-day—the overproduction of many of these products so that 
1t is impossible to get an adequate return. The Eastern Steel Co., 
which I think was mentioned in Chairman Colver's report the other 
day, in which he stated they had made a po of 300 per cent, or 
some such exorbitant amount, went into bankruptcy shortly after 
the war, and this plant, in which possibly $25,000,000 was invested, 
was sold for about $300,000 for scrap. Practically every merchant 
pig-iron producer in the East has failed to make any money during 
the last $ or 10 years, and many of them have defaulted on their 
bonds. By “merchant iron producer” I mean the producers who 
make pig iron for radiators, cast-iron pipe, and materials of that 
kind, to be sold to the foundries. You must differentiate between 
that and the steel makers whose product never gets into cold pig, 

but goes directly into steel from the blast furnaces. de ego 

This is largely due to conditions, more or less, of the tariff situa- 
tion. A large producer of that iron is in India, where the Tata 

Iron & Steel Co., of Calcutta, has about 50,000 employees. Forty 
thousand of them are men who receive so many rupees a day, the 
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equivalent of about 12 cents per day, and the balance are women 
who get about 8 cents a day. This is the competition they have to 
meet. 

Mr. CorLixs. That is about the tariff, now, you are talking? 

Mr. RepLocLE. Yes; but I am speaking about profits. I think there 
is a mistaken idea of exorbitant profits. I feel, as I have stated, 
that in the event of war prices should be frozen and a proper investi- 
gation made of the costs and a determination made of a proper peace- 
time profit, and that these prices should be retroactive as of the date 
of the declaration of war. 

Mr. Cottins. Do you think this commission ought to determine 
that? 

Mr. RerLoGLE. You mean determine as to the price? 

Mr. CoLLiNs. As to the peace-time profit—suitable peace-time 

rofit ? 
j Mr. RrPLocGLE. No; I do not think anyone can determine that in 
advance. Conditions change. 

Mr. CorLins. You think we ought to wait until we get in? 

Mr. RerLocLE. Yes; I do. I think it ought to be done. It has 
been done before and, all things considered, we have a high excess- 
profits tax for the larger earner. 1 do not think the profits of war 
in many cases have been excessive. 

Mr. Corus. And you think the American people have been de- 
ceived in their belief that there were large profits made during the 
war? 

Mr. RepPLocLE. There were large profits made during the war by 
some concerns. There were others which did not. I was president 
of the American Vanadium Co. during the war, and without any 
pressure at all we reduced the price of vanadium, which was used in 
airplanes, tanks, and so forth, to $1.78 per pound to the United States 
and allied Governments, despite the fact that vanadium had never 
before in its history sold under $5 per pound, and also despite the 
fact that we were offered $22 per pound for every pound that we 
could produce by Swedish interests, which was undoubtedly intended 
for German consumption. The Replogle Steel Co. at that time was 
compelled to buy its ores from Minnesota, about 1,500 miles away. 
and we actually lost $380,000 during the war. It is true that some 
of the highly integrated companies did make rather large profits, but 
when vou consider the excess-profits taxes taken from them the net 
was not as great as most people thought. I personally feel the 
excess-profits tax was too low, and that it should be very much 
higher in the event of war, so as to take all of the top from the high- 
profit producer. 

Mr. Corns. That is all. 

Senator RoBINsoN. Do you happen to recall about the aggregate 
amount of the excess-profits taxes colected by the Government while 
that law was in force? 

Mr. ReprLoGLE. I have seen those figures, Senator, but I have for- 
gotten them entirely. 

Secretary HurLeY. Thank you very much, Mr. Replogle. That 
concludes the witnesses for to-day. 

(The commission thereupon adjourned until to-morrow, Friday, 
May 22, 1931, at 2 o’clock p. m.) 
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The commission met at 2 o’clock p. m., May 22, Senate Office Build- 
ing, Washington, D. C., Hon. Joseph T. Robinson presiding. 
enator RoBinsoN. The Secretary of War has apprised the com- 
mission that he will be delayed a few moments and has requested me 
to call the commission to order and proceed with its business. The 
first witness will be Mr. Herbert Bayard Swope, editor of the World 
until 1929; war correspondent for the World with the German arm- 
les, 1914 to 1916; chairman of the American press delegation at the 
Paris Peace Conference; member of the international committee 
covering questions of publicity, appointed by the peace conference; 
assistant chairman and associate member of the War Industries 
Board; winner of two Columbia University prizes for public service 
while directing the World, and winner of a Columbia University 
award for “ most meritorious newspaper work.” We will be pleased 
to hear you, Mr. Swope. 


STATEMENT OF HERBERT B. SWOPE 


Mr. SworE. Gentlemen of the commission, mine is a brief outline 
which I have prepared in writing: 


This commission, in its study of the burdens of war, is as much concerned 
with the imponderables as it is with the more material things related to its 
survey. Clause IV of the joint resolution creating the commission is warrant 
for this belief. It reads: 

“To consider and report policies to be pursued in war.” A paraphrase of 
a distinguished witness appearing before this committee further covered this 
point when he said that the subject of the inquiry was to establish “a plan 
to mobilize effectively the resources of the Nation for war,” and morale is 
the greatest asset. 

Public opinion may not be directly concerned with the profits in war, but it 
is most intimately concerned with the loss of war, for absence of its support 
almost certainly will cause defeat. I here offer some suggestions with respect 
to major policy and a brief outline concerning administration. 


PRESS FREEDOM CEASES 


Just as other constitutional provisions are ignored in time of war, so, too, 
must there be an abridgment of free speech, free press, free assembly, and 
even free thought. In no other way can a nation save itself. The cost may 
be high, but if the country is worth saving then the cost is worth paying. As 
an individual has the supreme right to defend his life with any weapon and 
at any price, so a nation may employ the same method. The whole scheme of 
things does violence to our concepts, but then so does war. 

By inclination I favor tolerance, but war needs an iron hand, a single mind, 
and a complete accord in policy and purpose. At the last only public opinion 
can win a war or keep a victory. The proof of this is Germuny’s débâcle. 
Ludendorff complained bitterly that his military front remained impregnable 
long after what he called “the home front” had crumbled. ‘ Destruction of 
civic morale defeated Germany,” he said. 

Enlightened and informed public opinion in war is ideal, but the plan is 
dangerous. We must have a stencil. If we take the muzzles off the dogs of 
war, we must put the muzzles on the people and the press. 

In time of war the free play of public opinion, with its violent contradictions, 
its cross currents, its revelation of truths, must cease. Important as is liberty, 
life is more important. Public opinion must be conscribed and put to work on 
definite lines. It must be pressed into the service of winning the war; it must 
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not be permitted the disservice of seeking out scattered truths which, adding 
to confusion, become dangerous. The regimentation and goose stepping of 
public opinion is one of the inescapable processes of war making. Thinking 
along independent lines must be stopped; all thought must concern itself with 
winning the war on the program laid down by the Nation. Censorship must 
prevail. 


ORGANIZED OPINION ESSENTIAL 


That is a terrifically high cost, but war is never cheap. Some will say better 
the Nation should perish than that it should lose its soul. I disagree with that 
idealistic view. It is meaningless. Wars are abhorrent and useless. I oppose 
war witb all my might. But if it come—however wrong some may hold it to be; 
however righteous others see it to be—then it should be fought quickly, des- 
perately, and every agency of victory should be utilized. And of these public 
opinion, directed, controlled, and disseminated, is the greatest. 

It is dificult to know how to avoid war, but it is less difficult to learn how to 
win it. The right of assembly is withdrawn; free speech and free press become 
empty words. This is brutal but expedient, for when men are not permitted to 
give expression to their thoughts usually they stop thinking them. Memories 
of happier days may linger, but the practice ceases. Even Plato, in his con- 
ception of Utopia. imposed a censorship more severe than the world has ever 
known. In that Utopian experiment in Russia, whose rulers regard their 
Nation as being in a state of war against the world—or who regard the world 
us being in a state of war against Russia—public opinion is manufactured and 
fed out, and it is unhealthy for other than the official brand to be entertained. 
The state's first duty of self-preservation makes all others—political, economic. 
social—unimportant in comparison. The harsh and repressive measures of 
auntocracies in time of peace become the practice of democracies in time of war. 
All must think alike, act alike, and seek a common objective. The desire for 
victory must become universal. To win is to carry out the will of God in the 
popular mind; to win becomes the great national purpose. So in the philosophy 
of war opposition becomes disobedience to divine will—sacrilege—as well as 
unpatriotic. 


CONTROLLING INFORMATION 


John Stuart Mill in his great essay on “ Liberty ” said: “ Even opinions lose 
their immunity when the circumstances under which they are expressed are such 
as to constitute their expression a positive instigation to some mischievous act.” 
Since opinions are based upon information, it is necessary, naturally, to restrict 
opinion in time of stress and regulate. but never adulterate, the flow of infor- 
mation in such a period. None of us is really wise enough to prescribe what 
others should think or feel or say or do, but all of us—that is, the majority—in 
self-protection have the right to lay down rules as to what should not be said 
or done. 

Tolerance is essential to the advancement of civilization and the avoidance of 
war; but, once in war, tolerance might readily become the greatest danger. It 
is axiomatic that war and revolution both have inherent in them propaganda 
and censorship and are destroyers, as an able commentator pointed out, of 
realistic thinking, because of the excess of danger and the frightful overstimula- 
tion of emotions and undisciplined behavior. This fanaticism, as George San- 
tayana said, causes men to redouble their effort when they have forgotten their 
aim. The effort itself has become the aim. That is why war degrades states- 
manship to violent, hating. revengeful jingoism. 

Some students of government—modern and medieval—helieve that since 
public opinion is unstable and too easily swayed, governments should be quite 
independent of public opinion. This is heterodox in a democracy. So the sta- 
bilization of public opinion must be undertaken. That can only be done at its 
source. Perhaps the final in rigidity need not be applied, but the control must 
be sufficiently complete to make certain of the end result. It must be done so 
as to bring about the condition described by Bismarck in conversation with 
Disraeli at the congress of Berlin. The Englishman had commented upon the 
seeming disagreement of the Reichstag with the Iron Chancellor. “Oh, no,” 
said Bismarck, cynically, “the members agree with me perfectly; they only 
disagree as to why they agree.” 
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NEED OF UNITY 


It is essential in time of war to have unity of method as well as unity of aim. 
Modern governments derive from origins that sought to buttress and protect the 
few against the many. Now, governments’ job is to protect the many against 
the few. The difficulty of making this change is and has been apparent for 
scores of years. It is achieved most easily in time of war when, assuming a 
nation to be activated by a nearly universal impulse, sharp measures can be 
taken against the few opposing the national will—however intellectual, however 
honest. however courageous they may be. 

Hamilton said: “ Safety from external danger is the most powerful director 
of national conduct. Even the ardent love of liberty will, after a time, give 
way to its dictates. The violent destruction of life and property incident to 
war, the continual effort and alarm attendant on the state of continual danger, 
will compel nations the most attached to liberty to resort for repose and 
security to institutions which have a tendency to destroy their civil and polit- 
ical rights. To be more safe, they at length, become willing to run the risk 
of being less free.” 

While sources of news dealing with such things as troop movements and 
detailed policies must be sternly suppressed, there is present in time of crises 
the need of great campaigns to stimulate the spirit of patriotism, of devotion, 
and of sacrifice. There the press in all its branches can be most effective in 
conjunction with the radio and with direct speech. The matter of suppression 
with respect to the press is not un easy problem to solve, since it deals with 
the very essence of successful journalism—getting all the facts first and 
accurately, News beats are the heart's blood of newspapers. In time of war 
they may still be obtained and printed, but never when they affect the public 
interest. Then the professional achievement must be denied in favor of a 
general benefit. And the judgment as to “public interest” must rest arbi- 
trarily with some central body. 


CENSORSHIP AND PROPAGANDA 


Just as raw materials, capital, and men are conscripted or controlled, so 
must public opinion be dealt with in time of war. It must be organized and 
paraded under drill masters. Censorship and propaganda are the agencies 
of domination. The first, to keep from the enemy all information that may 
be valuable to him and to keep from the home sector information destructive 
to morale. The second, to build up the winning spirit which is the basic 
element in victory. 

All wars are states of mind. It is rare—it is never—that a nation is 
instantly galvanized into the vast emotionalism that is needed in war. The 
real causes are too remote from the individual. ‘The issues, colored and exci- 
tative, must be brought home to each. Every manner of appeal must be 
employed. For home consumption all wars are defensive and all are based 
upon questions of national honor. These vast tidal flows of publie opinion, 
easily aroused but not easily checked, bring grave dangers after peace. They 
carry us on into bitterness and cruelty. They turn inward and new desires 
appear with new social forms through political upheavals. If we have wars 
we must take the penaltvr—chaos and gloom, with the victors often absorbing 
the vices of the vanquished, and sometimes the vanquished gaining the virtues 
of the victors. Peace, as we have learned, is something more than signatures 
on a treaty. 

Censorship is often stupid, never popular, but always necessary, if Wars 
are to be won. A Paris newspaper during the war venomously observed that 
the French censorship had sueceeded in keeping the movements of French 
forces a secret from everybody but the Germans. It was a slight overstatement, 


DEVELOPMENT OF MORALE 


If wars are to be continued, then two things are essential in dealing with 
public opinion: 

1. Negative—censorship; the suppression of all questionable information, 

2. Positive—propaganda; which, however naive at times, shall proclaim) our 
Virtues, sublimate our aims and accentuate our successes and indict the vices 
of the enemy and minimize his achievements. 


194 WAR POLICIES COMMISSION 


The first can be brought about in part by voluntary agreement, but behind 
this there must be some sort of licensing system established so that offenders 
may be punished. I suggest that such a body as was outlined in B. M. Baruch's 
plan, recently heard by this commission, be endowed with the right of licens.ng 
the publication of books, newspapers, magazines, and other publications and 
of broadcasting, and that violators of the code suffer the suspension of their 
licenses. 

The control should rest in a central group, composed of members of the 
press, periodical and book publishers, radio systems, and representatives ef 
the Army, Navy and State Departments. The intelligence sections of the mili- 
tary elements can be employed as agents of inquiry and report. Representa- 
tives of this licensing body should be emplaced in designated regions so as to 
guard against the evil of overcentralization of power with its accompanying 
danger of abuse. 

NEW CABINET OFFICE 


The propaganda department should be Separately organized and should 
be a direct offspring of the national government. Perhaps it would be well to 
establish a special Cabinet office charged wirh the responsibility of preserving 
morale—a secretary of information. If such a step were taken that office 
would function closely with the licensing commission. 

Only in time of war is it permissible to make a fetish of government. In- 
stantly peace returns, all barriers to the free play of public opinion should 
be swept away, for it is abundantly proved that the failures of popular gev- 
ernment have always been due to the failures of public opinion—public opinion 
that permitted itself to be led by the nose by self-constituted masters and 
ruled by hysteria, bigotry, and fanaticism, such as was expressed just a few 
years ago in the theory of the directly divine origin of the American Consti- 
tution and the corollary that any effort now at improvement is blasphemy. 

On the whole when public pressure has passed, public opinion can best be 
guided by the dictum of Thomas Jefferson, who wrote: “ The spirit of resistance 
to government is so valuable on certain occasions that I wish it always to be 
kept alive. It will often be exercised when wrong, but better so than not to 
be exercised at all.” The application of this text needs considerable qualifica 
tion, but. nevertheless, it preserves the spirit that has won us most of the 
liberties we now enjoy. 

Wars are not won by guns, but by spirit. That spirit must be inspired, 
Vitalized, directed and controlled. Men must think, talk, and aet war in time 
of war, just as men should think, talk, and act peace in time of peace. but 
peace, always beautiful in war, is less beautiful when war is over. 


Secretary Hurtey. Thank vou very much, Mr. Swope. The nest 
witness is Hon. Bernard M. Baruch. 


FURTHER STATEMENT OF HON. BERNARD M. BARUCH 


Mr. Barccn. Mr. Secretary, I am here because of a request by 
your commission to make answer to and reply to various criticisms 
of suggestions that I made in behalf of the board and my associates 
in the war. I have made answer to those things which appeared to 
be uppermost in the minds of the commission from time to time; 
I have not made answer to every one that appeared here, but only 
the things that 1 felt I knew something about from experience. 

Before 1 proceed with this I would. like to have the commission 
just project its mind into what happens in case of a great major 
war: that is, when 4,000,000 men are called to arms. At the same 
time vou have to figure that from six to eight men or women behind 
the lines are necessary to take care of each man in the lines. In 
other words, in addition to that four million, there are from twenty- 
four to thirty million additional men and women taken out of the 

ordinary pursuits of peace for the purpose of maintaining the men 
at the front. The necessary dislocation that comes with that can 
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easily show you that everything that is produced in a community 
becomes short and really becomes a part of the war necessities of 
the Nation. 

With that picture in your mind, 1 think perhaps you can better 
follow the argument I am going to make. 

Among the many distinguished witnesses before this commision 
there is expressed a variety of opinion on the suggestion of war 
policies submitted by me on March 6. While all do not concur fully, 
none is in total disagreement. There is some opinion which springs 
from a misapprehension of the policies proposed and some from a 
lack of knowledge of what was done. For the convenience of the 
commission, out of deference to the earnestness of the witnesses 
themselves, and also because I belive most sincerely in the soundness 
of the plan submitted, it has seemed to me appropriate to digest and 
attempt to answer every instance of dissent. 

As a result of a further study of the constitutional aspects of the 
suggestion and the bearing upon them of certain expressions in post- 
war decisions of our Federal courts, the skeletonized statute which 
was submitted in my earlier testimony has been modified and ampli- 
fied and is appended. 

On pages 28 to 50 of the record, I epitomized the organization and 
method of industrial mobilization for war as developed in 1917-18. 

In no testimony did I discern any dissent from this broad outline 
which was generally concurred in by Commander O’Neil represent- 
ing the American anio (p. 8), former Commander McNutt (p. 
206), Gen. Palmer E. Pierce (p. 145), Commander Hancock (p. 
153), Colonel Ayres (p. 165), Daniel Willard (pp. 170, 171), George 
N. Peek (p. 219), Mr. Eugene Meyer (p. 238), Ex-Assistant Secre- 
tary of War Robbins (p. 253), Gen. C. C. Williams (p. 283), Julius 
Barnes, chairman of the United States Chamber of Commerce {P. 
287), Mr. Howard Coffin (p. 306), and Mr. Homer Ferguson (p. 
317). As I read the testimony of Ex-Secretary of War Baker 
(p. 124), he also concurred in this suggested organization with a 
qualification, excepting what he called a “little war.” With that 
qualification, I am in complete agreement. I understand that what 
is proposed by General MacArthur is in agreement as to broad 
organizational outline. I submit herewith an organization chart 
showing the system as it existed in 1918. 

Such disagreement as I observe in the testimony centers chiefly 
on the plan for general price stabilization. The comment on this 
subject was so varied as to require systematic and comprehensive 
treatment in this reply. 

In the first place it must be made clear that the proposed enabling 
statute (Appendix 1) vesting power in the President to determine 
a day as of which the statute speaks to stabilize prices is discretion- 
ary and not mandatory. This is necessary for two reasons: first, 
as Mr. Baker pointed out, it might not be required in a minor war; 
second, no one can foresee the circumstance of future conflict. A 
situation is conceivable in which none of the policies of 1917-18 
would be appropriate. 

Also, while I thought I had exhausted ingenuity to make clear 
my suggestion as to price stabilization, things that some witnesses 
have said to me in conversation and much that is contained in the 
record convinces me that I was not altogether successful. At the 
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risk of prolixity I want at the outset to try to restate more clearly 
just what I do propose. 

I do not suggest the fixation of any price. The effect of the pro- 
posed statute is simply to say, “ Unless later adjusted by the Presi- 
dent upward no price shall rise above the figure at which it stood 
at a certain named day.” In a word, we clamp a ceiling down on 
the existing price structure. All prices are free to fluctuate below 
that maximum. 

Next, what is proposed is not the artificial determination of price 
by fiat or otherwise. There was not a single witness who did not 
propose price fixing. Those who opposed me want to fix prices 
individually. Now, that means le the costs of a few pro- 
ducers selected by design or at random and (based upon such study) 
taking somebody's judgment as to what a particular price should be. 
My proposal suggests initially nothing of the kind. It addresses 
the whole interrelated pattern of prices as it exists under natural 
economic law and says of it, “ Since arbitrary governmental ration- 
ing will henceforth govern supply and governmental determination 
of priority—and not price—will control demand, we propose to keep 
intact this last natural price schedule which we are likely to see for 
many a day.” 

It is a preservation of a natural determination rather than substi- 
tution of a collection of artificial determinations and I think I can 
show later that it is the only fundamentally sound way in which the 
eth can be handled under the usual circumstances of the coming 
of war. 

Some witnesses seemed to think that, once this existing maximum 
is established, there are to be no changes. I tried to make it clear 
that there is at once to be set up a competent. tribunal to adjust any 
maximum prices, either ead or downward, whether to cure in- 
cidental injustice or hardship or to increase production. That, of 
course, will inject artificiality, but artificiality will be the exception 
and not the rule as would be the case with plans which propose fixing 
the prices of basic commodities separately. On the other hand, some 
witnesses say, “ He proposes to freeze prices and then immediately 
to unfreeze them.” I propose to unfreeze nothing. I propose to 
adjust the few exceptions. Those who suggest partial price fixing 
propose to create what amounts to an entire artificial price structure 
and (as I shall later show), because they leave the generality of 
prices free, they will be obliged to adjust fixed prices so frequently— 
and always upward—that, at least in the usual circumstances of war, 
they would perhaps better leave the whole schedule free. 

With so much said by way of explanation, what I propose is to 
have a statute which shall say in effect, “From and after a day to be 
determined by the President, it shall be unlawful to charge a higher 
price for a une than was in effect on that day except that the 
President may and will (to relieve hardship or meet an exigency of 
war) adjust any particular price either upward or downward.” 

One misunderstanding I have discovered and am particularly 
happy to clear up is this: Some witnesses construed my language 
to mean that the President is not to select “M” day or approxi- 
mately “M ” day—the beginning of the war—but that. he is to reach 
far back (let us say 90 days as a fixed period) in search of “ normal” 
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relationships notwithstanding substantial changes that may have oc- 
curred in fhe interim. Of course, if in such meantime there had been 
a marked inflation, to go back to a period of lower prices would 
constitute confiscation in many cases. Such was not the intent. The 
reason for not naming “ M ” day in the statute is that, in the usual 
circumstances of the advent. of war, the first thing that happens is a 
marked and sometimes panicky price depression. Since the frozen 
schedule is one of maxima—a kind of ceiling clamped down on the 
whole price structure—one purpose of providing for a slight leeway 
was to prevent an abnormal depression from governing future price. 

As I shall later show, it does not make a great deal of difference 
what day the President selects. His task is to select one reflecting 
the instant conditions and the fewest number of distortions. Since 
his very next step is to set up a commission to adjust distortions and 
Injustices, another purpose of giving some little leeway in naming the 
day is to minimize the work of that commission and to determine a 
day, the circumstance of which seems fairest and wisest—all things 
considered. 

I now understand from General Moseley that the opposition of the 
War Department to general stabilization was largely based on this 
misunderstanding and now that this has been cleared up there is no 
substantial disagreement between the War Department and myself 
on this subject. 

I. The excess-profits tax is not a substitute for price stabilization. 

Senator Swanson has brought out by questions to nearly every 
witness an opinion by some that, by letting prices rise to magnificent 
heights we can induce extraordinary effort by holding out hope of 
extravagant profits and then later frustrate that hope by an excess- 
profits tax which shall recapture 80 per cent of such profits. Other 
witnesses seemed to think that all the equalization of war burdens 
that would ever be necessary or practicable could be accomplished by 
the excess-profits tax. For example, on page 135 of the record 
appears the following colloquy: 

Senator Swanson. * * * During the war prices were fixed so as to 
stimulate production and people produced night and day, thinking they were 
making money. Afterwards we took 80 per cent of the profits in taxes and 
they realized they were not making so much as they thought they were 
making. * * * 

Mr. Baker. * * * Now the price of coal had to be fixed su that tue 
people who had the high-cost producing mines could still live, and, when you 
did that, the surface mines®* * * got very much more than a good profit 
for them. That was recovered by an excess-profits tax. 

Senator Swanson. You think you can equalize that better by exercising the 
power of taxation than by trying to fix the price? 

Mr. BAKER. That would be my judgment. 

Senator Swanson. You think if Congress will exercise its power to tax it can 
equalize in substantial degree—not entirely exactly but in substantial degree— 
the inequality of the profits by the power of taxation? 

Mr. BAKER. Yes, sir. I think Congress did try to do that and tried very 
earnestly and conscientiously to do it and I think they succeeded probably in 
accomplishing as nearly a perfect job as could have been done by the other 
process with less disturbance while the war was going on. 

By “other process” I understand Mr. Baker to mean price 
stabilization. 

I hope I shall not be understood as being opposed to the excess- 
profits tax. The war policy advocated here by me could not be 
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effectuated without it. It was intrinsic in my recommendation. 
But I must emphasize, in all earnestness, that (except for human 
slaughter and maiming and all that goes with them) inflation is the 
most destructive of the consequences of war. As I have maintained 
before and shall more clearly demonstrate later, it is inflation that 
doubles the cost of war, imposes the severest hardship on our people 
and, through inevitable deflation, burdens the future with a con- 
stantly increasing debt and a long period of painful and bitter 
readjustment such as we see to-day. 

Excess-profits taxes—standing alone—have no effect whatever to 
check inflation. Their only effect is to increase it. Thus 20 per cent 
of $500,000 profit is $100,000 and 20 per cent of $1.000,000 profit is 
$200,000. One way to increase $500,000 profit to $1,000,000 profit 
without increased risk or effort is to double price. For this reason 
there is more incentive to increase prices—and therefore profits— 
under an 80 per cent excess-profits tax than there is without it. 
Indeed, the main result of such a system is to induce rapid price 
increase to absorb the tax. Precisely because it accelerates and in 
nowise checks inflation the excess-profits tax—without more—offers 
no cure at all for war evils. On the contrary, it aggravates them. 

In the colloquy quoted above it seems to be assumed that the sole 
purpose of the excess-profits tax is to equalize between low and high 
cost producers. That is one purpose but it is far from being the 
only purpose. 

Consider. for example, the simple case of a company capitalized 
for $1,000.000, selling $1,000,000 worth of goods annually, making 
20 per cent gross profit, or $200,000, on its turnover, and having 
$100.000 of expenses of administration and selling, leaving a net 
profit of $100,000, or 10 per cent. on both its normal turnover and its 
capital. Suppose also that 10 per cent of its costs of manufacture, or 
$80,000, are fixed overhead charges—depreciation, maintenance, 
supervision, taxes, etc. Then its costs for material and direct labor 
are $720,000 for every million dollars’ worth of goods it sells. Now, 
suppose that war comes and we need the full capacity of that plant. 
We give it orders for $4.000,000 worth of goods. to be delivered in a 
single year. It has no increased selling and general administrative 
expense, because the demand is so great that no such effort is re- 
quired. Neither do the fixed overhead elements of its manufacturing 
costs increase greatly—say, onlv to $90,000. What happens to the 

rofits of that plant? Its material and flirect labor costs on its 

000,000 sales are $2,880,000. To this it must add $90,000 for fixed 
overhead charges in its factory and $100,000 for general and adminis- 
trative expense, making a total cost for goods sold of $3,070,000. Its 
net profit is, therefore, $930.000, or 930 per cent. of its normal profits 
in peace. It is making nearly 100 per cent on its investment, and its 
net profit on turnover has increased from 10 to 23 per cent. Even 
if we assess a tax of 80 per cent on the $830,000 of excess over peace 
profit, that plant will still be making $260,000, or 260 per cent of its 
normal profits. 

I want you particularly to note that this example considers no 
increase in price whatever. I have stated the case in this way to 
show that neither the object nor the theory of the excess-profits tax 
is confined to equalizing benefits or burdens due to increased price 
and further to show that, standing alone, an excess-profits tax such 
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as we had in the World War will not wholly eliminate huge war 

rofits. I understand that vour executive secretary is to submit an 
improved plan for such a tax, and from what I know of it and him 
I believe it to be the best that can be devised, but he will not contend, 
I think, that it offers any check on war inflation. 

I recall vividly that during the war, even after we had by price 
fixing compelled a reduction of 35 per cent from the peak index 
figure of iron and steel, and even after the 80 per cent excess-profits 
tax was in effect, some high-minded and public-spirited steel men 
came to me expressing apprehension over the enormous profits they 
were making under our restrictive system operating at its best. 
The reason they were making such profits in spite of all we could 
do is made clear by the example I have given you. If to the enor- 
mous increase in profits shown by that example we add the profits 
due to a runaway market, the figures of profit become even more 
astonishing. ë 

The suggestion in the colloquy I have quoted—that we can entice 
extraordinary effort by a bait of huge profits, later to be magicked 
away—is hardly appropriate now, because the whole of industry is 
on notice that we shall have an excess-profits tax in any war—it is a 
recognized incident of war operations everywhere. 

Finally, I concur fully in Mr. Baker’s answer to that suggestion 
(p. 135) : 

I do not think prices were ever fixed high as a means of increasing produc- 
tion. 1 think it was not necessary to stimulate anybody to produce in America. 

There are reasons supporting Mr. Baker's view which stand 
entirely apart from the stimulation of patriotism, which in itself 
is sufficient: Our modern production plant is highly mechanized. 
Mechanical mass production brings low costs, but only when the 
machines are operating close to capacity. The system has grievous 
faults, from which we are suffering severely to-day. These machines 
represent enormous aggregations of capital, on which fixed charges 
are very great. When they are idle, there is nothing to absorb these 
charges. Losses mount rapidly, and there is nothing that can be 
done to lessen them. Conversely—as in the example given above— 
when they are speeded the results in reduced cost per unit of produc- 
tion are sometimes almost fabulous. It is this economic circumstance 
which insures us against any faltering of production, and the expe- 
dient of increasing prices (with the excess-profits tax to offset profit- 
eering) is wholly unnecessary to increase production. The circum- 
stance of modern industrial organization just recited will take care 
of that. 

While the excess-profits tax is an indispensable concomitant to 
proper industrial mobilization, the points I have tried to demonstrate 
and now to emphasize by repetition are: 

(a) Even with a fixed price structure and a high excess-profits 
tax there will be huge war profits. | 

(0) It is both futile and unnecessary to try to stimulate produc- 
tion by high prices—relying on an excess profits-tax to recapture 

these profits. 

(c) The excess-profits tax—standing alone—as a means for 
equalizing the burdens of war and eliminating the profits of war is 
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fatally defective because it aggravates inflation and therefore fails 
to protect us against the most destructive phenomenon of modern 
war. 

II. Improved control of governmental purchasing will alleviate 
but it can never prevent inflation. 

General MacArthur says that all economists agree that one major 
factor of inflation is purely psychological. The witness then out- 
lines several suggested improvements in Army purchase control 
which he thinks will go far toward preventing inflation. These im- 

rovements are good. I can not speak too highly of the work of the 
Var Department in this regard in the recent past. Their new 
methods will reduce waste, confusion, and competitive governmental 
bidding. This will alleviate the tendency to high price, but the 
principal cause of inflation is beyond the reach of even this 
improvement. 

In the six listed causes of war-time price disturbance on page 18 
of General MacArthur’s statement, I do not see the major effective 
cause—withdrawal of millions of able-bodied men from production, 
diversion of vast quantities of essential commodities and productive 
facilities from production for civilian uses and their appropriation 
to destructive and wholly unproductive uses with consequent univer- 
sal shortage of things. It is the immutable law of supply and 
demand, that in the face of scant supply prices will rise. This is 
inflation, and the only effective prevention is price control. 

General MacArthur also says: 

e +» * Jt is conceivable that a war might be conducted with such great 
regard for individual justice and administrative efficiency as to make impossible 
those evils whose existence in past wars inspired the drafting of public resolu- 
tion No. 98, Seventy-first Congress, It is also conceivable that the outcome 
of such a war would be defeat. With defeat would come burdens beside whieh 
those we are considering would be relatively insignificant. In all we do and 
in all we say with reference to preparedness and to policies to be pursued in 
event of war we must never overlook for one moment the fact that while 
efficiency in war making is desirable. effectiveness is mandatory. 

No one can quarrel with most of this statement. It was the guid- 
ing principle of all our war administration, but I find it difficult to 
distinguish between efficiency and effectiveness. What we must not 
overlook is that, in modern war, there are economic weapons other 
than those used by soldiers. International credit is one; economic 
strength is another; and civilian morale is another. Finally if expe- 
rience in the World War goes for anything, a war is possible in 
which the victor is left in a state of economic prostration approach- 
ing that of the vanquished. In the next war we must plan for 
military victory without economic defeat. 

III. The fixation of a few individual prices is a wrong war policy; 
first. because in the usual circumstances of the advent of war it would 
be confiscatory and wholly impracticable: second, because in any 
case it has only a fragmentary effect on inflation; third, because in 
theory it is basically unsound; fourth, because it is much more diffi- 
cult than general stabilization. 

There was no witness who considered the subject at all who did 
not affirmatively declare that some measure of price fixing would 
be necessary in major war, but several very distinguished witnesses 
contended that it would be a sufficient protection to confine this 
activity to prices of a few particular commodities. 
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On page 125 of the record Mr. Baker, after discussing the War 
Industries Board method of arriving at prices through industrial 
conferences, thus fixing certain prices separately, said : 

+ * * it would be far better to secure the results which Mr. Baruch is 
aiming at by following his processes rather than by attempting in any arbitrary 
way to install his procedures at the outset as an arbitrary and fixed thing. 

Also, on page 127, after expressing apprehension lest general 
stablization result in a wrong price for some industries, and after 
Senator Robinson had suggested that this might be true of individual 
price fixing after war had begun, he said: 

I think that would not be true, Senator, if you would call in the industries, one 

y one * * * and reach a conclusion as to each industry as to where its 
price ought to be frozen. 

And so forth. 

Commander Hancock (p. 156) (after stating that he had no op- 

ortunity to examine the suggestion of general price fixing) also 
inclined to Mr. Baker’s opinion favoring fixing of prices one b one, 
and so also did Colonel ee (p. 156) and Ex-Assistant Secretary 
of War Robbins (p. 255). Mr. Daniel Willard (p. 171) declined 
to express a preference as between general and particular price fixing 
without further study. There is some indication that General Wil- 
liams (p. 284) misapprehended the plan. He seemed to think that 
jt was proposed now to fix the price of copper 10 years from now. Of 
none of these witnesses, except Commander Hancock, can it be said 
that they have had direct personal experience with the problem of 
war-time price fixing. 

(a) In the usual circumstances of the advent of war individual 
price fixing is confiscatory and wholly impracticable. I think a good 
deal of this divergence of view may result from a failure to dis- 
tinguish between the usual circumstances of the advent of war—a 
rather rapid transition from a state of peace to that of war in which 
the normal peace-time schedule of prices is suddenly shattered by 
the abnormal demands of war—and the really unusual case (such as 
ours in 1917) where we encounter a distorted price pattern due to 
the influence of several years of a war of world-wide percussion 
elsewhere but in which we have not been belligerents. 

The former was the case with England in the Napoleonic wars, 
with us in every war of the nineteenth century with Russo-Japa- 
nese and Sino-Japanese wars, with the belligerents in all European 
wars of the nineteenth and twentieth centuries, except for us and 
perhaps for Italy in the World War. 

We should consider first, then, and prepare for the usual circum- 
stance of the advent of war, and not the exceptional circumstance. 

In the normal peace-time price pattern every price is a resultant 
of the combination of all other prices. Thus, the price of steel is a 
direct resultant of the price of ore lands, mining, transportation, 
conversion, and distribution. Resolving each of these direct ele- 
ments into its components we shall see each of them at last analvsis as 
a direct function of the cost of labor, which is dependent on the cost 
of living, which in turn is a composite of the cost of almost every 
element in commerce. Mr. Irving Fisher has well shown that in 
making a general price index, it makes little difference in the result 
whether we select the weighted average of the prices of 50 commodi- 
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ties or of 500 commodities. There is such interrelation of compon- 
ent costs that the general effect is the same in either case. 

Returning to our example—the price of steel. If we fix the price 
of that alone and leave other prices to the mercy of laissez faire. 
all war experience goes to show that the components of the cost of 
steel will rise like so many sky rockets. To put it another way, when 
we impose upon a general price schedule in a fairly normal state 
an influence for rapid general inflation, and, at the same time, apply 
a repression to a single commodity, we automatically and almost 
instantly destroy the exchange value of that commodity. There is 
as little doubt about the unconstitutionality of that procedure as 
there is about its impracticability. Under the Constitution it would 
be confiscation and from a practical standpoint it would paralyze 
production. In other words, such a project, on the most superficial 
examination, proves futile and impossible. To try to make this 
clearer in a practical way, suppose war were to break out to-morrow. 
Knowing, from invariable experience, that general prices will soon 
go skyward, we try the individual price-fixing formula and call in 
the makers of iron and steel and say to them: 

Gentlemen, we are embarked in a great war. We know the market price 
of steel is where it is to-day by force of the law of supply and demand. We 
also know from the history of every great war that all prices in our markets 
are about to begin a dizzy upward spiral. But, as to your prices, we ask you 
as patriotic citizens to keep them where they are. 


The instant answer would, of course, be: 


Why. in that case our selling price will almost immediately be below our 
costs. You can't ask us to finance the war alone. You are simply proposing 
confiscation of our product. 

There, of course, would be the end of the attempt. It is im- 
possible. 

Even if our request should be— 


Well, we are going to fix a price somewhat higher than your present price 
in order to prevent profiteering and inflation. 


The answer would be— 


What price? AN other prices control our costs. The only way you can do 
that is on a * cost-plus basis.” That we must insist upon because if you leave 
other prices free to rise as they will we can have no way of knowing at what 
price we shall be safe. 

If I were conducting such a negotiation, with all the experience of 
the World War at my command. I would not know how to answer 
these supposed arguments of industry. If other witnesses who so 
strongly advocated this procedure here can answer them, I think this 
commission should call upon them to do so. The issue they raise is 
one of pretty nearly first magnitude. 

How can any seller accept a price which he knows will be ex- 
ceeded by his costs? How can any one contract at a fixed price in a 
runaway war market when all he knows about his costs are that they 
are on an upward spiral and may run to any figure? It was this 
reasoning that afflicted us with the vicious cost-plus contracts of 
1917-18. 

It seems to me so apparent, from the examples I bave 
given, that individual price stabilization in the usual circum- 
stances of a great war is wholly impracticable that no further 
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argument or exposition is necessary. In briefest terms, under 
those circumstances (i. e., where we start with a relatively nor- 
mal price structure), we must either stabilize every price or stabilize 
no price. 

- (b) In any circumstances of the advent of war individual price 
fixing can not eliminate inflation: It is only when we start from a 
distorted schedule of prices that we can stabilize prices piece meal, 
and then only in respect of such prices as we find to be so grotesquely 
out of line with their component costs that there is no confiscation 
in fixing them until component costs rise to relative parity with the 
prices fixed. 

There are only three conditions in which such general disorganiza- 
tion is likely. One is that which we encountered in 1917—domestie 
disorganization due to foreign war; another is some temporary dis- 
turbance not due to war, and the last is, if, apprehensive about gen- 
eral stabilization on the outbreak of war, we sit still while all prices 
whirl upward and then (after some have gotten unreasonably out of 
line) attack the peaks. In any circumstance, of course, we could 
then call in such an industry as that of iron and steel and say (as 
we did in 1917): 


Gentlemen, your prices are away out of line with the costs of labor, materials, 
money, and things in general. We are going to ask you to lower prices to a 
figure which still leaves you safely above your normal level relative to other 
prices, even though it represents a 30 per cent reduction from what you are 
getting. 

Nobody could justly complain of that—which is an entirely dif- 
ferent thing from trying to do this at the outset of war when prices 
are not disorganized. 

If in the next great war we are to be as unfortunate and unskiH ful 
as we were in 1917, or so fatuous as to refuse general stabilization 
and let the normal schedule run away, it ìs possible to stabilize such 
prices as have outdistanced the general advance. But that will not 
stop inflation. The following table of ratios of wholesale-price 
indexes for April, 1917, and November, 1918, to indexes for Jul 
1914, 1s very interesting: 


Column I | Column TT ¡Column TIL 
July, 1914, | April, 1917, | Navember, 
index ratio 191$, ratio 


Per cent Per cent Per cent 
7 170 202 


All commodities. 2.2.00 ee ee eee ewe ne ewe rro 57.23 
OTAINS A O O ct ete 243 2 
TEGAN: A A A A A 59.5 285 253 
Nonferrous metals...... 2.222 o eee eee eee ew eee BA hence, rte 75.1 244 200 
Chemicals cai st oo ota al tamale ankle 86. 1 210 21 


Bittvininows A Wiebe soe cede cht ve | 34. 8 271 235 


The table shows in Column I what we may call the normal supply 
and demand relationship at the outbreak of war in Europe between 
the price of the named commodities and the general price index. In 
Column II we see the distortion due to allied buving in our markets. 
We observe that the general price index was up 70 per cent, but 
grains were up 143 per cent of the July, 1914, index. Iron and steel, 
185 per cent: nonferrous metals, 144 per cent; chemicals, 110 per 
cent; and bituminous coal nearly 171 per cent. Obviously in this 
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distortion there was no confiscation in downward price revision de- 
signed entirely to bring these particular exaggerated prices back 
toward their normal relationship to the all-commodity index. But 
by glancing at Column III two things will be clear. First our par- 
tial price fixing did not stop inflation. The all-commodity index 
rose another 32 per cent by November, 1918: second, only in the case 
of nonferrous metals did we succeed in reducing any of the princi- 
pal commodities to their normal place in the general pattern of 
prices. While, in the period of our participation in the war, we 
did succeed in reducing the degree of distortion in the prices of 
grains, iron and steel, and bituminous coal, we never cured it. 
All we did in respect of these controlled prices was to reduce 
the spread between the abnormal relation we found in 1017 
and the normal relationship of 1914—in the case of grains a spread 
of 73 points was reduced to a spread of 25 points: iron and steel was 
reduced from a spread of 115 points to 51 points: nonferrous metals 
from 74 points to 2 points: chemicals from 40 points to 8 points: coal 
from 101 points to 33 points. Thus, in the unusual conditions of 
1917 there was ample room to attack the exaggerated prices singly 
without any such injustice as would have happened if. for example. 
we had held the 1914 price of iron and steel at an index figure of 
59.5 letting the other prices rise to the figures shown in Column IT. 

These figures show, I think, that individual price fixing did not 
stop inflation. We made an exhaustive study of this after the war 
which is published in a joint book by the War Industries Board 
price section and the War Trade Board. (W. I. B. Price Bulletin 
No. 3.) The net result of that study is sufficiently shown in the 
tables I have given. We checked the rate of inflation but the process 
still went on.. Of course it must go on when we fix only a few prices 
leaving the rest free to rise—as rise they must if only because of 
inflation of the currency which is an inevitable concommitant of 
anv war. Individual price fixing can never stop inflation. 

(«) In any circumstance of the advent of war the theory of indi- 
vidual price fixing is fundamentally unsound: I have shown—and 
I submit incontrovertibly—that individual price fixing of a few 
commodities in the usual circumstance of the advent of war is neces- 
sarily confiscatory and wholly impracticable. Also, that, even if we 
start with a distorted schedule or wait for the initial schedule to 
become distorted, the individual method does not reach the chief 
evil you are convened to consider, namely, inflation. I wish to go 
further and say that in the unusual (as in the usual) case of the 
coming of war the piecemeal system is equally unsound in principle 
and for the same reasons in each case. 

Since the uncontrolled component costs of the fixed price are con- 
stantly rising, the fixed price is moribund at the moment it is 
uttered and may be dead before it can be placed in practice. We 
had something of this experience with our fixed prices in 1918. It 
became rapidly apparent that the rising tendency of the elements of 
the cost of living—retail prices—would soon obsolete our whole 
schedule and that we would be faced with the alternative either of 
adjusting our fixed prices upward or of entering the complex field 
of retail price fixing in a disorganized price structure. We chose the 
latter method and were proceeding vigorously with it when the 
armistice came. We had started, just as these witnesses start, with 
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the idea of fixing a few basic prices and letting other prices go free. 
The uneven upward trend of free prices was threatening the struc- 
ture. To maintain it we were driven to consider an enormous exten- 
sion of the price fixing field. Out of that experience my present 
suggestion was born. It was simple and obvious that—at last analy- 
sis—what we were really groping toward was the creation (under a 
rapidly but irregularly rising trend) of a stabilized homogeneous 
and balanced general price schedule, the very condition that nor- 
mally exists at the beginning of 19 out of 20 wars. Two conclusions 
were obvious. First: “ If what vou have naturally at the ee 
is the very thing you are striving to recreate artificially at the end, 
why not preserve the initial relationship?” Second, “ This thing 
you are trying to recapture, in an irregularly rising market, by arbi- 
trary piecemeal stabilization—no matter how comprehensive—is, by 
its very terms, arithmetically impossible.” It is like a dog trying to 
catch himself by running rapidly around a tree. Or (because the 
free components of the fixed price continue to increase) it 1s like a 
command to a moving regiment—* Regiment, halt, but all the sol- 
diers shall keep on marching.” 

When we reflect that the price of anything is simply the resultant 
of the price of everything, it must be clear that in war we can not 
justly or practicably halt the rise in the price of anything unless we 

alt the rise in the price of everything and this is true—in different 
degree—whether we start with a balanced schedule or a distorted 
schedule. 

For this reason even in a repetition of 1917, I can see no logical 
argument against general stabilization first to stop the rising trend 
everywhere—followed by an immediate attack on each exaggerated 

rice. 

j (d) General stabilization requires less machinery and is simpler 
and easier than stabilization piecemeal: One of the most astonish- 
ing aspects of the testimony before the commission was an opinion 
by several witnesses that general stabilization would require a more 
complex machinery or would be a more difficult administrative pro- 
cedure, or would create more confusion than piecemeal price fixing. 
(General Williams, p. 284; Commander Hancock, p. 155; Mr. Baker, 
p. 128; Colonel Ayres, p. 162.) 

Commander Hancock, Mr. Baker, and Mr. Willard all expressed 
themselves as feeling that it would be too difficult a matter for the 
President to determine a day to use as a standard. It was a trifle 
unfortunate, I think, that some of the questions referred them to a 
day 90 days or some specific number of days prior to a declaration of 
war. As I have shown earlier, such was not the intent but only that 
the day should be one that reflected practically the current condition 
at the outbreak of war and that the only reason for allowing some 
leeway was to permit of selection of a day on or about the day of 
declaration when there should be the fewest downward distortions. 
Colonel Ayres (p. 165) thought that all that was necessary would 
be to freeze 20 commodities at the outbreak of war—a proposition 
already shown to be wholly impracticable. Mr. Baker thought there 
would be less confusion by fixing prices piecemeal (p. 127). 

In order to examine this criticism we must consider two cases: 
First the usual case where we start with a more or less homogeneous 
and normal] price structure; second, the unusual circumstance of 1917 
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where many prices are far above their normal relationship with 
general prices. 

(2) Price stabilization in the usual case of the advent of war: As I 
have shown, if (in the usual circumstances of the outbreak of war) 
we adopt the individual-fixation plan of these witnesses we can not 
fix prices at all at the outset. We must wait, while the whole struc- 
ture advances, until distortions appear and then move against them. 

Under my suggestion we would at once freeze the whole price 
structure in its normal relationship and thereby stop advances. This 
does not mean that we would decree any price. The frozen structure 
is a schedule of maximum prices. Economic influences making for 
price declines would operate freely. We are simply clapping on a 
ceiling against advances and we immediately set up a commission to 
rectify any incidental injustices. In my opinion, the mere fact that 
such a power and plan exists would have a very great stabilizing 
effect on any tendency of prices to rise. 

The President would have no difficulty in naming a day. On any 
day he names some prices are sure to be somewhat above and others 
somewhat below their usual relationship. We would have to con- 
sider them separately and at once. The President’s only problem at 
the start is one of convenience—to name a day when these exceptions 
are fewest, and, of course, he must guard against selection of a day 
reflecting material changes of prices as compared with the situation 
existent on the day stabilization is to become effective. There is no 
machinery complexity or difficulty whatever in this. 

Let us assume that the day is named and the schedule of maxima 
effective. It now becomes necessary to consider the exceptions which 
we may have caught in our net. These are of two kinds: First, 
prices for some reason temporarily depressed which if left free would, 
under war stimulus, rise to parity with other prices or far above them; 
second, prices which for some reason are temporarily above their 
just relationship. 

The most. obvious instance of probable depressed price is that of 
some farm products mentioned here by George Peek. These are 
now—and long have been—much submerged below their pre-war 
relationship to general prices. In every war in history farm prices 
have been among the most volatile. If left free they would rise 
exorbitantlv. Mr. Peek stated the solution with the problem. If the 
problem occurred to-day we would probably raise the frozen maxima 
to a figure which bears the pre-war relationship to the general price 
index. No machinery, no study, and no administration is required 
for this kind of case. It is a simple arithmetical problem in ratios. 

It must be constantly emphasized that the maximum price so 
adjusted would not be a fiat nor even a minimum guarantee such as 
we made for wheat in 1917. It would simply be a price above which 
farm products or any other unduly depressed commodity must not 
rise. If economic forces did not raise them to that maximum they 
wouid never reach it. 

The second class of cases is that of the unduly exaggerated price 
requiring downward revision. First we must note that in the usual 
case we are considering there would be very few of these and none 
of the exaggerated distortion we found in 1917. In peace time 
individual prices rarely 1f ever get very far out of line with their 
normal relationship. 
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It is a much more difficult thing to revise maximum prices down- 
ward than to revise them upward. It requires exhaustive cost studies 
and long and difficult negotiations. All that involves machinery 
and trouble but it requires not nearly so much of either when we start 
from a stabilized base with only a few minor exceptions to deal with 
than it would to sit still while all prices spiral dizzily upward and 
then finally to move against a confused mass of exaggerated excep- 
tions and attempt to haul them back into line while the whole schedule 
is still scurrying skyward—and to what end? Simply to try to 
restore a balance that we had at the beginning and could have main- 
tained without effort and on a much lower level. 

One method stops a runaway and keeps the whole team in 
line. The other submits to the runaway and then tries to keep some 
of the horses from running faster than the rest. 

Between these two alternatives I can see no room for hesitation. 
Why should we submit the Nation to the disorganizing and destruc- 
tive process of general inflation? Why lose the time and suffer the 
loss? Why multiply work and difficulty? Why abandon the natu- 
ral structure of price relationships and then later seek to create a 
wholly artificial pattern of relationships by a conjectural method 
under well nigh impossible circumstances? 

In this case surely the proponents of piecemeal (as opposed to 
general) stabilization had not clearly understood what is being 
proposed. t 

(b) Price stabilization in a distorted price structure: This brings 
us to consider the relative merits of general price stabilization as 
against piecemeal price fixing in such a case as we encountered in 1917. 
The witnesses whose testimony we are considering say that the 
former would be more difficult and require more machinery. But 
why wouldn’t it? The sole difference between the two plans is that 
under my suggestion we would clap a ceiling on the whole schedule— 
at first—to stop the upward trend and then proceed to bring down 
the peaks by attacking them one at a time. As these witnesses would 
have it, we would do exactly the same thing as to the peaks but leave 
the generality of component prices to run wild. I have already tried 
to show that this is fundamentally unsound in economics. But we 
are here considering relative difficulty of administration and not 
economic theory. Why is it more difficult to reduce an exaggerated 
price when its component costs have been stabilized than when those 
costs are fluctuating wildly? I think the question answers itself. 
The number of prices to be considered, the machinery and method 
for determining the maxima, the administration, and negotiation are 
exactly the same in either case. Anyone who had actual experience 
with the process must know at a glance that the task would be far 
more simple when performed from a stabilized base than when per- 
formed from a fluctuating base. I think that point requires no 
argument. 

IV. Miscellaneous criticisms. | 

(a) General price stabilization would not disproportionately 
burden any economic group: It should be obvious without argument 
that general stabilization of a natural price structure is inherently a 
rule of equality especially when compared with individual price fix- 
ing and yet the project has been attacked here on the argument that, 
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if we had stabilized prices in April, 1917. the savings to our people 
would have come largely out of two specific economic groups. 

On page 162 Colonel Ayres says that price changes in different 
groups during our participation in the war were: 


Per cent 
Food A ee O AAA eh A A + 6 
Textiles EA A A as ea en a te ee AD +39 
NO 22 eh os ee eee BE eo eth dog Be + 4 
A AAA i Go eee ee ete oe —10 
Iron AA A eee bon toc wee eee een eee — 11 
Other metal products. oe 2 oe ee ee oe eet i — 20 


From these figures he concludes that. if there had been general 
stabilization in April, 1917, “it would have had its impacts largely 
in those two general fields of the farmers and the textile workers ” 
since the majority of whatever saving had been made would have 
come from farmers “who would have received far less from food 
products * * * and from the textile workers.” 

This is so remarkable a statement that it is difficult to believe that 
it was not an inadvertence. In the first place the food group of 
prices is not a true reflection of the farmers’ situation. Even 1f it 
were it is manifestly unfair to compute the farmer's relative condi- 
tion by comparing even his own prices with those of such random 
groups as leather or metals. The obvious way to find out how the 
farmer fares is to compare the index of his prices with the all-com- 
modity index or with the non-agricultural price index. The April, 
1917, ratio of farm prices to the United States Department of Labor 
all-commodity index was 109.6 per cent and to the same department's 
nonagricultural price index was 113.8 per cent. The corresponding 
November, 1918, ratios were 110 per cent and 114.7 per cent—all of 
which means that the farmer, at the armistice, would have been in 
almost the identical economic situation if all prices had been frozen 
in April. 1917, as he was in the circumstances that really existed at 
the armistice. The difference is negligible. 

As to textiles it is true that piecemeal control of prices was at- 
tempted far too late and was ineffectual. Consequently textile prices 
ran further away from their proper relationship to other prices than 
did any other group and therefore Colonel Ayres is right in saving 
that if we had stabilized all prices in April. 1917 (when textile 
prices were in an eminently fair relationship with other prices), they 
would never have risen to such exorbitant heights as they reached 
in 1918. Precisely to prevent such distortion is equally the whole 
aim and endeavor either of general stabilization or partial stabiliza- 
tion such as Colonel Avres advocates. Colonel Ayres shows that steel 
and iron prices declined 20 per cent between April, 1917, and No- 
vember, 1918. He does not add that they fell under compulsion of 
price revision downward. On the contrary, he compares that forced 
fall with the uncontrolled rise of textiles and concludes—as though 
it would have been a grievance—that if control of textile prices had 
been equally effective with control of steel prices, the savings to our 
people would have come out of the textile workers. 

Of course the fact is that no commodity group has a vested right 
in exorbitant war prices and that reduction of textile prices to an 
equable basis would have come out of swollen profits of textile com- 
panies and not out of textile workers. 
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Since the effect of general stabilization on farmers’ relative prices 
would have been negligible, on textile workers nil, and on the textile 
companies only that justice for which all such plans are devised, 
one wonders why farmers and textile workers were emphasized. 
Both the fuels group and the building-materials group also got 
badly out of line in 1918 in spite of individual price fixing. They 
were not mentioned in the conspectus of this witness. In the same 
statement in which this witness used the examples of textiles as an 
argument against initial price stabilization, in advocating individual 
price freezing, he said: 


Price freezing * * * should be undertaken * * * at the beginning 
of the war in those conimodities which clearly are going to be purchased 
+ + * in such large amounts that the new and added demand threatens 
to lift the quotations unusually high * * * those products include, clearly, 
iron and steel * * * they probably include several different types of 
textiles * * * perhaps there might be, let us say, 20 commodities. 

As I have already shown, such a plan would be confiscatory and 
impracticable in the usual circumstances of the advent of war. 

b) General price stabilization does not insure profiteering by 
pled whose prices are in a declining trend because it does not 

x fiat prices—it only clamps a ceiling on the price structure existing 
at the advent of war. This witness’ next assertion (p. 162) is even 
more remarkable. It is that, if prices were frozen, nobody would 
try to get a frozen price adjusted downward and so “where the 
trend was downward the freezing would constitute a governmental 
sanction for an ever increasing profit.” 

This would be true only if the frozen price was a flat price. He 
apparently does not understand what was explicitly brought out 
in my statement (p. 9): 


The crystallized price structure is a schedule of maxima. Items in ample 
supply are left free to fall below the fixed price schedule. 


Obviously if any trend is downward it is because supply exceeds 
demand and it will be wholly unnecessary for anybody to “make 
application for reductions.” The law of supply and demand will 
attend to that as it traditionally does—not occasionally, or now and 
then, or part of the time, or here and there—but at every place and 
all of the time. 

Furthermore there was no basic commodity in the whole list 
during the war where the price trend was downward in the sense 
in which the words are used here. The only conspicuous and sus- 
tained downward progress (relative to the general price index) 
that was not the result of artificial price control of one kind or an- 
other in this country was in leather (and that has been shown— 
W. I. B. Price Bulletin No. 3—to have been the result of price 
control in England in 1916) and in manufactured fuel and lighting 
gas, which was the result of vastly increased production due to the 
demand for coke and by-product derivatives such as toluol. The 
very fact that the gas price went down bears out my statement that 
the law of excess supply and reduced demand forces prices down- 
ward and refutes this witness’s criticism that by-products in general 
not necessary for war uses under a frozen price system would “ yield 
greater and greater profits” under governmental protection. 

Therefore the statement that the cases where “ the trend was down- 
ward would constitute a governmental sanction for an ever increas- 
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ing profit which in the case of a large part of our expenditure in 
that (the World) war would have been of considerable proportions `° 
is almost meaningless first, because, except as just noted, there were 
no downward trends that did not result fon the downward fixation 
of price, and second, and more importantly, because we are not deal- 
ing with a fiat price but only with a stabilized maximum price. 

(c) General price stabilization will freeze some maximum prices at 
figures too low to bring out necessary production. The easy and 
obvious remedy is to raise such prices. On page 162 Colonel Avres 
also mentions as an objection the circumstance that freezing might 
find a particular commodity necessary for war abnormally below its 
normal relative place in the general price structure. Of course this 
is certain to happen. It will happen as to particular commodities 
and it will also happen as to particular localities. This was thor- 
oughly developed in my statement on page 11 where. after showing 
the reason why we must provide a price incentive to increase pro- 
duction in particular cases, I said: 

A method must be devised to adjust the initial frozen price pattern to the 
changing situation. 

I then referred to the method of the 1917-18 price-fixing commis- 
sion and said: 

There was nothing in the experience of that commission to suggest that a 
similar system would not be entirely effective in the future. 

As I have already shown in my initial statement and in this state- 
ment, there is neither difficulty nor complexity nor administration in 
revising a price upward. This criticism is almost trivial. 

I will go a step further and say that, as upward adjustments be- 
come necessary to govern particular cases, their effect on other costs 
may require small flat percentage increases in the whole pattern. 
Both processes are provided for in the suggested statute and both 
are simple. 

(d) General price stabilization can easily be protected against the 
price situation in other countries. On pages 162 and 163 Colonel 
Ayers, and, on page 126, Mr. Baker, bring up the obvious situation 
in the rubber and tire industry where the price of tires may be frozen 
in the domestic market and the price of rubber free and probably 

rossly inflated abroad and say, “It would be quite impossible to 
ae on producing tires at present prices.” 

This situation was fully considered in my prepared statement 
(p. 11): 

The frozen pattern of price will also have to be protected against the 
situation in export trade. If, as is almost certain, the inflationary process is 
in operation in the rest of the world, means will have to be applied to prevent 
extravagant foreign prices from upsetting our domestic schedule. Government, 
in its world economic strategy. must have almost plenary control over foreign 
trade just as it did in 1917-18. We shall see the agency for such control pur- 
chasing for export at the controlled domestic price, selling in export at world 
price and using the profit to buy necessitous imports at inflated world prices 
and sell to domestic needs at the controlled schedule. 

It is only fair to conclude that these witnesses had not read my 
testimony. It was particularly unfortunate for their argument 
to have used rubber as an example. They have apparently for- 

otten what happened during the war under War Trade and War 

ndustries Board control of rubber prices through agreements with 
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rubber producing countries. Notwithstanding tremendous demand 
and acute shipping shortage the price of rubber went down during 
1917 from an index figure of 178 to one of about 128 where it 
remained until the armistice. 

I never hear this branch of the subject discussed that I do not 
recall the case of Chilean nitrates. The price of nitrates—an abso- 
lutely critical and indispensable war commodity—was being de- 
liberately controlled against us and, by reason of apparently ideal 
circumstances for speculation, threatened to rise to any height. ly a 
relatively simple use of plenary governmental war control of foreign 
trade we handled the nitrate price situation quite as effectively as we 
controlled the domestic price of any commodity. I could cite similar 
cases of regulation of import price through Government control of 
foreign trade. There is no danger to the proposed plan inherent in 
the superficial objection we are now considering. 

(e) Governmental price fixing is not possible in peace but it is in 
war: General MacArthur's suggestion that governmental price regu- 
lation is a failure does not apply to price control during the Worlá 
War, as your record plainly shows. I do not read his statement as 
importing anything more than my own observation on this subject 
that price regulation in peace is impracticable because, shortly after 
making it, he proposed an immediate control of prices of raw mate- 
rials which “might finally cover the whole range of commodities.” 
This general assertion about price regulation which we are all prone 
to use overlooks the fact that one pha large section of American 
industry is—and for many years has been—operating under fixed 
prices. The whole railroad and public-utility field, the combined 
total of which accounts for a very substantial proportion of all 
business done in the United States. 

Also, while we all know that peace-time price fixing is a visionary 
dream because economic law and not governmental determination 
control both supply and demand, if the World War proved anything, 
it proved that in major war government must, for all practical pur- 
poses, exercise a rigorous control over principal sources of supplv as 
well as over principal channels of demand. As a matter of fact, 
neither General MacArthur nor any other witness has failed to urge 
that price fixing is necessary. The only real point of disagreement 
disclosed in the record is as to whether it shall be an artificial and 
arbitrary fixation of indivjdual prices or preservation from the out- 
set of the natural pattern of price relationships. 

One curious aspect of this and all other arguments that have been 
advanced against general war stabilization is that it applies with 
precisely equal if not greater force to partial stabilization. 

(f) General price stabilization in war has not been adjudged 
unconstitutional. General MacArthur said: 

Since the Supreme Court has definitely determined that no price-fixing agency 
of government may set a price on a citizen's property and compel him to give 
that property to the government at that price, any fixed price is effective only 
when it is enforced by public opinion. 

I fully agree that no drastic war policies opposed by public opinion 
can succeed, but I am assured that no such pronouncement ever 
dropped from the Supreme Court as applying to war-time price 
stabilization. If this statement, in the broad language quoted. were 
the law, we would have no procedure in eminent domain, no railroad 
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and other public-utility rate regulation, and no usury laws. We 
would have had no history of war control of prices with which this 
record is redundant. I understand that your legal section has arrived 
at no such conclusion as to the law on price fixing. 

(y) There is nothing conjectural or impracticable in general price 
stabilization. General MacArthur also said: 

So many factors are involved (in general price stabilization) that injustice 
must follow. Evasion and court appeals are inevitable. Attempts at enforce- 
ment would likely create antagonism and government would lose good will, 
Without complete and uustinting popular support no nation can hope to fight to 
victory. The citizeus” road to judicial appeal should not be mude long or 
difficult. 

As I have observed earlier, these remarks are applicable with at 
least equal force to partial price fixing as to general price fixing 
and some of them, I think, apply with more force to partial price 
fixing. 

What witnesses overlook is that we are not proposing here a fiat— 
an artificial determination of price. We are proposing to clamp a 
ceiling down on a whole pattern of existing prices created by the 
operation of economic law. The justice which we insure is the jus- 
tice of the laws of trade as they are working at the time the ceiling 
is clamped down. 

An individual fixed price is a pure artificiality—an invention, if 
you please. The very reason for using it is that we are dissatistied 
with the product of the law of supply and demand under war stress 
and wish to substitute a designed price in its place. For reasons 
fully developed in this statement, I see no escape whatever from 
the conclusion that this method is an economic 1mpracticability if 
applied early in any major war under the usual circumstances of the 
coming of war and it is impracticable precisely because it insures 
injustice. In other words, some incidental cases of injustice (imme- 
diately to be relieved) might conceivably arise from general stabili- 
zation but, as I have tried to show, partial stabilization, in the usual 
case of the advent of war, has invariable and unavoidable injustice 
as its inherent essence. 

Some evasion and some court appeals are inevitable. They would 
be inevitable under any form of price control. A glance at the 
appended statute will show that they have been provided for and 
that the citizens’ road to judicial appeal is made short and easy. 

One curious aspect of the difference of opinion on this subject is 
that everybody (including myself) stresses the importance of civil- 
ian morale and then proceeds to use it as an argument for the thing 
he proposes. That of course presents to the commission the choice 
between the effect on civilian morale of a stabilized price structure 
or that of a time of wild inflation. To my mind there is small room 
for hesitation. 

As to the morale of the generality of civilians we all know how 
it was affected—especially among soldiers’ families and people of 
fixed income—by the upward spiralling of the cost of living and the 
lavishness of reward to those who were in a position to profit by 1t 
as compared with the hardship imposed on those who were com- 
pelled to suffer from it. 

As to the morale of industry at large in the World War, the un- 
certainty of the daily fluctuation of price and the inevitable rising 
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trend on all sides was matter for common commiseration. I am 
aware of no able and experienced business administrator who does 
not prefer operation ander stable conditions to operation under a 
price schedule in an unforeseeable state of flux. 

We have also to consider here the apparent thought of some 
witnesses that morale would be better conserved if the Government 
moved against individual prices to control distorted peaks than if 
it stabilized an initial normal supply-and-demand relationship. 

I am completely unable to get this point of view. When govern- 
ment approaches a distorted price schedule to control individual 
prices, 1t moves every time for the purpose of reducing a price. It 
goes in to break up an enjoyable situation and to impose a severe 
restriction. It is simply not in human nature to welcome this. I 
never experienced in such a situation much of the cordiality referred 
to by some witnesses. 

W'hat is here proposed is a very different thing. At the outset in 
the usual case, we are not going to reduce anything. People are 
simply put on notice that prices are not going to be allowed to rise. 
They know from the experience of the World War that the power 
of the longest purse is going to be considerably curtailed because 
essential things, at least, are going to be pretty much rationed any- 
way. Every producer and every merchant knows that, while his 
price may not rise, it is unlikely to fall and, as to his profits, that 
regardless of price, his turnover will increase because, by reason of 
scarcity, he is in a sellers? market and he can plan with confidence 
because his price is constant. 

I feel confident that, assuming the effect to be as I have stated it, 
ninety-nine out of one hundred business men would infinitely prefer 
such a situation to the one that is absolutely certain to supervene 
under any plan for individual price stabilization. In other words, 
to the extent that morale, content, satisfaction, and calm are in- 
volved, my suggestion encourages them while the contrary sugges- 
tions are designed to impair them. 

V. Price control through “ leadership ” alone is not feasible. 

On page 124 et seq., Mr. Baker said: 

What Mr. Baruch did with his organization in the last war was to make it 
the leader of American business rather than the boss of American business, 
When he wanted, for instance, to fix prices in an industry or to divert the 
capacity of an industry from one occupation to another, the way he did it was 
to send for the leaders of that industry, seat them around the table with bim. 
tell them the national need, lav out the economics of the situation to them with 
experts in their own field at his elbow. and, at the end of the conference they 
were not only informed of what was to be done but they Knew why it was to 
be done, and they were enthusiastic for doing it * * * my recollection is 
that there was no single instance in which an industry was invited to a ceon- 
ference of that sort in which it did not enthusiastically conform to the desire 
-of the War Industries Board as soon as it was all explained and worked out. 

* * * For that reason I am inclined to believe it would be far better to 
secure results in the next war, to secure the results which Mr. Baruch is 
aiming at, by following his processes rather than by attempting in any arbi- 
trary way to install his procedures at the outset as an arbitrary and fixod 
thing. I am not economist enough to comment on Mr. Baruch’s suggestion that 
there ought to be an instantaneous freezing of prices, but I am willing to be 
foolhardy about it and venture a disagreement. * * * 

Take the steel industry, for example. There was in the office of the Secretary 
‘of War a meeting of some 25 or 30 men who controlled the steel industry, or 
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controlled its management in this country, and the problem of What ought to 
be the price of steel in the United States after we went into the war was pro- 
posed for discussion und an agreement reached under the advisory direction of 
the Secretary of the Navy and the Secretary of War which reduced the price 
of iron and steel products, which are the most necessary things in a war. so 
that the net effect of that kind of price control, through the leadership whie4 
we exercised, was that the general price level of iron and steel products went 
down after Almerica went into the war. 


General MacArthur also said : 


Prices promulgated as fair and reasonahle should be determined by agreement 
between government and the representatives of industry © * * p 19), 
Price control efforts * * * will be directed gradually * * *. Good will 
and cordial acquiescence will assure their success. Injustice and hastiness will 
be avoided because in the determination of prices industry will have a voice. 
The spontaneous cooperation born of patriotism and enthusiasm will not ads 
generate into an enforced and begrudging compliance. * * *. Citizens will 
feel that the restrictions to which they submit are restrictions they themselves 
have imposed in the interests of the common welfare. 

What these witnesses are really referring to when they talk about 
spontaniety and cooperation in general public acceptance of price 
fixing and all other war tasks is not that there was not compuision 
behind the duty imposed on citizens. They are referring to the uni- 
versal confidence that was placed by government in the people them- 
selves to enforce the more or less arbitrary and distinctly sacrificial 
requirements of government. As if by common consent, every war 
administration adopted the policy of decentralization reliance on 
unofficial civilian cooperation, public education as to necessity, and— 
to put it frankly—universal and highly organized propaganda. 

Thus the draft. instead of being enforced by soldiers carrying bayo- 
nets, as in the Civil War, was turned over to small boards of local 
civilians, who were given almost unlimited and final authority. 
Largely they served without compensation and at great sacrifice. 
Much was made of the service of these men and conscription took 
on the aspect of a great spontaneous levee en masse. But there was 
a provision in the selective service act under which, if any member of 
these draft boards had refused that duty, he could have been sent to 
jail. Many men who failed to register did go to jail. 

Thus the Food Administration actually absorbed into its organi- 
zation not only bakers, millers, dealers, and elevator companies, but 
also thousands and thousands of housewives. But in the act under 
which this was done there were many penal and criminal provisions 
and there was the standing threat to every one of the hundreds of 
thousands of licensees under that act of being put out of business 
on a moment’s notice by the arbitrary act of the administration and 
of being sent to jail if he did not stay out of business. 

Thus also, as I have repeatedly explained, industries were called 
into consultation whenever the War Industries Board fixed a price, 
and, while we had no penal statute, we had plenty of threat to enforce 
what we thought was just. 

In other words, it was an enlightened policy of administration of 
those laws—not an absence of teeth in their jaws—which obtained 
an unusual degree of popular cooperation for them. I see no reason 
to suppose that the suggestion now made would be administered in 
any less sensible manner. No Industry is going to complain of our 
effort to protect it from a panic market. If any industry is hurt, the 
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way to adjustment is wide open, and adjustment would proceed on 
exactly the round-table “ conference ” method invented by the various 
war administrations in the World War. It goes without saying that 
the agency responsible for production and industrial efficiency is not 
being set up to oppress industry. 

I would be the last person in the United States to depreciate the 
spontaneity of whole-hearted cooperation and self-sacrifice exhibited 
by American business during the war. That and that alone made my 
work possible. I agree with Mr. Baker’s excellent statement: 

The mobilization of America for participation in the World War is the most 
outstanding industrial achievement that has been accomplished in the history 
of mankind. * * * 

May I add to that by saying so spontaneously, so cheerfully, and 
so enthusiastically. . 

Yet I venture to think that there is not one of those industrial 
leaders who would not heartily agree with me in saying, first, that 
it would be impossible to prevent general inflation by any nation- 
wide convention as to price; second, that no one, no matter how gen- 
erous, could agree to restrict his own price unless all other prices 
affecting him were restricted or unless his price was already so high 
that his profits were exorbitant, and, finally, that substantial price 
reductions by agreement (even from highly profitable peaks) could 
not be secured unless those willing to agree through high-mindedness 
knew that the Government body with whom they were dealing had 
some sanctions—some control with actual teeth or some disciplinary 
power to apply to recalcitrant or unwilling subscribers in the event 
of default. 

I wish the record and my memories permitted me to agree with 
the picture presented by these witnesses of each commodity group 
gathering around to hear our price determinations and then going 
away “enthusiastic for doing 1t.” I wish I could also agree that 
after a meeting of steel leaders with the Secretaries of War and 
Navy before the war “ the effect of that kind of price control through 
leadership * * * was that the general price level of iron and 
steel prices went down after America went into the war.” My recol- 
lection is of a long and tedious period of bickering attended at first 
by such public statements by the President as “those who do not 
respond in the spirit of those who have given their lives for us on 
bloody fields far away may safely be left to be dealt with by opinion 
and by the law, for the law must, of course, command these things.” 
I recall a bitter controversy between the chairman of the Shipping 
Board and the industry in June, 1917. leading to the Pomerene bill 
which proposed to authorize the President to fix iron and steel prices 
and to commandeer the plant of any producer who failed to comply. 
I remember also what I am free now to relate since Judge Gary 
himself has said—in effect—that he kept the steel industry from 
being nationalized. He was quite correct. Due to the inability of 
Government to reach agreement with the steel industry I was com- 
pelled to—and did—secure authority from the President to com- 
mandeer certain companies in that industry if it should become neces- 
sary. While all this was going on, the index figures of the United 
‘States Department of Labor show the following as to the prices of 
iron and steel: 
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eh See ee ee 64.7 | 1917— 

1917— JUIN a ee et 230. 2 
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June -M 204 November —-----.-.---- 143. 7 


As Commander Hancock expressed it in his testimony (p. 154) 
relating to price control through leadership and agreement : 

+ * * the President said to Mr. Brookings (chairman of the Price Fixing 
Commission). “ Let the manufacturer see the club behind your door.” 

Now, as I have explained before, the club was of synthetic origin, 
in that, in all these conferences, our sole authority was the latent 
threat of commandeering and withdrawal of priority ratings. The 
strength of that synthesis has been seriously diluted by expressions 
of the Federal judiciary, which has said, as I shall precently explain, 
that the War Industries Board had no statutory authority to fix 
prices or to commandeer, that such “agreements ” were induced by 
duress and were not binding, and that such a method was invalid. It 
is unwise and unfair to any future war administration to require 
effective results from a more or less truncated flush after the hand 
has been so publicly exposed. Price control through such * leader- 
ship” alone will never again be possible. We must have statutory 
authority i in the broadest conceivable language. 

So much has been said here about price fixing by agreement, or 
spontaneous cooperation that I think it is necessary to say at this 

oint that there was no such thing, generally speaking. as price fixing 

y agreement in any such sense as witnesses seem to have derived 
from. reading and talks with others on this subject. Agreement there 
was in the sense of acceptance of a Federal price determination by a 
few leaders in each industry, and in many of our conferences the 
Government had the enthusiastic support of some producers and in 
some conferences the unanimous support of all, but, as a practical 
matter, there was no alternative to such acceptance and there was a 
distinct threat of effective reprisal in case of refusal. 

Reference has also been made to food administration methods with 
perhaps a suggestion that greater reliance was there placed on spon- 
taneous cooperation. Everyone knows the skill with which that 
administration molded public opinion, but the Lever Act, under 
which it was set up fairly bristled with penal provisions. The 
President was authorized to prescribe reasonable charges and the 
Presidents determination of such charges was made prima facie 
evidence in any prosecution. It was also a crime for any food com- 
pany doing more than $100,000 worth of business even to continue 
in business without a license and the Food Administration condi- 
tioned these licenses on such consideration as 1t saw fit. 

As a matter of fact, the wheat price established under that act 
was a minimum guaranty. The licensing system was used to estab- 
lish a maximum price and an angry agricultural community has not 
yet ceased to complain about that * agreed price.” 

It is far from my purpose to criticize the Food Administration. 
Tt did what it had to do and the record speaks for itself—it was one 
of the outstanding jobs of the war, or of any war or any administra- 
tion, but the commission would be misinformed if it was to gather 
from any testimony here that there was price fixing by spontaneous 
cooperation in that department any more than in any other war 
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administration. As a matter of fact, in the strict sense, there was 
no price fixing at all except as to wheat and its products. The Food 
Administration policy was to regulate profits rather than price. The 
commission will be equally misinformed if it concludes that there 
was or can be price control without proper legal sanctions and deter- 
mined administration. 

I bore the heat and burden of nearly every one of the principal 
price determinations except food and I am speaking from intense 
experience when I say that in most cases those prices, while even- 
tually accepted whole-heartedly, were not unconstrained free-will 
offerings of all by any manner of means. We used a good many 
euphemisms during the war for the sake of national morale, and this 
one of “ price fixing by agreement ” is a good deal like calling con- 
scription “selective service” and referring to registrants for the 
draft as “mass volunteers.” Let us make no mistake about it; we 
fixed prices with the aid of potential Federal compulsion and we 
could not have obtained unanimous compliance otherwise. 

VI. A statute authorizing general stabilization should not be de- 
ferred until war appears on the argument that we can then improvise 
a more appropriate act. 

On pages 122 and 123 Mr. Baker said: 

Modern war is essentially a process of improvisation * * * as war 
progresses under modern conditions the inventive faculty * * œ is stim- 
ulated * * * I think this is also true about the economic situation * * + 
there is only a limited amount of preparatory economic legislation that cun 
be done. * * * 

+ * +* We of the War Department found ourselves perhaps more em- 
barrassed by laws that had been passed than by the absence of lauw. * * œ 
We were happiest when the laws that provided us power were more elastic 
and least in detail. 

I concur fully with Mr. Baker that any law now to be passed 
must confer power in the very broadest language conceivable for the 
reasons he has given. But he seems to proceed on the theory that 
such powers as are here sought to be conferred are already in the 
President I shall address this subject later. For the present let 
us assume that this theory is not correct. On this assumption we 
will have to have a statute conferring power and we must give it at 
least such definition in its provision of mechanics and methods as 
will make it conform to the constitutional limitations heretofore laid 
down by the Federal courts. 

We improvised in 1917 because we had to. I know of no benefit 
that came from our total lack of prevision and consequent necessity 
for improvisation of fundamental war measures. And I know of 
no burdens that came from broad statutes which were enacted in 
advance of war for the purposes of better administration in war. 
Had it not been for the national defense act of 1916 I shudder to 
think what might have happened. That act really interested indus- 
trial leaders in War Department problems for the first time in our 
history. The Council of National Defense provided by that act 
literally produced, one after the other, the great war-time industrial 
mobilization agencies much as a hen lays eggs. 1 think it not too 
much to say that but for that little rift of statutory provision we 
could never have made our contribution in time to avert allied defeat 
in 1918. The statutes that proved burdensome were not those 
enacted after careful consideration to provide broadly for war; nor 
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were any statutes that conferred power burdensome. The clogging 
statutes were peace statutes which restricted power. imposed formali- 
ties, and neglected completely to provide for the Sees helms neces- 
sities of the emergency of modern war—such statutes as were 
virtually repealed by the Overman Act. 

Improvisation is almost an obsession with us. Many of our manu- 
facturers say that our refusal to adopt contemporary types of 
machine guns, 75-millimeter projectiles and guns, airplanes, airplane 
engines, and even our own standard types of motor trucks in order 
that we might improvise improvements on what the experienced 
Allies had already effectivelv used was largelv responsible for Gen- 
eral Pershing's recently published complaints about deliveries of 
technical equipment. 

We improvised a selective service act. and the circumstance of its 
novelty required six weeks of study and debate before enactment. 
Except for unauthorized administrative action during those six 
weeks every principal datum point in the history of our participa- 
tion would have been set back exactly six weeks with what result on 
the western front in March, July, and November, 1918, I hesitate to 
conjecture. 

We are considering here a far-reaching step in war economics. 
It is based on specific experience. The results to be achieved are 
being demanded from the Nation by such soldier organizations as 
the American Legion and have been promised by both political 
parties because there is a general feeling that our present system of 
distributing war burdens is grossly unfair. In other words, mainte- 
nance of military and civilian morale requires these results from the 
government. Under modern conditions if we do not provide for 
them our military effectiveness for defense will be impaired. Yet 
the solution 1s not easy. If there is any one thing that has been 
brought out clearly here by the very diversity of opinion on this 
subject, it is the lack of understanding of the principles here involved 
by men who were in positions of the highest responsibility in our war 
effort but who, by reason of the intense centering of that responsi- 
bility in their particular departments and the furious effort to which 
they were driven, had neither time nor opportunity to know or 
understand what was going on in the next compartment of govern- 
mental war effort. How much less informed and more bewildered 
would a hastily assembled war organization or a new war Congress 
be, when presented with this problem in the panic of a world 
upheaval ? 

I submit that here is no situation for consideration and decision 
in the white heat and confusion of a war emergency. It is a situation 
for the most deliberate study and unhurried decision. The suggested 
statute is mandatory in nothing. It is permissive merely. It simply 
creates powers in the President to be used when necessary and appro- 
priate to the kind of emergency we may encounter. It leaves the 
way for necessary improvisation wide open, but it does not remit 
the country to improvisation of a basic and fundamental economic 
policy in the excitement and confusion of a lethal attack. 

VII. The Constitution implies no war powers in the President 
which would enable him, without statutory authority, to regulate 
prices and control industry, or even to commandeer property for 
the support or maintenance of the Army or Navy—much be to do 


WAR POLICIES COMMISSION 819 


these things for the civilian population. Consequently a broad stat- 
utory donation of such powers would not limit supposed plenary 
a war powers of the President. 

"he Capper- Johnson bill (p. 112) authorizes the President, in 
case of the existence of imminence of war: 


(a) To determine and proclaim the material resources, industrial organi- 
gations, and services over which Government control is necessary to the suc- 
cesstul termination of such emergency, and such control shall be exercised by 
him through agencies then existing or which he may create for such purposes. 

(b) To take such steps as may be necessary to stabilize prices of services 
and of all commodities declared to be essential, whether such services and 
commodities are required by the Government or by the civilian population. 


Speaking of this bill, Mr. Baker said (p. 123): 


It is really an express donation to the President of what has always been 
tacitly regarded as the war power of the President * * * confers by statu- 
tory enactment what has aiways been assumed to be the war power of the 
President. 


And on pages 141 and 142: 


SECRETARY HURLEY. Now, on the question of a constitutional amendment or 
the enactment of a law by Congress to give the President the power sug- 
gested for the freezing of prices, minimizing of profits, stabilizing the economic 
situation during an emergency, I understood you to say that under the present 
constitutional powers, under the laws heretofore enacted on that subject, 
and under the implied power which the courts have held to be in the Chief 
Executive in time of emergency, all of these things can be done without further 
enactment? 

Mr. Baker. I think they can, Mr. Secretary. Of course, I have not exam- 
ined any of these laws since 1921 and do not know what has been repealed 
since then; but 1 think that can all be done under the combination of the flexi- 
bility which was introduced by the Overman Act and the normal constitutional 
power of the Executive. If the Overman Act bas been repealed (and I sup- 
pose it has been), then so much of the Capper-Johnson Act as restores that 
power, removing the objection pointed out by Mr. McSwain, which had not 
occurred to me when I read the act, would seem to me to be a very proper act 
to have on the statute books at all times as an element of flexibility in the 
executive power. 


And on page 142: 


Secretary Huriey. Invasion by statutory enactment of a field that is now left 
to implied powers. The purpose of my question is to bring out whether or not 
a statutory enactment usually limits implied powers or enlarges them. 

Mr. BAKER. It usually limits the implied powers * +*+ 

Secretary HURLEY. In other words, you found where you relied upon implied 
power you could always go ahead; but where you had to rely upon a statutory 
enactment you found your way obstructed usually by the enactment? 

Mr. BAKER. Yes, sir. 


And finally on page 143: 


Mr. CornLiNs. You spoke about the war powers of the President. Where do 
you find anything like that? I have heard that expression. 

Mr. BAKER. Well, the place to look for it, sir, is first to read the description 
of the President of the United States as Commander in Chief of the Army and 
Navy and then in the decisions of the Supreme Court. There is no definition 
of it; there is no donation of it, but the Supreme Court has found it in 
abundance. 


The Overman Act simply authorized the President to— 


+ * * make such redistribution of functions among executive agencies as 
he may deem necessary, including any functions, duties, and powers hitherto 
by law conferred upon any executive department. commission, bureau, agency, 
Office, or officer. 
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* è * utilize, coordinate, or consolidate any executive or administrative 
commissions, bureaus, agencies, offices, or officers now existing by law, to trans- 
fer any duties or powers from one existing department, commission, bureau, 
agency, office, or officer to another, to transfer the personnel thereof or any 
part of it either by detail or assignment, together with the whole or any part of 
the records or public property belonging thereto. 

+ * * establish an executive agency which may exercise such jurisdiction 
and control over the production of airplanes, ete. 


And provided that— 


* * è moneys heretofore and hereafter appropriated for the use of any 
executive department, commission, bureau, agency, office, or officer shall be ex- 
pended only for the purposes for which it was appropriated under the direction 
of such other agency as may be directed by the President hereunder to perform 
and execute said function. 

* * * should the President, in redistributing the functions among the 
executive agencies as provided in this act, conclude that any bureau should be 
abolished and it or their duties and functions conferred upon some other de- 
partinent or bureau or eliminated entirely, he shall report his conclusions to 
Congress with such recommendations as he may deem proper. 

The Overman Act thus granted no new powers whatever to the 
Executive branch as a whole and specifically withheld power even to 
abolish a bureau. It has expired by its own limitations. 

I think it is fair to conclude that Mr. Baker’s opinion is that the 
President derives by constitutional implication all the power that is 
necessary to stablize prices and control resources or to carry into 
effect the recommendations I have made. and that the only statutory 
enactment necessary is a revival of the Overman Act. As I said in 
my original statement, I think the Overman Act should be revived in 
a future war. 

To a similar result as to the effect of specific enactment to limit 
implication and the so-called war powers of the President was the 
testimony of Commander McNutt (p. 212). 

It may appear somewhat inconsistent to those who were in or near 
war-time administration for me now to express an opinion against 
this point of view. I think I was one of the original protagonists of 
“no definition.” Every other war-time administration had some 
specific statutory authority, but the War Industries Board had none. 
When it was offered we were afraid of it for the very reason Mr. 
Baker states. As I have repeatedly explained, we built up our whole 
system of control on the threat of commandeering, price fixing, and 
the priority system. But I can not agree with Mr. Baker that we 
thought we were acting under a war power in the President. that was 
wide enough to include every power sought to be donated by the Cap- 
per-Johnson Act—price regulation, control of industry and resources, 
draft of men for military service. 

We had no power to commandeer. The War and Navy Depart- 
ments had that. But they did not get it from the President. They 
got it from Congress by specific statute. Everybody acknowledged 
that Congress had that power and the threat to invoke it was suff- 
cient whether we were to get it by utilizing the War and Navy 
Departments’ specific authority or to ask Congress to give it to us 
for new necessities. Similarly, there was specific authority in the 
President (by statute, not by implication) to prescribe priority in 
car service. Also, under the national defense act and in several other 
acts manufacturers of war supplies were under the President’s orders 
to give priority to war orders. We built our whole complex system 
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of priorities on these two statutes, at last analysis, by threatening to 
\refuse priority on car service if other priority ratings made without 
such specific statutory authority were not acquiesced in. There was 
such close coordination between our board and the War, Navy, Treas- 
ury, food, fuel, war trade, shipping, and Emergency Fleet depart- 
ments, that although we had no statutory commandeering powers 
or priority powers our orders were backed = their specific statutory 
authorities and the authority of the President under the Overman 
Act to reallocate and redistribute functions and organizations. 

In none of the legal advice taken as we set up these extraordinary 
functions do I recall any to the effect that such powers rested in 
the President by implication. Had that been the case there would 
have been no problem in controlling industry during the World 
War—there were plenty of problems. 

We are here discussing a purely legal question, and I am no lawyer. 
I am advised that this view is entirely correct. Briefly as I under- 
stand it the reasoning is as follows: 

The power of the President as Commander in Chief of the Army 
and Navy relates to the administration and use of those forces as 
what they are—the military arm of the Nation. The office of Com- 
mander in Chief does not of itself, even in time of war, extend 
powers of the President vis-a-vis the coordinate great branches— 
legislative and judicial—of our constitutional government. 

Certain acts of President Lincoln—as, for example, the emanci- 
pation proclamation—are often adverted to, but there is no question 
that the Commander in Chief in respect. of conquered territory or 
even perhaps of territory under martial law has authority in its 
Nature ee and to some extent judicial. Lincoln was 
acting under express statutory authority from Congress to suppress 
rebellion, and his acts were done under recognized principles of the 
law of war as applied to occupied enemy territory. The emancipa- 
tion proclamation was justified as a military measure against a com- 
mon enemy. 

We are here considering implied powers of the President affecting 
not an enemy but the domestic civilian population—in other words, 
we are considering powers, not relating to the President as Com- 
mander in Chief of military forces but as Chief Executive of the 
Nation. I am advised that the Constitution implies no war powers 
in anybody in derogation of its specific provisions, among which is 
a clean-cut definition as between the functions of the legislative, the 
executive, and the judiciary. In this view the President could not 
draft soldiers on any implied powers. He could not commandeer 
plants and facilities even for military supplies without statutory 
authority because the Constitution specifically provides that Con- 
gress shall “ raise and support armies ” and “ provide and maintain ” 
a navy. I understand that the Supreme Court, in the case of Mitchell 
v. Harmony, passed very directly on this point. Similarly the Presi- 
dent, relying solely on implied powers, could not, to the complete 
exclusion of the courts, fix prices because the Constitution provides 
specifically for “ just compensation ” and it has been invariably held 
by our Supreme Court that at least final determination of what con- 
stitutes just compensation is a ee and not an executive function. 

I am further advised that the Supreme Court, instead of finding 
such war powers as we are here discussing in the President “in 
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abundance,” as Mr. Baker suggests, has invariably denied the exist- 
ence of such powers in every single instance in which a case which 
relied on that theory has come before it. 

True it has found almost unlimited war powers in the Govern- 
ment, but it has traced those powers to the same great branches of 
Government to which the Constitution allocates them in peace, and 
the matters we are discussing all fall within the domain of legislative 
and not executive war powers. 

As a layman, I hesitate even to express a conjecture in the face of 
the opinion of so distinguished a constitutional lawyer as Mr. 
Baker, and of course the commission will take its own legal advice. 
On the other hand, I sincerely believe in the suggestions [ am mak- 
ing. I earnestly hope for their adoption. I could not sit silently 
and see them impaired by such an opinion if it is possibly in error, 
and I have been shown language of the supreme court which 
inclines me to think very strongly that it is in error. 

In the case of United States +. Smith (39 Federal 851) a Circuit 
Court of Appeals specifically addressed our method of fixing prices 
and regulating industries by a sort of synthetic authority (such as 
I have described) based on the commandeering and priority powers 
of other departments of administration. The court in its opinion 
described the process much as I have described it here and then 
declared it wholly invalid in its application to the circumstances of 
the case before it—regulation of the wool industry and fixation of 
wool prices. The gist of the decision was that a body without any 
statutory powers whatever could not use powers created for other 
purposes to accomplish a purpose not contemplated by any statute. 
When I recall that we were then operating under the Overman Act 
and that the President had funneled all commandeering power 
through us, I get little comfort from Mr. Baker's view that the 
Overman Act coupled with the President's war powers are suthcient. 

Entirely apart from technical legal precedent and reasoning, it 
certainly is a novel conception to think that the President, without 
any statutory authority, can raise an army by selective draft, take 
over any property he deems necessary, regulate prices and control 
any resources of the country. It is simply to sav that, in war. 
whenever the President decides that a dictator is necessary, he actu- 
ally becomes (by the force of his own decision alone) a dictator. 

I think we must have this statute, and considering the breadth of 
its terms I can see no restriction on implied powers even if they 
exist. If they do not exist of course no amount of definition or 
specific donation could limit them. 

VIII. General stabilization would very substantially reduce the 
cost of war and conversely would prevent enormous postwar increases 
in the real burden of war debts. 

In my prepared statement I concluded, among other things, in 
respect of the effect of general stabilization (p. 54): 


It would reduce the cost of war by 50 per cent, and I believe by un even 
greater figure. 


On page 33 I said: 


Inflation enormously increases the cost of war and multiplies burdens on the 
backs of generations yet to come, The war debt of the Nation is necessarily 
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incurred in terms of debased dollar values. In the inevitable postwar deflation 
the debt, of course, remains at the inflated figure. Thus the bonds that our 
Government sold in the World War for 50-cent dollars must be paid through 
the years by taxes levied in 100-cent dollars. 

On the same page I placed our total war expenditures at $39,000,- 
000,000. 

On page 126 of the record appears the following: 

Senator RoBINsON. If I understand you, Mr. Baker, your opinion is that a 
statute authorizing the freezing of prices as of a given date is not only not 
necessary but is undesirable. 

Mr. BAKER. In my judginent it is. Senator. We had no such statute in the 
World War, and, in my judgment, after we got going and realized the char- 
acter and extent of the emergency, we were able successfully to cope with the 
price situation with the law as it was then. 

Senator RoBINSON. What would be the natural effect on prices if no limitation 
were imposed at the beginning of the war? 

Mr. BAKER. Well, Senator, I hesitate to try to answer that question compre- 
hensively. I can not. But I think you will find. and I think that Colonel Ayres 
can prove it to you, that the thing that happened in this country was that prices 
went up enormously before we went into the war. * * * 

Colonel Ayres’s testimony begins at page 151 of the record. After 
saying, “ We spent, roughly, $22,000,000,000 from the time we entered 
the war,” he remarks: 

If one takes those various allocations of expenditure and the shifting prices. 
of commodities during the whole period, he may then address himself to answer- 
ing the questions of what would have happened in the matter of war costs if 
prices had been frozen as of the first day of the war. The result seems to 
indicate that for our entire effort * * * there might have been effected a 
total saving of approximately 10 per cent of the cost. 


On page 168 the following appears: 


Mr. Coiuins. I take it that vou feel that a general price freezing would not 
be of as much benefit to the country as has generally been assumed? 

Colonel AYRES. No, sir. 1 think on the contrary that it would, on the one 
hand, bring very great administrative difficulties and, on the other, that it would 
insure a good deal of profiteering. 

(These suggestions of profiteering and difficulty have been an- 
swered on pages 25 and 30 of this statement.) 

Before proceeding to discuss the issues raised by the divergencies 
just quoted, it 1s pertinent, I think, to notice the fact that within a 
few days after his testimony here, Colonel Ayres was widely quoted 
in the metropolitan press of April 16 as showing that, by reason of 
the decline in purchasing power of money since the settlement of the 
British war debt to us, and notwithstanding payment by the British 
of one-third of their debt to us, the actual burden of that debt on 
the British people had been doubled. On this reasoning he seems to 
conclude that the only way to restore prosperity 1s for us now to step 
in and. by debt adjustment, to take on our own backs this more than 
doubled burden. So much of this as pertains to the effect of deflation 
to double debt is, of course, merely repeating in different words what 
I said when I estimated that the effect of inflation during war and 
inevitable postwar deflation was to double the burden of war debts 
on our people. 

Since Mr. Baker seemed to predicate at least a part of his opinion 
on what Colonel Ayres later said and since the latter’s statistical 
conclusions are so different from those I have seen and used, I must 
consider his testimony in detail. He said (p. 161) as a basis for 
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his deduction that we might have saved 10 per cent by general price 
stabilization: 


We spent for the war roughly $22.000,000.000 from the time we entered 
the war. 


Pausing here only long enough to observe that 10 per cent of 
$22,000,000, 000 is $9 200,000, 000, which happens to be about double 
the total gross public debt of the United States in 1916, I trust that 
we would not exactly smile such a saving away in these discussions. 
I am. of course, wholly unwilling to accept Colonel Ayres's estimate 
as the limit of possible savings, 

In the first place Colonel “Ayres” s method of computing savings, 

“if prices had been frozen on the first day of the war.” is entirely 
inappropriate to my statement before this commission. 

I said (p. 33): 

There was a robust inflation here before we ever entered the war. Further- 
more, nearly 12 months elapsed after our declaration before we had evolved 
controls and organization capable of conducting our own aud our associates’ 
procurement activities and of controlling price. 

In concluding that my suggestion would reduce the cost of war 
50 per cent. I made it quite clear that I referred to savings possible 
in any future war where price freezing would be applied before 
inflation had started (p. 36): 

Another distinction between all previous attempts (at price control) with 
whieh I am familiar including that of the World War, and the present sug- 
gestion is that what is here proposed is that we apply the organization and 
method developed in 191S—not after rampant inflation has run away with 
our economic structure—but at the very outset. 

For these reasons Colonel Ayvres's statement that this suggestion 
would have saved only $2,200,000.000 if applied in April, 1917, is 
not responsive to my statement here and not really germane to the 
issue. Also the effect of his method of computing a possibility of 
10 per cent saving in the World War and then using that computa- 
tion to base a conclusion that initial price freezing would * not be 
of much benefit ” in a future war is, of course, very misleading. I 
think I can show ample justification for the accuracy of my state- 
ment that general price stabilization will save 50 per cent of the 
cost of anv future war. 

Even with this qualification, however, I must still take issue with 
Colonel Avres’s advice to the commission that price freezing in 
April, 1917, would have saved only $2,200,000.000. 

According to the report of the Secretary of the Treasury, 192%, 
pages 646, 647, our war expenditures by fiscal years for the technical 
period of the war were roundly: 


J917 ____. $1, 233, 000,000 | 1921 2 $3. 817, 000, 000 
o caro da 12, 339, 000, 000 PERE 
TOTO ASS 17. 459. 000, 000 Total 40, 020, 000, 000 
1920 2-a 5. 172, 000, 000 


The purchasing power of the dollar according to the Department 
of Labor index was as follows: 


AA TE E ETA 11S TO esaa 65. 4 
IA es A AAA IA 102. 9 
E AAA AI 76.4 | 1931 (March) --------.--.---- 134.2 
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I do not want to get into an argument on figures with a distin- 
guished economist, but it does seem to me that, in order to establish 
the conclusion that general stabilization at the outset of a future 
war would not be of as much benefit to our people as has generally 
been assumed, Colonel Ayres took an initial figure of outlay, 45 per 
cent tco small, used the wrong base for estimating savings in a future 
war (April, 1917, instead of July, 1914) and arrived at a percentage 
of savings (even on his own inappropriate assumptions) about 29 
per cent too small, 

There is a wide variety of figures extant. on costs of the war. Vari- 
ation Is due to variety of assumption. What we are here considering 
is the effe:t of inflation to increase war cost and of inevitable defla- 
tion to double war debt. From this point of view, I think we should 
take total outlay as the figure from which to compute effects. That 
is the figure which we have to finance by taxation or borrowing: 
That is the figure which determines our debt and the future burden 
on the backs of our people. That is the inflated figure whose in- 
evitable deflation invariably inflicts the world with seasons such as 
we are suffering now. 

The annual report of the Secretary of the Treasury for 1928 (p. 
564) shows our total war outlay, including continuing costs to June 
30, 1928, as over $49,197,000,000, including some nine billion, six hun- 
dred thousands of loans to the Allies, in respect of which the Secre- 
tary of the Treasury, in his report for 1927, estimated there had been 
a reduction of 40 per cent from “present values ” by reason of the 
debt settlement. 

To reduce this forty-nine billion and odd dollars to a workable 
figure of total outlay involves a maze of bookkeeping and a variety 
of assumption. In an exhaustive analysis published by the Bankers 
Trust Co. and referred to as authority by the Secretary of the Treas- 
ury in a letter to me dated August 7, 1930, Mr. Harvey Fisk (p. 325, 
“ Inter-Ally Debts”) computes for each nation what he calls “ total 
expenditure ” in the war to include the technical end of the war— 
June 30, 1921. His figure of “total expenditure” for the United 
States is $39,447,000,000. It was to this figure that I had reference 
in saying that our total outlay was $39,000,000,000. The report of 
the cercar of the Treasury for 1927 (p. 647) computes this item 
at over $40.000,000,000. Mr. Fisk also computes what he calls “ net ” 
cost for each nation and ours is $36,186,000,000. This is very close 
to what the Treasury computes as net cost—$36,360,000,000. The 
lowest figure used by the Treasury after deducting over six billions 
paid by us as interest on the debt, one billion of military and naval 
-compensation, over one-third of a billion in property turned over by 
the War Department to other departments without cost, and the 
entire portfolio of allied obligation to us is $27,189,000,000. Mr. 
Fisk also computes what he calls “ direct cost ” for each nation for 
the fiscal years 1917-1920, inclusive, and that for the United States 
15 $26,593,000,000. In all this confusion of final figures, 1 have been 
unable to find Colonel Ayres's figure of $22,000,000,000. 

I am not particularly interested to find it because, for reasons 
-already stated it seems clear to me that, whatever amount we might 
have been able to reduce from total outlay would have been net saving 
of public treasure. No matter what figure we take the effect of 100 
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per cent inflation on that figure will be to double the cost or—con- 
versely—the result of an inevitable 50 per cent postwar deflation 
will be to double the debt. 

An interesting confirmation of my estimated 50 per cent or more 
saving by price stabilization, and also of the beneficial effect of our 
partial price fixing, will be found at page 328 “ Inter-Ally Debts * 
A n to above, where Mr. Fisk computes the direct cost to 
Allies (including ourselves) and enemies for the “second part ” of 
the war (fiscal vears 1917-1920, inclusive), and then recomputes this 
cost in “1913” dollars. Results are as follows: 


! ' 


I II | 
Courtry Direct cost in | Direct costin Ratio Column 
currency dollars ‘‘1913"' dollars lto Colunin IT 
, | i Per cent! 

United States... 20.222 ee eee cee eee ee cece cee! $2, 593, 000, 000 | $12. 212, 000, 000 ' 217 
Associated powers except United States.............. | 78, 528, 000, 000 | 21,259, 009, 000 5539 
Central powers_..... 2 eee ee eee ee eee eneeee- 41, 774, 000, 000 ' 12, 428, 000, 000 316 
een a 0 


Total for all belligerentS...............o.oo.-... | 146, $95, 090, 000 | 45, 899, 000, 000 312 


On these figures I based my conclusion on page 54 of the record 
with reference to general price stabilization at the outset of war: 

It would reduce the cost of war by 50 per cent and I believe by an even 
greater figure. 

It might interest the commission to know that wholesale prices 
in England showed a rise of $8 per cent during the Napoleonic wars, 
followed by a decline of 14 vears to the pre-war norm. During the 
four years of our Civil War, wholesale prices in the United States 
practically doubled and reached the pre-war norm after 15 years of 
deflation. Wholesale prices in the United States reached a peak 
of 226 per cent of the pre-war figure in 1920, stood at 120 per cent 
at the end of 1930, and are now—11 vears after the peak—about 104 
per cent of the pre-war level. (Computations, except of present 
status, are to be found in Economic Outlook for Agriculture, by 
G. F. oe professor of agricultural economics, Cornell Uni- 
versity. 

In the face of such facts as these, it is a little difficult to follow 
this witness's statement that general stabilization “would not be of 
as much benefit to the countrv as generally has been assumed.” 

Another aspect of Colonel Ayres's testimony which seems critical 
of the suggestion of general stabilization but which is cast in such 
form as to make it difficult to bring it to a clear-cut issue is that, 
In computing what he calls a saving of 10 per cent possible if we 
had general price freezing, his method omits to consider that we 
did have partial price freezing and that it did save a great deal more 
than $2,200.000,000. 

For example, he considers what the price of iron and steel was 
at April, 1917, then savs it declined 11 per cent during the war, 
and obviously omits to include the effect of that decline in con- 
cluding that general stabilization would not be of as much value 
as has generally been assumed. The fact is that the Government's 
index for iron and steel prices for 1914 was 61.4. In April, 1917, 
it was 154.2. In July, 1917, it was 227.6. We fixed prices in Sep- 


“WAR POLICIES COMMISSION 827 


tember, 1917, by a flat downward revision, and in October, 1917, 
by reason of such fixing it was 143.7. The effect of this on the gen- 
eral price index was very great. Considering the magnitude of the 
textile industry and the effects of rents on the cost of living, it is 
interesting to speculate on what would have been the savings if those 
two price groups had also been stabilized. 

I will not weary the commission with similar figures for other con- 
trolled commodities. There is, I think, in your record an exhaustive 
study showing all these controlled movements. (Bulletin No. 3, War 
Industries Board price section.) It will show you in a series of 
amazing graphs, beginning at page 507, similar results, varying of 
course in degree and time, for sugar, wheat, iron and steel, coal, 
coke, and petroleum, and by great groups (pp. 26 and 27), 
the effect of control on prices of food, clothing, rubber, and paper, 
metals, fuels, building materials, and chemicals. I shall not attempt 
to try to estimate what these savings were, but I venture to say that 
no one who examines these data will be greatly impressed by Colonel 
Ayres’s computation that price freezing at April, 1917, would have 
saved this Government only $2,200,000,000. 

One way to get some idea of the saving is to observe the table on 
page 57 of this statement, which shows that against an inflation for 
us—over 1913 prices—of 117 per cent our associates suffered an 
inflation of 269 per cent and our enemies 236 per cent. Price control 
abroad was not as effective as it was here. 

IX. Statutory provisions: I have had drafted and append hereto 
a form of statute. I want to make it very clear that this draft is not 
submitted as a suggested bill. It is lacking in many details. I had 
it prepared solely for the purpose of raising in form appropriate for 
discussion by your legal advisers some of the incidental matters raised 
by my principal suggestion. This was necessary because, without 
some such vehicle of exposition, a legal precisionist might possibly 
conclude that this or that resultant application of the principal sug- 
gestion would raise constitutional barriers and so dismiss the whole 
suggestion. 

1 shall not weary the commission by reading the draft and certainly 
I shall not attempt to discuss the legal questions involved. General 
Johnson, who was instrumental in drawing up the selective service 
legislation, as it was submitted to Congress during the war, and who 
wrote the selective service regulations, assisted in preparing this 
draft. He has been called by you and can discuss any legal ques- 
tions you may have. 

In brief synopsis: 

Section 1 limits the extraordinary powers donated to the President 
to the period of the war. 

Section 2 authorizes the President to proclaim a day on or about 
the day of declaration of any war as of which he thinks abnormal 
disturbances in the general price structure are at a minimum. 

Section 3 provides that 10 days after such proclamation and there- 
after during the war prices in effect on that day shall be deemed fair 
market prices. i 

Section 4 authorizes the President to adjust any such fair market 
price either upward or downward. 

Section 5 makes it unlawful for anyone to buy or sell at a higher 
price than the fair market price or that price as adjusted and, obliter- 
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ates legal rights to recover any excess charged or contracted for, and 
contains a penal provision for violations. 
Section 6 is a safety provision against the contention that the 
frozen price might catch somebody with goods on hand bought at a 
higher price than fair market price on the proclaimed day and that 
the proclaimed price therefor constitutes confiscation. it permits 
such an individual to sell at a selling price in excess of the fair 
market selling price but not in greater excess than that of his cost 
over fair market cost price. 
As a matter of practice it is doubtful whether such a seller could 
find a buver at the kde prices in a case when the market would have 
been stabilized at a lower price by the proclamation but this circum- 
stance has been held by the Supreme Court not to constitute con- 
fiscation. 
Section 7 authorizes the President to fix prices piecemeal if he 
decides against general stabilization, and contains a safety provision 
similar to section 6. 
Section 8 legalizes the power of the President to create such a 
priority system as was synthesized in 1917 by the War Industries 
Board. 
Section 9 donates to the President general commandeering power 
with a provision for just compensation. 
Section 10 provides that if a person accepts fair market price as 
determined by the statute, he shall be deemed to have accepted it as 
just compensation and makes it clear that the statute itself compels 
nobody to sell at the fixed price. 
Section 11 is another safety provision. It gives any person a right 
to compa to executive agency that the fair market price deprives 
him of just compensation, that agency may then commandeer in 
which case the question of just compensation is first determined 
administratively with a right of appeal to the courts. If that agency 
does not commandeer, the complainant is given the right to have the 
United States attorney proceed against his property by libel in con- 
demnation and judicial sale, analogous to proceedings in admiralty, 
but at a price no higher than whatever the court deems just compen- 
sation. This section applies only to things and not to services or 
estates in real property in which latter cases it would be inappro- 
riate. 
P Section 12 entitles a person who complains of a rate of service or 
rental, determined by the statute. to apply to enjoin the rate as to his 

articular case alone on the ground that the established rate is not 
just compensation. If successful, the rate is enjoined as to him but 
the injunction is to be of no effect if the particular rate is adjusted 
upward by at least 10 per cent under the authority of the President 
except that the complainant may again apply for an injunction 
with similar effect. 

The obvious purposes of sections 11 and 12 are to leave open an 
appeal to the courts in any case. Except for a few particular in- 
stances of unforseeable hardship, which ought to be relieved, it is 
not believed that these provisions would result either in much ad- 
ministration or in material effect on the general purpose. If under 
section 11 the property is a shortage item in great demand, the 
Government will commandeer. If it is not, then nobody will pay 
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more than the stabilized maximum because, that being the market 
price, everybody knows that the material is available at that price. 

There are three possible conditions as to general prices: (a) A 
fairly normal situation such as, let us say, that of 1928; (6) an 
unusual depression, such as 1921; (c) an unusual distortion, such as 
1917. In any one of the three cases we simply clamp down a ceiling 
on the whole structure and then move to correct inequities. In cases 
(6) and (c) there would be much for the price-fixing commission 
to do. In case (a) there would be very little to do. 

I might add here—I do not find it in the statement—that the mere 
existence of a power somewhere to clamp down a ceiling on prices 
puts everybody on notice and will of itself have a tendency to de- 
press prices; or, the mere existence of that power in the hands of 
the President. will have a tendency to keep the prices from rising. 

We must try to reconstruct for ourselves, in considering all these 
= matters, the whole plan of control here advocated and the psycho- 
logical aspects of a great war. I am prepared to agree with anybody 
that, without the whole system of integrated industrial control rec- 
ommended here, no price stabilization can be effective. 1 am also 

repared to agree that without a great surge of popular and patriotic 
Inspiration neither the selective draft nor price-fixing nor any other 
sacrificial statute can be enforced. I have no apprehensions as to 
the effectiveness of these proposals. 

My view is that price freezing would establish a recognized market. 
I believe that, with vigorous education on the principles here pro- 
posed, that market would have an almost fanatical support by the 
public in whose interest the whole scheme is devised—just such a 
situation as Mr. Baker described here in telling how our people 
voluntarily accepted and made their own heatless, meatless, gasless, 
breadless, ete., days, and woe to him who violated them! I believe 
that this spirit would be even more intense to support prices against 
inflation because that adds acute self-interest to enthusiasm. 

For these reasons I feel sure that resistance even bv appeals to 
courts would be very unpopular, that under the safety provisions 
whether by judicial sale or permission to sell at a higher than market 
price. no complainant would get a higher price, that the courts 
would not be generous in dealing with such cases, and that after a 
few early educational attempts to use the safety provisions we would 
hear no more about them. 

As I have said, framing of the statute is work for other hands 
than mine. There may be—and doubtless are—other and better 
mechanical and legal methods. The one before you is merely a 
vehicle for discussion. 


CONCLUSION 


X. I regret that this reply had to be so long and so much in detail. 
I felt that. having made a suggestion here in respect of which some 
contrary opinion was expressed, it was incumbent upon me to show 
that the suggestion was not imposed upon you lightly and after 
immature deliberation. On the contrarv, because the experience of 
nearly every witness was confined to his particular valley of effort 
and because my own place happened to be at the confluence of all 
valleys, it seemed to be my duty to this commission to examine for 
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it, every detail of criticism from each of these particularized points 
of view, in the light of the broader and more intense experience of 
prime responsibility. 

In my own mind, at least. these criticisms have been very welcome 
because they have enabled me to test my original conclusions from a 
variety of angles—an experience which has strengthened and con- 
firmed me in my opinion that the suggested plan is right and of 
overwhelming necessity to this Nation. The War Department 
criticism was particularly helpful. It enabled me to clear up a 
misunderstanding, with the elimination of which, I am informed by 
General Moseley, that we are in complete accord on the subject of 
general price stabilization. If there is any doubt about this, Secre- 
tary Hurley can clear it up. or, if the commission sees fit, it can call 
General Moseley. 

There is a letter here from General Moseley which I would like 
to have read at this time, if I may. 

General JoHNsoN (reading) : 


May 22, 1931. 

My Dear Mr. BARUCH: Our recent conversations have served to clear up in 
my mind many of the deubts that had occurred to me originally in contemplat- 
ing an application in emergency of the general proposal tu “ freeze” prices by 
governmental fiat. 

As I now understand it, your plan would fix initially for each locality, under 
similar conditions of sale, a maximum price for each commodity, to be deter- 
mined by the highest price prevailing in the particular community at the time 
of the promulgation of the order. In the original text it was apparently 
implied that the fixed maxima might be taken as those existing on a relatively 
remote antecedent date, a procedure that to my mind would cause certain and 
Widespread injustice. 

It is my present understanding also that there is contemplated no com- 
pulsory sale to the Government or to individuals at the price so determined, 
but rather a prohibition to buy or sell at a greater price. The citizen's right to 
appeal to the courts in those cases where his property is commandeered by the 
Government is unimpaired. 

The provisions of the plan. as explained to me. are apparently sufficiently 
flexible to meet the requirements of special and unusual cases. Further. the 
administrative power to be reposed in the President should enable him to eope 
with changing conditions, including those incident to such inflation as is 
necessarily occasioned by governmental inability completely to meet current 
obligations out of current tux receipts. 

The War Department has long recognized the great desirability in emergeney 
of applying every possible influence to prevent grotesque distortion in normal 
price patterns. Since every price is a resultant of effects of all other prices, 
it is apparent that any piece-meal attempt to solve the problem must have as 
its ultimate aim the establishment of a proper relationship among individual 
prices on a scale that would insure essential production and cause the minimum 
of injustice, both to the individual and to the Government. The desirability 
of finding a formula that would accomplish this end at the outset and effectively 
limit initial distortion is, or course, obvious. For instance, the problem of 
determining fair prices for items of munitions not manufactured in peace 
would be greatly simplified if we could be assured that no sudden price chanyes 
would occur in any essential element of production during the life ef the 
contract. 

Increased profits would be traceable principally to increased production, 
and consequently much easier to evaluate than if occasioned also by fortunate 
speculation in a rapidly rising market. War profits would thus be more 
accurately determined, and as a consequence more readily recaptured throuzh 
adequate tax laws. 

I feel that if it should be determined that there exists no constitutional bar- 
Tier to establishing in an emergency a series of price maxima that shall nor 
be exceeded except upon governmental authority one important step in mini- 
mMiziag inflation would be accomplished and the problem of eliminating profit- 
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eering and distributing war's economic burdens equitably made easier of solu- 
tion. Assuming that I have correctly stated the fundamentals of your proposal 
for a so-called “ price freezing ” in emergency, I can state that in my opinion 
it would be a highly desirable war measure, 

Inasmuch as your constant cooperation has been of such tremendous value 
to the War Department in the development of plans and proposals dealing 
with the economice and industrial problems incident to an emergency, permit me 
to express my satisfaction that our personal ideas on this particular point seem 


definitely to be druwing to a close accord. 
. Gro. Van H. MosELY, 


Major General, United States Army. 


Mr. Baruch. I am very glad to get that letter, because for 13 
years I have been coming down and working with my associates 
1gthe War Department, and I could not feel we could be so divergent 
in our views as indicated in General MacArthur’s statement, and 
after discussing it I found there were some mutual misunderstand- 
ings, which have now been so happily cleared up on those two im- 
portant items. : 

Finally, in closing I think I should disclaim any desire to appear 
here as either a dictator or a doctrinaire. Having been accorded 
unusual responsibility and honors in the war, I feel a duty to record 
with: meticulous care my experience and recommendation. It seems 
tohave brought me into slight differences of opinion with some men 
of great distinction in career and attainment, nearly all of whom are 
my personal friends, the objects of my affection and regard. I trust 

. that in the warmth of advocacy I have given offense to none and that 
all these men will credit me with the same motives which I know 
actuated them—a sincere and earnest desire to preserve in the record 
opinions based on experience which may prove of value to our 
common country. 

Mr. Corns. Mr. Baruch, you said something there about an 
agreement with General Moseley. I was not here at the time General 
Moseley made a short statement, but I read his statement, and I do 
not find he has proposed any plan at all. And an agreement with 
General Moseley would not be, as I uderstood it, an agreement with 
the responsible parties in the War Department. 

Mr. Baruch. General Moseley, as I understand, represents the 
Chief of Staff of the Army. 

Mr. CoLLins. General MacArthur is the responsible party. 

Mr. Baruca. We made the statement to General Moseley. I have 
been in contact with him for years, and he has been the man working 
up the details of the general industrial plan. 

Mr. CoLLins. How does General MacArthur feel about this matter ? 
Have you discussed it with him? 

Mr. Baruch. I have not discussed it, but I assume, he being the 
superior officer, General Moseley would not move without his ap- 


proval. l 
Mr. CoLLixs. After the prices are frozen, then there would be a 


board ? 
Mr. BarucH. A price-fixing commission. 7 
A” Mr. CoLLixs. Yes; and interested parties could appear before this 
¿board ? l 
» Mr. Baruch. Yes, sir. And you know during the war, Congress- 
“ men, we fixed them only for certain periods, and any interested party 
y could come who felt they had been wronged. 
o 7 48440—31—PT 3 23 
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Mr. CoLLixs. Here is what I have in mind about it: Would not 
that result in merely the persons who wanted the prices raised ap- 
pearing before the board? In other words, would it not be largely 
an ex parte proceeding ? 

Mr. Baruch. Well, in the war most of the proceedings were moved 
by the Government in getting the prices down. 

Mr. Coturns. I know. 

Mr. Baruch. It was an extraordinary case where prices went up. 

Mr. CoLLixs. I know; but this would be the opposite. 

Mr. Barccu. The producers might readily come; it would be 
there for that purpose. 

Mr. CorLixs. And the people who would largely attend those hear- 
ings would be people interested in raising the prices. 

Mr. Baruch. No. The consumer would be notified so he could 
appear and the price-fixing commission, particularly the representa- 
tives of the War Industries Board, would be there for the purpose 
of taking care of the civilian interests. For instance, during the 
war I inaugurated a movement to fix the price of shoes. We did it 
representing the public. It was the War Industries Board versus 
the makers of shoes. And we were then proceeding to the next 
question of rents and of clothing. 

Mr. Cotirns. But your problem there was exactly the opposite of 
what it would be if your plan were adopted. 

Mr. Baruch. It might be so under some circumstances; I am will- 
ing to admit that. Then your argument is these ex parte producers 
would get higher prices? 

Mr. CorLrixs. Yes. 

Mr. Baruch. I would not keep the court closed to anyone. I 
would keep it open to the producers and consumers. 

Mr. CoLLrxs. I have no doubt that is true, but it seems to me they 
would be the only ones. 

Mr. Baruch. They might be, but they won't necessarily get higher 
prices. 

A Se CoLLixs. Well, they would have their facts pretty well in 
and. 

Mr. Barccu. If their facts would justify it they would be en- 
titled to it. : 

Mr. CorLixs. And the other side would probably not be present. 
You know the courts have taken the position they would not render 
what is known as advisory opinions. The only State in the Union 
where an advisory opinion can be had from the supreme court of 
that State is the State of Florida. And they have declined to render 
advisory opinions on legal questions because they said that both 
parties were not present and where probably all of the legal proposi- 
tions would not be presented to them. And it seems to me the same 
argument could be raised against your proposal that would be 
raised against the advisory opinions by supreme courts of the States. 

Mr. Barucn. It might be possible to raise such an objection; but 
I presume that body will act with intelligence and hear both sides 
before making a decision. That is exactly what we did in the war. 

Mr. Cotrtns. But I am afraid the other side won't be present. 

Mr. Barrch. General Johnson has drawn my attention to the 
Interstate Commerce Commission. There they really represent the 
public, although there do appear both shippers and transportation. 
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Mr. CoLLINs. Sometimes they do not, though. 

Mr. Baruch. Of course, Mr. Congressman, I do not claim per- 
fection for this instrument 

Mr. Couns. I understand that. 

Mr. Barucn. And it may have its imperfections. 

ve CoLLixs. I am not saying this for the purpose of quarreling 
with you 

Mr. Baruch. I should think the proper way for this price-fixing 
commission to work would be to have all interested parties before 
them. 1 want to draw your attention to this—I am glad the ques- 
tion was prolonged now—the price-fixing commission, if you will 
recall, was made up of the chairman of the Federal Trade Commission, 
of the Tariff Commission, of a representative of labor, a representative: 
of agriculture, of a fuel administrator, the chairman of the War 
Industries Board, and one or two others. We tried to make them 
as semijudicial as we could—semigovernment and semipublic—to 
represent the interests of the consumer as far as we possibly could. 
We may have failed. Undoubtedly innovations may be introduced 
as a result of experience. 

Mr. CoLLiNs. What do you think about the advisability of adding 
further to your proposal the employment, at a fixed salary, of paid 
representatives of the various groups throughout the country—paid 
out of the Public Treasury but selected by them?  ' 

Mr. Baruch. You mean to have representatives from different 

arts? 
ý Mr. Corns. To have representatives of the other side present. 

Mr. Baruch. Like different districts of consumers? 

Mr. Corns. Yes. 

Mr. Baruch. I have not thought about it. At first blush it seems 
like a good idea, but I would not want to pass judgment on it instanter. 

Mr. Cortis. I do not know that I approve of it, but it is simply 
to bring out both sides to the controversy. Now, one more question: 
I have had presented to me here, of date May 19, what purports to 
be preliminary observations with reference to Mr. Baruch’s plan for 
fixing prices. It is signed by Alexander Holtzoff. 

Mr. Barucm. I have heard of that, Mr. Congressman. 

Senator Ropinson. He is an officer in the legal section. 

Mr. Baruch. I understand it is a legal document that arrives at 
no conclusion. 

Mr. CoLLrxs. Oh, it does; yes. 

Mr. Baruch. It does? 

Mr. CoLLiws. Yes. It virtually holds your proposal is unconstitu- 
tional. They do not say so, but strongly intimate that, and one would 
form that conclusion from reading it. 

Mr. Baruch. The gentleman is sitting here, 1 understand. 

Mr. CoLLins. I was just wondering whether the War Department 
had withdrawn this. 

Mr. Baruch. That I do not know. I did not discuss that with 
them. It never has been before me. 

Secretary HurrLeY. Had withdrawn what? 

Mr. Corus. This legal opinion. 

Secretary Hurtey. I have not seen it. It was just handed to. me 


right now. 
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Mr. CoLLrxs. It was mailed to me on the 19th of May. 

Mr. Hapiry. As I remember it, it is a current study that gives a 
slant of the kind you mention, but stated they had reached no con- 
clusion and the study is in progress. 

Mr. CoLLIxs. I can put it in the record and we can see if it reaches 
a conclusion or not. I made inquiry about this man. I understand 
he represents the Navy and is perhaps a patent lawyer. I do not 
know, therefore, whether I would be willing to accept his opinion 
on a constitutional question. But this inclines to doubt the constitu- 
tionality of your proposal. 

Mr. Baruch. Mr. Congressman, I am not a constitutional lawyer. 
If you will submit that to me, I will be glad to submit to you my 
observations upon it. 

Secretary HurLey. If there is no objection, we will put it in the 
record. 

Senator Roprnson. When was this draft marked “Appendix I” 
first published ? 

Mr. Barc. Now. This is the first moment. 

Senator Rontnson. Has that been exhibited to the legal section, 
or anyone within your knowledge. 

Mr. Bartcn. Yes, sir. 

Senator RoBInsoN. When was that done? 

General JoHNson. About 10 days ago. 

Senator Roprnson. Was this so-called “ preliminary opinion 
from the legal section based on this draft of the act, or on the mere 
general suggestion? 

General Jomxson. On this draft. 

Mr. CoLLixs. That letter sending it to me was dated May 19. 

Senator Ronrnson. I did not recall that the draft referred to by 
the preliminary opinion, if I may call it that, took into consideration 
the provisions of the act which provided for hearing and court 
appeal. 

General Jounxson. I do not know to what extent they do. They 
were not verv specifically mentioned in the opinion, but I certainly 
can not agree with Mr. Collins that the opinion arrives at any con- 
clusion. It is almost exactly the same as the brief I put in, in sup- 
port of the statute. 

Senator Ronrnson. Whatever may be the interpretation of the 
opinion, and since great lawyers differ as to its construction 
[laughter], it will require somewhat careful attention; but the 
thought I am expressing now is, without admitting that it is within 
the power of Congress to legislate upon the subject at all, those pro- 
visions of the suggested statute which assure to the party complain- 
ing the right of hearing and of appeal to the courts would unques- 
tionably, in my mind as a lawyer, relieve it from any constitutional 
objection. The only constitutional objection that arises in my mind 
goes back and relates to the inquiry as to whether the Congress has 
power to regulate prices—to deal with the subject at all, and I have 
verv little doubt on that subject. It seems to me pretty clear if a 
statute gave the board the arbitrary right to fix a price and denied 
to the producer an opportunity for hearing and a determination on 
the question as to whether the price was unfair or unreasonable, or 
confiscatory, it would seem possible that the objection might be well 
taken. 
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Mr. Coxs. Quoting from the opinion, it says: 


It would seem, therefore, that any scheme for the regulation of prices which 
attempts to eliminate an Opportunity for a court review of the fairness and 
justice of the price fixed, would be unconstitutional. 


Senator Rostnson. That is the very point I made. 

General Jounson. But this draft of a statute provides for court 
appeal in every conceivable case. 

enator Rosinson. I remember that provision. That is exactly 
the reason I asked the question whether the preliminary opinion is 
based on the draft submitted here, or the mere general suggestion 
that prices be frozen as of a given date without regard to the right 
of hearing and appeal to the courts. 

General Jonnson. Mr. Holtzoff is sitting right here and he has 
informed me that opinion was written in view of the statute as it 
now appears in this study. 

Senator Roprnson. That part of the opinion has little concrete 
application and can not fairly be construed, as I see it, even to 
suggest that the proposed statute is unconstitutional ; because the 
statute itself does guarantee the right of review by the courts. 

General Jounson. That is the reason it was written that wa 

Senator Ronrnson. I assumed that to be true when I peal the 
statute in a casual way. 

Mr. HapLey. This question was practically covered, Mr. Baruch, 
when you answered the first question of Mr. Collins, perhaps, but 
it relates to the practical method of determining price, and in 
answer I understood you to say that you contemplated that would 
be done in the way of an inquiry by the price-fixing commission ? 

Mr. Baruch. Yes, sir. 

Mr. Hanuey. At the time when it got to that point, the commis- 
sion, sitting here in Washington or elsewhere, as it might see fit, 
would determine the fact and fix the limitation, which you propose 
as a maximum limit. Now, in doing that, would you have in mind 
recourse to advisory cooperation of local and regional boards that 
you might set up under the price-fixing commisison ? 

Mr. Barccu. There might have to be some changes. I have said 
this is not a perfect instrument, and there will be a great many 
exceptions. For instance, some prices might be different in different 
localities, on account of transportation and thines of that kind. 

Mr. Haber. I had that in mind. 

Mr. Baruch. In every price that was fixed—that is what we did 
in the war—the councils of defense of the States were the bodies 
which saw those were enforced, and 1f any inequalities or injustices 
came up, they would forward them to the central body in Washing- 
ton, where they were taken up on the basis of the new facts 
presented, 

Mr. HanueY. I was wondering, with that obvious difficulty in 
mind where the prices do vary in different sections of the country, 
if it might not be a feasible and desirable thing to have regional 
boards in the first instance. 

Mr. Barcen. That might be necessary. 

Mr. Haprey. And they to report their local recommendations for 
review by the price- fixing commission. 

Mr. Baruch. We did it exactly that way. For instance, on the 
question of restricting building, the general policy was dictated in 
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Washington, and the local people, when they found they were not 
just and fair in the circumstances, referred it to the central body. 

Mr. HanueY. That was just a rough thought that came to my 
mind without giving it any analysis about the difficulties arising in 
conflicting prices in different sections of the country, which I 
thought ought to be thoroughly considered if we resorted to this 
measure. 

Mr. Barccu. We had no difficulty in the one thing we undertook 
in working toward this general scheme I have laid out, which I have 
called “clamping down a ceiling.” That was in the fixing of the 
prices of shoes, and it worked out just in that way. The local people 
would bring forward anything they thought necessary and refer it 
to the central organization. 

Mr. Haptey. Under the selective service act, in carrying that out, 
we had local draft boards and they were of great assistance. It 
seems to me if you were going to do it in that way, under your plan 
you might want to have local or regional boards where the case aruse, 
and they could be created under the jurisdiction of the commission 
for providing them, and the commission could receive their 
cooperation. 

Mr. Baruch. I believe when we got into this general stabilization 
we would have to make regional, undoubtedly, the execution and 
overseeing of this thing in order to meet just such situations as have 
occurred to Vou, Sir. 

Mr. CoLLixs. Just one more question: Your discussions with Gen- 
eral Moseley the last few days, about which you testified a while 
ago, have been with regard to your proposal of freezing prices? 

Mr. Baruch. Freezing prices and the general mobilization plan. 

Mr. Couttrns. The entire mobilization plan? 

Mr. Baruch. No; the general policy. 

Mr. CoLLiNs. Of freezing prices? 

Mr. Barucn. Of freezing prices and general mobilization. 1 
mean our constructive program of having various committees on 
commodities, just as outlined on that sheet which you have before 

ou. 
y Secretary HurLeY. Again I thank you very much, Mr. Baruch, 
on behalf of the commission. 

Mr. Barccn. I am very much obliged to you gentlemen for being 
so patient with my long dissertation, 


APPENDIX I 


EXPOSITORY DRAFT OF STATUTE 


AN ACT To provide for the national defense by equalizing the burdens of war, preventing 
inflation and exeessive profits during war, reducing the cost of war, maintaining the 
credit of the United States, and procuring supplies for and preserving tbe morale of 
the military and naval forces and the civil population during war 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Conuress assembled: That those provisions of this act 
which create extraordinary powers in the President shall be in effect only 
during the period of any war declared by Congress, 

Sec. 2. That at any time during the period of any war declared by Congress, 
the Presidejit may determine and, by proclamation. announce a day on or 
about the day of such declaration as of which, in the opinion of the President, 
abnormal disturbances in the general structure of market prices in the United 
Stutes are at a minimum. 
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Sec. 3. That whenever the President shall determine and by proclamation 
announce a day, as provided in section 2 hereof, then, ten days after such 
proclamation and thereafter during the period of the war, the highest market 
price, as of such proclaimed day, at any place within the United States, for any 
service, right, or thing, except for the fee estate in real property, shall be 
deemed, and is hereinafter called, the fair market price for the same or a 
similar service, right, or thing at the same place and in similar circumstances. 

Sec. 4. That, whenever, the President shall determine and by proclamation 
announce a day, as provided in section 2 hereof, he may at any time thereafter 
adjust, either upward or downward, and by proclamation announce, any fair 
market price as determined by section 3 hereof and ten days after such procla- 
mation and thereafter, during the period of the war, such adjusted price shall 
have the same effect under this act as such price before such adjustment. 

Sec. 5. Whenever the President shall, by proclamation, announce a day, as 
provided in section 2 hereof, or, by proclamation, adjust a price, as pro- 
vided in section 4 hereof, then, ten days after such proclamation and thereafter 
during the period of the war it shall be unlawful for any person to buy, sell, or 
otherwise contract for any service, right, or thing at a price higher than the 
fair market price in effect as of such day or than such fair market price as 
adjusted and proclaimed by the President; and no purchase, sale. or other 
contract at a price in excess thereof shall carry any obligation between the 
parties thereto in respect of such excess; and whoever shall buy, sell, or other- 
wise contract for any service, right, or thing at a price in excess thereof shall, 
upon conviction thereof, be punished by a fine of not more than 32.000 or by 
imprisonment for not more than two years. Euch transaction shall be a 
separate offense 

Sec. 6. Whenever, in any criminal proceeding charging a violation of sec- 
tion 5 hereof, or in any civil suit for the excess of any price over fair market 
price as by this act determined, the person alleging it can show that the seller 
(or person bound by contract to render, transfer or deliver any service, right, 
or thing) purchased or contracted for the same prior to the date of the Presi- 
dent’s proclamation and at a cost price higher than the fair market cost price 
as by such proclamation determined, and that the excess of selling price 
charged or contracted for over the fair market selling price as by such procla- 
mation determined did not exceed the amount by which his cost price exceeded 
the fair market cost price as by such proclamation determined, then such 
transaction shall not be deemed unlawful, the obligation as between the 
parties of such purehase, sale or other contract shall not be deemed, by section 
5 of this act to be impaired and such showing shall be a sufficient defense to 
any prosecution hereunder, 

Src. 7. That after any declaration of war by Congress and before the procla- 
mation by the President of a day, as provided in section 2 hereof, the President 
is hereby authorized und empowered, wherever and whenever in his judgment 
necessary for any of the purposes recited in the title of this act, to fix and by 
prochunation announces the price of any service, right, or thing, except the fee 
estate in real property, and thereafter to adjust, either upward or downward, 
any price so fixed and by proclamation to announce such adjustment. Ten days 
after any such proclamation of a price or adjustment thereof and thereafter 
during the period of the war it shall be unlawful for any person to buy, sell, 
or otherwise contract for any service, right, or thing in respect of which such 
price has been so fixed or adjusted at a price higher than such fixed price or 
such price as adjusted; and no purchase, sale, or other contract at a price in 
excess thereof shall carry any obligation between the parties thereto in respect 
of such excess; and whoever shall buy, sell, or otherwise contract at a price in 
excess thereof shall, upon conviction thereof, be punished by a fine of not more 
than 82,000 or by imprisonment for not more than two years. Each transaction 
shell be a separate offense: Provided, however, That whenever in any criminal 
suit charging a violation of section 7 hereof. or in any civil suit for the excess 
of any price over such fixed or adjusted price, the person alleging it can show 
that the seller (or person bound to render, transfer, or deliver any service, 
right, or thing) purchased or contracted for the same prior to the President's 
proclamation at a cost price higher than that fixed or as adjusted thereby, and 
that the excess of selling price charged or contracted for over the fixed selling 
price, or such fixed selling price as adjusted, did not exceed the amount by 
which his cost price exceeded the fixed cost price or such fixed cost price as 
adjusted, then such transaction shall not be deemed unlawful, the obligation as 
between the parties of such purchase, sale, or other contract shall not be deemed 
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by this section to be impaired, and such showing shall be a sufficient defense to 
any prosecution under this section. 

Sec. 8, That the President is hereby authorized during the period of any war 
declared by Congress to determine the order of priority in which any manufac- 
turer, dealer, public service, or any other person or classes of persons shall fill 
customers’ or other orders, and after any such determination and thereafter 
during the period of the war it shall be unlawful for any such manufacturer, 
dealer, public service, or other person or classes of persons to fill any such order 
in any other order of priority, and whoever shall fill any such order in any 
other order of priority shall, upon conviction, be punished by a fine of not more 
than $2,000 or by imprisonment for not more than two years. Each trunsaction 
shall be a separate offense. 

Sec. 9. That whenever, during the period of any war declared by Congress, 
the President shall determine that all or any part of any property. renl, per- 
sonal, or mixed, or any estate, right, interest, use, or tenure in all or any part 
cf any such property should be seized for the furtherance of uny purpose recited 
in the title of this act, he shall first determine and tender just compensation 
therefor. and thereafter he is hereby authorized to requisition or Commandeer 
the same. Whenever any person having been tendered just compensation as 
just provided shall not be satisfied with the same he shall be paid 73 per centum 
of the amount tendered and shall thereafter be entitled to sue the United States 
in the manner provided by section 24. paragraph 20, and section 145 of the 
Judicial Cede for an amount which when added to such 75 per centum of the 
amount so tendered shall be just compensation. 

Sec. 10. Whenever. during the period of any war declared by Congress, any 
person sells or contracts to sell any service, right. or thing, he shall be deemed 
to have accepted the price in such purchase, sale or other contract as just com- 
pensation, whether the same be in violation of. or in accordance with. this act, 
and he shall have no further rights under this act in respect thereof, but this 
act shall not be construed as compelling any person to buy. sell, or otherwise 
contract: for any service, right. or thing at any price as hereby determined, 

Sec. 11. When any person shall refuse to accept any price as determined 
hereby for any right or thing, except such price for estates in real property or 
for services. Whether personal or not personal, on the ground that the same 
does not afford just compensation, he may. within thirty days after the date 
of the President’s proclamation by which such price is determined, notify such 
agency as the President shall designate in such proclamation. Such notice 
shall be in writing aud shall set forth the circumstances, shall describe the 
property and shall be accompanied by a demand upon him to «ll sueh properry 
at such price in writing including a tender of such price and signed bv any 
Federal officer or a similar demand and tender signed by a citizen of such 
State, Territory, or District resident in the city, county. or township in which 
such property is held and certified as to the facts recited therein by a justice 
of the peace of such county or any magistrate of similar or of higher jurisdic- 
tion. If. within thirty days after the mailing of a notice as provided for in 
section 11 hereof, such property has not been requisitioned or commandeered 
by the President as provided in section 9 hereof, such person may. in a writing 
setting forth the circumstances and attaching a certified copy of such notice 
with all inelosures thereto. notify the United States attorney for the proper 
district. Trt shall thereupon become the duty of such United States attorneys to 
proceed against such property in any district court of the United States within 
the district where the same is found by a process of libel for condemnation us 
in this section authorized. Jurisdiction is hereby conferred upon the district 
courts of the Unitel States to hear aud determine such suits in libel for cou- 
demnation and. if it shall be finally adjudged that such price so relused dues 
hot afford just compensation, such property shall be sold in such manner as 
the court may direct, but not at a price in excess of the minimum which the 
court shall in each case determine to afford just compensation, and the pro- 
cecds of such sale, less the legal costs and charges thereof. shall be paid to the 
party entitled thereto. The proceedings in such Jibel cases shall conform as 
near as may be to the proceedings in admiralty, except that either party may 
demand trial by jury of any issue of fact joined in any such case and all such 
proceedings shall be at the suit of and in the name of the United States. 

Sec. 12. If any person shall complain, in respect of any price for services, 
personal or not personal, including rates ef rental for real estate. as by this 
uct determined—whether it be a rate or rent for any real estate ov any service 
not personal or a wage, fee, commission or reward for any personal service— 
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that, in the case of a service not personal, it does not admit of a fair return 
on his investment, or in the case of a personal service, that it does not afford 
Just compensation, he shall be entitled to file a written complaint under regu- 
lations made by the President or under his authority to an agency to be desig- 
nated by the President and to a prompt hearing before such agency, and if, 
within sixty days after the filing of such complaint, such price shall not have 
been adjusted, or if it shall have been adjusted but such person shall still 
complain that, as adjusted, it does not admit of a fair return on his investment 
or afford just compensation, he shall have a right to file a bill. in the proper 
district court. for an injunction against all officers and agencies of the United 
States to prevent their enforcing such price as to the petitioner under any 
of the provisions of this act. District courts are hereby given jurisdiction to 
hear such complaints and, if it be adjudged in a particular case that such price 
does not admit a fair return on investment or afford just compensation, to issue 
such injunction to apply only to the circumstances of that particular case: 
Provided, however, that if, at any time thereafter, such prices shall be adjusted 
upward by not less than 10 per centum by the President or under his authority, 
such injunction shall thereby and thereafter be of no effect. but nothing in this 
section shall be construed as preventing such complainant from again com- 
Plaining in the manner and with the effect herein provided. 


PRELIMINARY OBSERVATIONS IN REFERENCE TO MR, BARUCH’S PLAN FOR FIXING 
PRICES 


It is not the purpose of the legal section at this time to render an opinion 
as to the constitutionality of Mr. Baruch's proposed plan for the fixing of 
prices during war time. The legal section is engaged in making a complete 
and exhaustive study of the constitutional powers of the Federal Government 
in that direction and will submit at a later date the results of its work, 
accompanied by an expression of views as to the constitutionality of the 
various plans that may be under consideration by the commission. 

The purpose of this memorandum is merely tentatively to suggest for con- 
sideration, some problems and queries in connection with the study of the 
corstitutionality of Mr. Baruch’s plan. 

Mr. Baruch’s plan is contained in a printed pamphlet submitted by him to 
the commission, entitled “ Taking the Profit Out of War.” His plan is sum- 
marized on pages 33-36 of the pamphlet in the form of a proposed statute. In 
effect, his plan is that whenever Congress shall declare war, or the existence 
of an emergency due to the imminence of war, then. from and after a date 
prior to such declaration, such date to be determined and announced by the 
President, it shall be unlawful for any person to buy, sell, or contract for any 
service, right, or thing, at a higher rate, rent, price, wage, commission or 
reward than prevailed at the date so determined. 

It is also provided in Mr. Barueb's plan that the President, at his sole 
diseretion, may adjust prices, wages, rents, ete., upward or downward, during 
the period of the emergency. 

After the submission of the general plan to the commission. Gen. Hugh S. 
Johnson, representing Mr. Baruch. had informal conferences with the members. 
of the legal section, and subsequent to those conferences certain additions and 
moditications to the plan were made by him in matters of detail, in addition to 
the fact that the language of the proposed statute was rephrased and revised. 
A penal provision was added, making it a criminal offense to buy, sell, or 
contract, at prices in excess of those fixed as above described, An exception 
was made for persons acquiring or contracting prior to the date of the Presi- 
dent’s proclamation, at a higher price than the fair market price fixed by the 
proclamation, in which event such person is to be permitted to sell at a price 
in excess of the original cost, to the extent to which the fair market selling 
price fixed by the President exceeds the fair market cost price. Other details 
are added which need not be considered at this time. 

All discussions of the constitutionality of such a price-fixing scheme during 
periods of emergency must rest upon the axiom that the Federal Constitution 
is not suspended during war time. (Ex parte Millican, 4 Wall. 2.) 

It is equally well established that the fifth amendment to the Constitution, 
prohibiting the taking of private property for publie use, without fair compensa- 
tion, is as etficacious in war time as it is in peace time. (United States v. 
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Russell, 13 Wall. 623: United States v. L. Cohen Grocery Co., 255 U. S. 81l; 
United States v. New River Collieries, 262 U. S. 34.) 

What constitutes fair Compensation is a judicial question and its final deter- 
mination must be made by the courts, (United States yt, New River Collieries, 
262 U. S. 341; Seabourd Air Line Railway v. United States, 261 U. S. 209, 304; 
Monongahela Navigation Co. v. United States, 148 U. S. 319, 327.) 

There would seem to be no doubt that the validity of price-fixing methods 
must be tested by recourse to the fifth amendment, since the fixing of prices, to 
a certain extent, circumscribes the right of the owner of a piece of property to 
dispose of it as he chooses, and to that extent may constitute a partial taking 
of property. 

It would seem therefore that any scheme for the regulation of prices which 
attempts to eliminate an opportunity for a court review of the fairness and 
justice of the price fixed would be unconstitutional. 

The doctrine seems to be firmly established that ordinarily the fixing of 
prices by legislative or executive flat is valid only in the case of callings 
coupled with a public interest, such as common carriers, public utilities, insur- 
ance companies, etc. Even then it must be subject to court review. (Munn t. 
Illinois, 94 U. S. 113; German Alliance Insurance Company t. Lewis, 233 U. S 
389.) 

On the other hand, meat packing has been held to be a business not clothed 
with a public interest. (Charles Wolf Packing Co. v. Industrial Court. 262 
U. S. 522.) The same ruling was made as to the business of theater-ticket 
brokers. (Tyson v. Banton, 273 U. 8. 418.) In the Wolf case the attempt of 
a State to regulate the wages of employees of meat-packing establishmen*s 
was held void, while in the Tyson case a statute regulating the charges made 
by theater-ticket brokers was likewise held to be invalid. 

Obviously, it is impossible to formulate a comprehensive and precise definition 
as to what constitutes a public calling. An attempt to classify various types of 
businesses coupled with the public interest, without making the definition all- 
inclusive, was made by the Supreme Court in the Wolf Packing Co. case, 
supra, at page 535. 

Mr. Justice Stone, in his dissenting opinion in the Tyson case. at page 451. 
points out the futility of any attempt to define public callings and suggests that 
the real test as to when the governmental regulation of prices is constitutional 
is whether or not a situation is presented which materially restricts the rezula- 
tive force of competition. While this is a statement in a dissenting opinion, it 
may be suggested that at times a dissenting opinion of to-day hecomes the 
majority opinion of to-morrow. Some comfort may be found in the statement 
of Mr. Justice Stone in support of a comprehensive scheme for price fixing, 
during war time, because it is undoubtedly the fact that war conditions so 
warp the normal flow of trade as to materially restrict the regulative force of 
competition as to all trade and commerce, 

The Supreme Court seems to have gone considerably further in upholding the 
validity of regulatory statutes of the character under consideration. where a 
public emergency was involved. It may be argued that this was not a new 
departure but was well justified by fundamental theory in that the conditions 
of emergency for the time being rendered the business in question a public 
calling. 

Thus, in Wilson v. New (243 U. S. 332), the Supreme Court upheld the con- 
stiturionality of the Adamson law, the effect of which was to increase the wages 
of railroad employees for a temporary period to avert a threatened country- 
Wide strike. It should be noted, however, that vigoreus dissenting opinions 
were written by Mr. Justice Day and Mr. Justice Whitney. In a later case 
Chief Justice Taft stated that the Wilson case went to the border line. (Wolf 
Packing Co. v. Industrial Court, 262 U. S. 522, at 544.) . 

Similarly, in Block v. Hirseh (256 U. S. 135) and Marcus Brown Co. v. 
Feldman (256 U. S. 171), the Supreme Court upheld the constitutionality of 
war-time statutes regulating rents. because of the emergency created by war 
conditions. Again there was a strong dissenting opinion and the decision was 
rendered by a vote of 5 to 4. 

In Highland v Russell Car Co. (279 U. S. 253) the court upheld the con- 
stitutionality of section 25 of the Lever Act empowering the President to fix the 
price of coal. The court, however, emphasized the fact that the price so fixed 
was fair and that the purchaser of the coal in the case before it was a Gor- 
ernment constructor, so that the President could have commandeered the cual. 
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Attention may be called to Hamilton +. Kentucky Distilleries Co. (251 U. S. 
146, 155), which upheld the constitutionality of the war-time prohibition act on 
the ground that Congress may impose restrictions on the use or distribution of 
property during war for the purpose of increasing war-time efficiency. The 
court, however, introduces the limitations that this power extends to any re- 
striction that a State may impose under its police power without violating the 
fourteenth amendment. The fifth amendment, which constitutes a limitation on 
Congress, contains the same limitation as to the taking of property without just 
compensation as is found in the fourteenth amendment. The question, there- 
fore, arises to what extent the power of Congress to restrict the use or disposi- 
tion of property during war is limited by the prohibitions contained in the fifth 
amendment. 

' The question arises whether or not to uphold universal price-fixing in war 
time it will be necessary for the courts to go one step further than they have 
so far gone, namely, to hold that because of the modern methods of warfare, 
which involve the Nation as a whole rather than merely its armed forces, the 
emergency is so widespread and the regulative force of competition so uni- 
versally restricted as to clothe with public interest all dealings in commodities 
and services, whether for public or private consumption, whetner at wholesale 
or retail. Whether or not that proposition can be sustained is, in its ultimate 
analysis, the question to be answered. 

Again, it is necessary to determine to what extent, if any, some form of court 
review would be regarded as an indispensable prerequisite to the validity of 
any price-fixing plan. 

As stated above, the legal section is not at this time ready to express any 
final or definite views as to the constitutionality of Mr. Baruch’s scheme. This 
is a matter which is now being studied. 

The foregoing observations were made to outline some of the problems which 
are being considered. 

Respectfully submitted. 

l ALEXANDER HOLTZOFF, 
Special Assistant to the Attorney General. 
Chairman of Legal Section. 
GEORGE P. HILL, 
Major, Judge Advocate, 
United States Army. 
ROBERT A. LAVENDER, 
Lieutenant Commander, United States Navy. 


Secretary HurLeY. Senator Smith W. Brookhart, of Iowa, is the 
next witness. 


STATEMENT OF HON. SMITH W. BROOKHART, UNITED STATES 
SENATOR FROM THE STATE OF IOWA 


Senator BrooxHart. There was one proposition I desired to pre- 
sent to the commission. This universal draft law, as I understand it, 
is based upon the principle that we treat all men alike—they will all 
be drafted alike; the son of the millionaire will go into the trenches 
along with the son of the butcher, the baker, and the candlestick 
maker, The coordinate principle of that is that we will treat all 
capital alike, and, so far as 1 am concerned, I would oppose anv 
general draft law that does not draft capital, as nearly as possible, 
on exactly the same terms that men are drafted. 

Now, the constitutional question of whether we can draft capital 
at less than a reasonable compensation, I pass that by. We can tax 
capital; we can give them a reasonable compensation and then take 
it away by taxation. So through the taxing power, at least, we can 
draft capital upon the same terms we draft men. 

Now, some little time ago Colonel Ayres, who appeared before this 
commission, drew a picture of American business for 50 years on 
charts. I put that in the Congressional Record and will furnish it to 
this commission. The lines of those charts did not show business at 
the normal point 30 minutes in the whole 50 years. We were either 
going up into the sky, into the speculative system, or down into the 
bottom of the ocean, in depression. There were eight major depres- 
sions in the 50 years and then seven little depressions thrown in for 
good measure, There never was a time in the whole 50 years where 
vou could freeze capital or freeze prices with any justice or equality 
to capital in general. 

If we are golng to treat capital as we do men, we are not going, 
in war time, to have one block of capital earning LO per cent, another 
40 per cent, and another 100 per cent; we are going to have them all 
earning the same and, if we freeze prices, under any condition in 
the last 50 vears, we would freeze them with capital earning all 
kinds of profits. There is no period at all when it could be done 
with equality to capital. 

Now then there is a principle, and a business principle, upon which 
this capital question can be treated. and that is the cooperative prin- 
ciple. The only business in this world that has gone through the 
war and since the war and up to date with anything like stability. 
has been the great cooperative systems. And the first principle of 
the cooperative system is to fix the earnings of capital. Capital is 
given a fixed and definite wage, exactly as men are given a fixed and 
definite wage. So, in order to bring this proposition with anything 
like justice, as I see it, before the American people, we must deter- 
mine what will be a fair wage for capital, the same as by law we 
fix the rates of pay of the men who are going into the trenches. 
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Now the specific proposition I wanted to present to this commis- 
sion was that in the rate of return, the wage that capital ought to 
draw, we must treat all capital alike, as we treat all men alike. 

What is the earning of capital in the American system? What 1s 
our net return for all capital in the United States? Now I gave it 
once to the Military Affairs Committee as 51% per cent a year. That 
was based upon the census figures from 1912 to 1922. But there 
were still inflated values in 1922 and, since then, estimates made by 
the National Industrial Conference Board, up to 1928, have reduced 
it down to 414 per cent. And it is quite certain the depression we 
are in now will reduce it below 4 per cent. 

Prior to 1912, in the whole history of the country our wealth pro- 
duction was only about 4 per cent a vear. With all of the work of. 
all of our people, all the earnings of all capital, all increase in prop- 
erty values, evervthing added together, we were only able to produce 
about 4 per cent a vear, and if it were all given to capital its return 
could only be about that 4 per cent. Now. I do not think that capital 
is entitled to all the net earnings of the country. I think labor. inven- 
tion, and genius and management are entitled to some share in it. 
But I will figure in this case as though capital is entitled to it all, 
and that would be about 4 per cent. Now, then, if 4 per cent is the 
maximum wage we can give capital, what should we give capital in 
time of war? 

The next step in the investigation is to determine what we give 
men in time of war. Asa rough estimate, I would say it is something 
like one-third of their peace-time earnings on the average of all men. 
Therefore we should tax and draft this capital down to about one- 
third of that 4 per cent. and then this price ceiling we talk about will 
take care of itself. Then there will be no motive in capitalists to 
inflate these prices if it is going to be taxed back down to 134 per 
cent, or whatever that figures out. And that is the proposicion I 
desire to present to this commission. 

I think this thing of freezing prices is an impossible thing. AlI 
of these boards and all of these commissions for going in and fixing 

rices will never get anywhere any more than they did during this 
late war. The statement of Mr. Baruch here has given me added 
respect for Woodrow Wilson, for whom I always had a very high 
respect. He certainly used his power and used it in the interests of 
all of the people in reducing these prices to the extent he could; 
but where did you get, even with all that? And with a determined 
and strong man at the head of the Government, like he was, we still 
were left with these enormous war profits and war profiteering that 
upset the whole business condition of our country, when we were 
really profiteers out of the war at that—not getting into the war until 
it was so far advanced. 

Now this Congress can determine what is a fair wage for capital 
and how much it ought to be taxed. That is a general proposition 
we can figure out and that will treat all capital alike. There will 
be no favoritism in capital, any more than there is in men. This 
Congress can also provide rules whereby the capitalization of these 
companies will be determined in advance and we will know it. And 
I will say this watered svstem of stocks we have in this country 
needs such regulation in time of peace, as well as in time of war. 
Then we will have something on which to act and I think we will 
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do more to prevent war by putting capital in its place along be- 
side the men, than any other thing we can do by way of legislation. 

In general terms, those are the ideas I wanted to present to the 
commission, and I would like to supplement those with a written 
statement, 1f that is permissible. 

Secretary HurLey. Senator, in addition, would you mind work- 
ing out for the record a general plan embodying your ideas on the 
action this commission should take in order to accomplish the de- 
sired result ? 

Senator BrookHart. I would be glad to do that, also. 

Senator Roprnson. I would like to suggest, Senator, that a num- 
ber of difficulties in practical application arise in my mind as you 
make your suggestion, and they relate to how you would give effect 
to it; how you would make certain that all capital received the fair 
return which is to be established in accordance with your plan; how 
you would make certain that none would receive more. In other 
words, assuming a corporation that is in the general mercantile 
business selling all kinds of merchandise to such customers as it 
could procure, some of them paying and some of the credit ad- 
vanced being of doubtful collection, how would you know that the 
corporation was receiving the return that was fixed in the law and 
no more, or no less? How would you assure that? I do not mean 
you should try to answer it now; I suggest you might think about 
that and put it in your statement. 

Senator BrookHarTt. I shall do so, but I should like to give a brief 
answer to it in part at this time. So far as all the lines of business 
which we draft and take over into the control of the Government are 
concerned, we would do with them exactly as we did with the rail- 
roads during this late war. Their compensation was fixed and cer- 
tain. Now I have some criticisms of the way it was managed that I 
think could be corrected and avoid some padding of accounts and 
things of that kind. So far as other business is concerned, if we 
yass a general statute regulating capitalization and controlling the 
income-tax reports—and that ought to be done so that we could 
graduate income taxes of the corporations, big and little, like we do 
individuals—we would then simply call on those enterprises not 
taken over by the Government to report their income like they «o 
now for the income tax, and in addition their capitalization. Of 
course, there would be some uncertainties, like the Senator has de- 
scribed there. that would make some inequalities, under any system. 
however perfect it might be; but we could approach justice, at least. 

Senator RoBinsonN, You would reach it through the income tax; 
you would take all of the income except the first amount? 

Senator BrookHarT. Yes; and that would not work to stimulate 
prices like 80 per cent. 

Senator Rosrnson. You would let them sell at any price the mar- 
ket permitted, but you would take the excess of income abuve the 
fixed return you provide? 

Senator BrookHarT. That would be the general idea of it. Of 
course, if somebody attempted to abuse prices for some purpose, I 
believe that Congress would have the power to stop that by direct 
legislation, and by the Government taking over the enterprises. 

Mr. Coriins. Would you take all of the income? 
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Senator Brooxuart. No. As I figure it out, they would be entitled 
to about one-third or 4 per cent as a maximum. 

Mr. CoLLins. Of* course, if they raised the prices ten times, that 
would be a very good return. 

Senator BrookHart. That would go in the Treasury then as a tax 
over and above this other return. 

Mr. Corns. I know, but if the prices of the articles were raised, 
would not that necessarily increase the amount that each one of them 
received ? 

Senator BrookHarT. Oh, yes; but it would all go back into the 
Treasury so that there would be no motive, as I can see it, for that 
raising of prices. 

Senator Roprnson. I see Mr. Collins’ suggestion and you do not 
appear to have seen it. 

Senator BrooxHart. Perhaps I do not. 

Senator Roprnson. The suggestion is this: That there would be a 
motive to pyramid prices in the capitalist or dealer, because he gets 
134 per cent of his income and the more he augmented the income, 
of course, the greater would be his return. 

Mr. CoLriIxs. That is right. 

Senator Rosrnson. So that if he sold goods at ten times as much 
as we might call normal prices, his income would be ten times as 
much as it would be if he sold them at normal prices, and therefore 
his 134 per cent would net him ten times as much. Of course, the 
illustration Mr. Collins took is perhaps an excessive one, but I am 
merely following it out. 

_ Secretary HurLey. But the tax is on the capital and not on the 
income. 

Senator Brookuart. That is the point. The way I levy this tax, 
that would make no difference. 

Senator Roninson. That would make no difference about that? 

Senator BrookHarT. I am going to have capital established here 
and we will establish a system of laws that will control this capital- 
ization. 

Secretary HurLeY. And the profit is on the capital. 

Senator BROOKHART. And the 4 per cent profit is on the capital 
and however large the profit he makes he only gets one-third of 
4 per cent. 

p e RoBixsoN. And you would take all the income above 
that ¢ 

Senator Brooxrart. Into the Treasury. 

Mr. CorLrxs. Suppose the income in normal times was $100,000. 

Senator Brooknart. Yes. 

Mr. Coturns. How much tax would you take out of the $100,000? 

Senator BrookHartT. What per cent is it of the capital? 

Mr. CoLLixs. For illustration we will say 4 per cent would be 
$40,000. 

Secretary Hunter. $+4,000. 

Senator BrookHartT. I would take $60.000 and then two-thirds of 
the $40,000. [Laughter.] 

Mr. CorLixs. Well, I do not think you understand what I am 
after. It is very easy to say what you would take, but I was just 
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wondering how it would work out under the vardstick of the 
statute. 

Senator BrookHarT. It would be levied as a tax. 

Mr. Counixs. Let me get my question to you. 

Senator BrooxHaArT. V ery well. 

Mr. CoLLixs. He would get one-third of 4 per cent profit, free of 
taxes, from that $100,000; is that so? 

Senator BrookHarT. That was my idea; yes. 

Mr. CoLuins. Now, suppose by manipulation and pyramiding of 
prices, and so on, that company’s income would mount from $100,000 
to $1,000,000. Under your law, under your yardstick, the man would 
be getting, perhaps, a larger profit out of his business than he gets 
during peace time. 

Senator BrookHarT. The Congressman has not understood my 
proposition, I think, quite yet. Supposing 4 per cent on his capital 

Was 540.000; suppose ie pyramided prices and got his income up to 
$1,000,000. "The first thing this tax would do would be to take all 
of his $1,000,000 down to $40. 000; then it would take two-thirds of 
that, leaving him one-third of the 4 per cent on his capital. That 
is the way we draft men. 

Mr. HabLey. Senator, I readily see how your plan would operate 
upon capital, but I am not clear as to how it would operate to 
prevent inflation, and in your extension of remarks if you will 
clarify that it would be desirable. I think, because we have about 
100,000,000 or 110,000,000 people who will be interested in what they 
are going to pay for things, to be taken into consideration as well, 
when we are to consider the question of what we will take away from 
capital. And if they are not going to derive any benefit by reason 
of current inflation, by reason of the fact that we have reduced to the 
war chest of the Nation the profits, through this taxing power, then 
certainly the matter would rest one sided. Maybe I am wrong in 
the premise about not checking inflation. 

Senator Brooxuart. I think it would be the most effective check 
of inflation possible. Let us suppose, now, that before this panic we 
had had a tax taking all the profits, leavi ing them only one-third of 
4 per cent: I do not think they would have inflated, if that is all 
they could have earned. 

Senator Rorixsox. Most of them would have gone out of busi- 
ness. 

Senator BrookHarT. Yes; most of them would have gone out of 
business, and they would in this; but we are going to draft them for 
war, as we draft men. 

Mr. Haptey. But vou will find under any system of the survival 
of the fittest that they are going to realize the greatest possible 
profits, and the more you take away the more the effort to realize 
exorbitant profits, and the consumer is going to pay them. 

Senator BrookHarT. But it is impossible F or them to get their ex- 
orbitant profits under a tax like that. We take all of those profits, 
so they have no motive for making them at all. 

Mr. Haver. I will be glad to read your statement, but that is one 
of the things which suggested itself to my mind. 

Secretary HURLEY. Senator, I think I understood your statement 
and for the purpose of clearing it up with my colleagues, let me 


WAR POLICIES COMMISSION 847 


indulge in a little mental arithmetic for a moment. Say a man in 
the beginning of the war has $100,000 capital—in action, of course. 
The normal profit, as you have set out in your statement, is 4 per 
cent. 

Senator BrookHarT. Yes. 

cay HurLeY. You would reduce that to one-third of 4 per 
cent? 

Senator BrooKHART. Yes. 

Secretary HurLey. Which would be, approximately, $1,750,—or 
134 per cent profit. 

Senator BrookHarT. Yes, that is correct. 

Secretary HurLeY. And it makes no difference what his profit is, 
if he earned a million on that $100,000 investment, he would be re- 
duced to $1,750. That is vour theory? 

Senator BrooxHart. That is my proposition. 

Senator Robinson. You would take all of his earnings above 134 
per cent? 

Senator BrookHart. Take all of his earnings above 134 per cent; 
that is correct. 

Secretary HurueY. Thank you very much, Senator, and I hope you 
will make what supplementary statement you care to make. 

Senator BrookHarT. I will be glad to do so. 

The calculation through this discussion was at 134 per cent but it 
should have been at 114 per cent. 

Secretary Horey. Now, I would like to ask if everyone who has 
asked permission, or asked for a time, to appear before this commis- 
sion has been heard. ` 

Major EtseNHower. Yes, sir; everybody who has definitely asked 
to appear, or stated they wanted to appear. 

Secretary HurLeY. Has anyone asked for permission to file a writ- 
ten statement? 

Major Etsennower. Yes, sir. One man whom I think of imme- 
diately is Mr. Oscar Strauss. When he found the commission was 
trying to complete its open hearings very soon, however, he sent word 
indirectly, through Senator Hiram Johnson, he would like to file a 
brief. I told him, informally, I thought the commission would have 
no objection, but that I would inform him as soon as I could. 

Secretary HurLey. 15 there any objection? 

Senator RoBinsox. I see no objection to it. 

Secretary HURLEY. Is there anyone else who has asked permission 
to file a written statement? 

Major EliseNnowEr. No one whom I recall. 

Secretary HurLeY. And no one who has asked to appear, who has 
not been heard? 

Major ErsenHowER. No one, at least, who was not asked to come. 
There may have been one or two who have dropped out. There 
have been one or two witnesses from time to time who dropped out. 

Secretary HurLeY. Who requested to come? 

Major ElseNHower. No; whom we requested to come and they 
agreed, but later dropped out. 

(The commission thereupon adjourned subject to the call of the 
chairman. ) 
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DRAFTING CAPITAL IN WAR BY TAXATION—BILL AND COMMENTS SUGGESTED BY 
SENATOR SMITH W. BROOKHART 


Section 1. Upon the declaration of war by the Congress, the President of 
the United States is authorized to expropriate, take over, und conscript any 
industrial or commercial enterprise or business which he may deem essential 
for the prosecution of the war and operate the same in the name of the Gov- 
ernment of the United Srates under such organization as he shall designate and 
until the conclusion of peace by treaty or declaration by the Congress. 

Sec. 2. During the time of the expropriation of such industries, business, or 
enterprises the Government of the United States shall pay to the owners 
thereof a net return of 114 per cent upon their capital investment per annum. 
This capital investment shall not include good will, going-concern value, repro- 
duction, new costs, or other intangible elements, but only the actual invest- 
ment. All other earnings of such industries or enterprises shall be paid into 
the Treasury of the United States as a war tax. 

Sec. 3. At the conclusion of the war such industries and enterprises shall 
be returned to their owners in as good conditions as received, and the Court 
of Claims is given jurisdiction of all claims for damages and counterclaims 
for additions and betterments. 

Sec. 4. All corporate industries and enterprises not expropriated by the 
Government shall pay the same rate of war tax during the war as provide 
in section 2 hereof for those expropriated, und the Treasury shall prescribe 
rules for making returns and payments. 

Sec. 5. All natural persons shall be allowed the sume exemptions as pro- 
vided by law at the beginning of the war, and upon all net income over and 
above such exemptions up to and including $100,000 per annnm they shall pay 
a war tax of 715 per cent per annum, and upon all net income above 3100.00) 
they shall pay a war tax of 100 per cent. Such taxes shall be returned and 
paid under rules prescribed by the Treasury. Members of partnerships shill 
include their respective shares of partnership net income in their personal 
returns. 

COMMENTS 


The slogan has been: “In the next war there shall be no profits; capital 
shall be drafted upon the same terms that men are drafted.” 

The profiteer says this is unconstitutional Property can only be taken hy 
the Governinent for just compensation even in time of war. This claim may 
be justly doubted, but there is no doubt and no limit as to the taxing power 
for war purposes. 

If. then, we are to conscript capital upon the same terms that we conseript 
men, What are those terms? The best estimate given me is that men in war 
get a compensation equal to about one-third of their peace-time earnings, 
Even if we charge them with rent for their dugouts they do not get more than 
one-third as much as they ought to get in pence time. Therefore it follows as 
night the day, that capital should be taxed down to one-third of its peace- 
t.ine earnings. 

In the drafting of men for war, all are to be equal. The millionaire’s son 
is to go into the trenches with the artisan and the waif. Therefore all capital 
must be treated with the same equality. We can not have one block of capital 
earning 10 per cent. another block 40 per cent, and another 150 per cent. All 
must be brought to the same level. 

What is the average level of capital earnings in the United States in peace 
time? The only substantial guide is found in the wealth increase of the 
country. That, however, includes all the savings of labor, invention, genius, 
management, and increase in property values, to which capital is not justly 
entitled. But let us figure it all to capital and it only amounts to about 4 per 
cent a year. Therefore, if capital upon equal distribution got all the wealth 
produced in our country as its return, it would only get 4 per cent in peuce 
time and war profits included, for that matter. If we treat capital like men 
it would only get one-third as much in war or a return of 11% per cent. 

Is it just that we should fix a wage like this for capital in war time? Yes: 
we conscript the men, and we fix their wage by law. They must not only face 
death, but they must take the pay we prescribe for them. The proposed bill 
is more favorable to capital than to men. Capital takes no risk of its life 
except the general risk that the government itself will be overthrown. This 
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bill is only a distant approach to the principle of drafting capital upon the 
same terms as men. 

Instead of this it has been proposed to fix a price ceiling at the level existing 
at the beginning of the war and then freeze all prices at this maximum, which 
is called the normal. A more unjust scheme could not be devised. Some prices 
will be frozen so high they will yield 500 per cent under war stimulus. Some 
will be so low they mean bankruptcy, like agriculture now, for instance. 
Further adjustment is then proposed, but that means endless turmoil impos- 
sible even in peace, let alone in war. Besides. there is ne such a stage of 
American business as normal. Colonel Ayres’ chart for the past 50 years shows 
we have either been up in the sky of speculation or down in the bottom of the 
ocean of depression, or on the way from one to the other. The only way to put 
capital at a normal level is to do it by law as we do for men and as the coop- 
eratives do all over the world. 

The authority for the about 4 per cent wealth production of our country over 
a series of years is found in the census estimates and the estimates of the 
National Industrial Conference Board. 

Census figures national wealth: 1912, $186,300.000,000 ; 1922, $320,804,000.000. 
National Industrial Conference Board: 1928, $360,062,000,000. 

Taking the 1912 estimate and figuring it ut 444 per cent with annual rests 
will about give the 1928 total. Figured to 1922 only, it was about 51% per cent. 
If it had fallen from 5% to 4% per cent from 1922 to 1925 it will certainly fall 
below 4 per cent to date. Senator Howell figures the national wealth increase 
of the United States at less than 4 per cent per year for the whole history of 
the country, and that includes the value of all new territory, all new develop- 
ment and production, and all increase in property values. 

More complete investigation of earnings of men in peace and in war might 
change the per cent I have used. 


(The following memorandum was submitted for the record by 
William T. Chantland, Esq. :) 


CAN INDUSTRY BE ‘ DRAFTED” FOR WAR? 


Discussion of this point must start with consideration of the case of United 
States v. New River Collieries Co. (262 U. S. 341) on appeal from the decision 
of the Court of Appeals, Third Circuit, reported in 276 Fed. 690. 

The purpose of “drafting” is to enable the Government to procure all its 
needs at reasonable prices to be fixed by it, or at least to prevent profiteering, 
and at the same time to assure supply. Drafting of manpower for the military 
service at rates of pay absolutely fixed has been upheld. From a sociological 
standpoint, it would seem that drafting of mere industry, or property, or com- 
modities, when needed to provide for the national defense in an emergency 
could be fully as easily provided for and sustained. 

However, the New River Collieries case indicates otherwise. The Lever Act 
was supposed to give the Government the commandeering or drafting power. 
In order to be sure that the power would be sustained, the words “just com- 
pensation ” were emploved to be sure of not running counter to the fifth amend- 
ment to the Constitution. 

While it is true that the coal situation, out of which the New River Collieries 
case arose, may properly be regarded as extreme in fact, vet situations like it 
in principle are almost sure to arise. As a result of that decision, for coal 
which cost about $5, the Government was compelled to pay about $20. The 
reason was that “just compensation” was held by the trial court, the court 
of appeals, and the Supreme Court, to include and be practically synonymous 
with market price—regardless of cost or reasonable profit. At that time a 
heavy export demand from South America and Italian points produced bidding 
up to the price awarded. 

The Government offered to prove cost and reasonable profit. The courts all 
refused to even receive the testimony, even though the Government contended 
that the market conditions were special and not real or actual market condi- 
tions in the sense ordinarily understood. 

It is easy to assume that war will always produce abnormal market condi- 
tions with unduly high prices offered. If such assumption is correct and the 
rule in the New River Collieries case remains the law, the possibility of drafting 
industry, either property or commodities, without permitting profiteering, 
disappears, 
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In light of such situation, three courses seem to be open for seriens con- 
sideration: 

1. Fixed contract prices. But this has many limitations, among others, the 
inability of the Government to contract for any particular length of time. 

2. The possible power of Congress to define “ just compensation ” by stating 
that it shall be actual cost plus a reasonable percentage not, in any event, in 
excess of a designated percentage. Of some force in sustaining such legis- 
lation are the decisions covering the powers of States to fix public utility rates, 
even in peace times. 

3. The taking over of all essential war-time industries by the Government 
on the best terms possible with the aid of the most effective legislation that 
can be devised, and then by universal draft bringing into the military service 
Whatever personnel of management and workmen may be needed to carry on. 

Avoidance of the repetition of the cost plus without competitive biddirg 
scandal—Whatever course is devised it is suggested that the committee take 
great care to avoid repetition of the waste and scandal that occurred under the 
cost-plus selective allocation of contracts without competitive bidding as 
occurred in the World War. The prices in the first place were boosted and 
the selection. in the next place, was in some instances undoubtedly conscien- 
tiously done but in other instances showed gross partiality and favoritism and 
the effect of permitting all workmen of every grade, from manager to humblest 
day laborer, to know that the Government paid regularly, was enough to make 
that a black chapter in American war profiteering. 

Moreover, no advance system of contracts, unless very carefully safeguarded, 
will avoid profiteering because of the likelihood that before any such optional 
advance contracts take effect, prices are likely to have been already boosted 
unconscionably. The most likely protection is the incorporation of provisions 
for a basis to be fixed by the President. as of a reasonable time certain prior 
to the time when threat of war had affected conditions, as suggested by Mr. 
Baruch. 


(Admiral Samuel McGowan, who testified on March 2, 1951, sub- 
sequently submitted the following copy of a letter written by him 
in reference to his testimony :) 

NEW YORK, April 9, 1931. 
Mr. DANIEL WILLARD, 
President Baltimore € Ohio Railroad Co., 
Baltimore, Md. 


My Dear Mr. Witrarp: In thanking you for your March 31 letter, in rey 
to my March 16 comment on your criticism before the war-policies commission. 
of my March 9 suggestion for a nation-wide referendum, I desire tu say at the 
outset that my estimate of vou is such that I would almost agree in advance 
to serap any proposition which, after careful consideration and thoroughly un- 
derstanding it, you could not see your way clear to indorse. 

in the present case, I feel certain, from the wording of your criticism and 
from the very gracious tenor of Your letter, that I did not express myself with 
sufficient clarity to secure your valued approval. 

Of course no referendum would, or could, be resorted to if this country were 
attacked or invaded, becnuse then there would be nothing to do but fight. 
My recommendation to the commission, however, was intended specifically to 
except any such situation, my referendum plan applying when, and only when, 
we ourselves might be considering the advisability of starting a war. 

There seems to be a very general misapprehension as to the time required 
to hold a referendum, The United States has long since graduated out of the 
stage-coach and pony-express class and, though I admit that our “ lame-duck ” 
schedule of electing Presidents in the fall and not installing them till the follow- 
ing spring would scarcely so indicate, there is no reason whatever why in this 
day of railroads and airplanes and telegraph and telephone and radio we 
could not refer the question of war or peace to the people of the country and 
have their answer back within a week—indeed, within 48 hours, if absolutely 
necessary, 

You do not run the Baltimore & Ohio Railroad on the stage-coach and pony- 
express plan. No other business T know of is run that way except. in certain 
important respects, the business of the Nation; and, I ask you, why should the 
Government cling in such matters to an obsolete routine the like of which 
would bankrupt any corporation? 
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Amending the Constitution as proposed would put everybody on notice right 
now that we mean business and that if the people (to whom, after all, this 
country really belongs) decide that they prefer to make war, everybody will 
have to put his shoulder to the wheel and do his full share whereas nobody 
will be allowed to get out of it any more than is properly coming to him. 

I accordingly reiterate my original recommendation with such slight changes 
as to make it rend as follows: 

“Amend the Constitution now so as to require that, before war can be de- 
clared or participated in (except only in the event of attack or invasion), 
there must be a referendum; that, if a majority of the votes cast be for peuce, 
there the matter ends; that, if the majority be for war, every able-bodied male 
citizen between the ages of 18 and 35 shall be drafted, and that from the day 
war is declared until peace is finally concluded, no price or wage shall: exceed 
what it was 90 days prior to such declaration and all profits in excess of 5 per 
cent shall be forfeited to the Government.” 

This is, admittedly, aimed to make it just as difficult as is consistent with 
national honor for the United States to become involved in war, and for pur- 
poses of both prevention and control to remove in advance the present premium 
on war, and in its stead impose a very heavy penalty. 

We are told in Holy Writ that “love of money is the root of all evil.” 
Surely no apter example could be found than war-time avarice which has no 
conscience and knows no limit. Hence, it would not be possible to devise too 
many safeguards for protection against the swarm of swindlers who are wont 
to infest headquarters from the very moment a national emergency arises. 

I believe whole-heartedly in the dratt, in keeping down prices and wages, 
and in the confiscation of excess profits. Each and all of these I consider 
deserving of prompt incorporation in the Constitution. But that this is nowhere 
near enough I am now absolutely certain. My own experience and observa- 
tion as the Navy’s supply chief throughout the World War makes me realize, 
upon reflection, that pyramided prices and inflated wages and excess profits 
are by no means the only methods by which war-time racketeers would look 
torward to looting the Public Treasury, conspicuous among other opportunities 
for far-reaching and most harmful graft (to which, unfortunately, every gov- 
erninental emergency so readily lends itself) being the manipulation possible 
in the awarding of contracts and, after such contracts have been entered into, 
tampering with inspections so as to admit of short weights, interior deliveries, 
and sometimes even nondelivery, for all of which the Government is, of course, 
expected to pay in full. 

The worst part of it is that all of such sinister possibilities (and probably 
many more) are well known beforehand by the individuals and interests whose 
palms so itch that they would not hesitate to subject their country to any 
kind of loss or risk provided that they themselves might wrongfully prefit 
thereby, ; 

As a matter of fact, wars, like accidents, do not really “happen.” They 
are caused. And as long as human nature is so weak and the love of money 
so strong, prospective profiteers will keep on scheming to provoke war for the 
sole purpose of corruptly enriching themselves. The United States, by the way, 
enjoys*no monopoly on such hyenas. 

(‘an any sane person here or anywhere else believe that high-pressure “ ob- 
servers ” are hired at faney figures for merely * observing ” during the progress 
of international disarmament conferences ? 

If at any time for any reason the American people themselves do sgetually 
want war, they have a right to it and certinlv cen and will have it. referendum 
or no referendum. Put my point is that no noisy roinority has any right to 
“wish” it on then—most especially nobody with an axe to grind. 

Paid propagandists are of necessity past masters in “ways that are dark 
and tricks that are vain” and consequently anything else but inclined to do 
their work in the open by telling the whole (if, indeed, any part of the real) 
truta. 

My suggested constitutional amendment to require any “made-in-America ” 
war to tirst be approved by popular referendum is founded on the deetrine 
enunciated by no Jess an authority than Abraham Lincoln who was un- 
chanveably convinced that the rank and file of the people are not easily fooled 3 
pursuant to which principle I contend that it would require much more log- 
rolling and calamity howling and bloody-shirt Waving to stampede many 
millions of voters scattered over 48 ditferent States than to impose upon and 
rmisleud a few hundred of their Representatives, all assembled in one place. 
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As I wrote the war policies commission March 16, while the constitutional 
amendment urged by me would curtail to just that extent the authority now 
vested in Congress alone, that authority is nowhere near commensurate With 
the awful responsibility entailed; and it is accordingly beyond my belief that 
Representatives of the people could deliberately do otherwise than welcome 
a mandate, direct from the people (Whose servants they are) before arriving 
at a decision that might mean plunging the country into war and converting 
into cannon food the flower of American manhood. 

As I also wrote the commission, tue real question here would appear to me 
to hinge on the point of view, the angle of approach, on whether we should 
strive merely to devise and adopt the best attainable Ways and means to 
conduct a war (on the implied assumption that war is surely coming) or 
whether, on the other hand, it be not possible to so set our own house in order 
that. at least, in so far as pertains to wnolly voluntary American origination 
and initiative. the probability of war be practically eliminated. 

It is axiomatic that any man’s estimate of any situation is, in the last 
analvsis, but the projection across that situation of his own individual per- 
sonality, the resultant of his hopes and fears, his innermost aim in life. Now, 
what does the word “war” signify and suggest to the average putriotie 
American ? To the soldier or the sailor, just another day’s work: to tie 
taxpayer, added burdens to be borne: to tne legitimate business man, demorali- 
zation and probable toss; to the mother, separation, sorrow, tears; to the 
youth of the land, privation, danger, death. Have none of these a right to be 
heard in advance of a decision which affects all of them and theirs so vitally? 

Is it not time to habituate ourselves to thinking in terms of peace rather 
thin in terms of war? 

No red-blooded American could say: Let us not fight if and when we ought 
to. But he can say and I do say: Let us not originate a war unless and until 
we have to, 

With unbounded regard and every good wish always, I am, 

Yours for lasting and honorable peace, 
SAMUEL McGowan. 


(Mr. Benjamin Marsh, executive secretary of the People's Lobby, 
who testified on March 18, 1931, subsequently wrote to the chair- 
man, as follows :) 

WASHINGTON, D. C., April 4, 1931. 


Hon. Patrick J. HURLEY, 
Secretary of War, Washington, D. C. 


My Dear MR. HURLEY: I promised you that I would comply with your 
request and submit in writing. as I did orally, what plan we have to equalize 
war burdens, as far as this can be done. Permit me first to state that in 
such compliance with your request we do not, as we did not in appearing 
before your committee, in any way admit that this can be done, nor tbat 
were this done there would be either need or justification for another wir. 
Even consideration of this subject, for which responsibility admittedly rests 
upon Congress and not on your committee, is a breach of faith for a Aation 
giving allegiance to the outlawry of all war. The great nations of the world 
can prevent war, and the small nations of the world can not wage war. The 
academic study which your committee is making serves admirably to draw 
the mantle of a red herring over the fact that our Government is to-day 
owned and controlled by utterly unscrupulous exploiters. as a result of which 
we have the present economic conditions. That so many of our fellow citi- 
zens think they can get in on this graft merely indicts their intelligence but 
in no way condones Government policies. 

The only way in which a semblance of equalization of war burdens can he 
achieved is, as I stated to your commiftee, to have the Government take over 
all property and abolish both the profit and the wage system for the duration. 
say, of such a war, and until all war debts are liquidated. Even this would 
not meet the situation if private property were to be restored at the conclusion 
of the war, since certain industries would get a flllip out of the war and be 
larger money producers, while others would be seriously demoralized. 

As I stated to you, your whole problem is theoretical, because the next 
general war will end the present economic system, and if America gets into the 
war it will be a general war since, as you know, the sun never sets on 
American investments, and, as you admitted in the public hearing, in an 
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alleged defensive war, America might be fighting any and every country in 
the world. 

It is our earnest hope that intelligence may be vouch-safed the governing 
classes in this country soon enough to make possible a peuceful solution of 
our economic problems instead of leading our people to emulate Russia’s 
somewhat drastic policies, or to follow the exhortation of President Willard, of 
the Baltimore & Ohio, and steal instead of starve. 

Let me again remind you that Mr. Coffin emphatically stated that nation- 
wide prosperity is essential to successful preparation for and prosecution 
of war. 

Yours sincerely, 
BENJAMIN C. MARSH, 
Executive Secretary. 


ADDITIONAL STATEMENT BY ARTHUR DEERIN CALL 


Mr. Carr. It is not the business of the. peace worker to worry 
overmuch about the military techniques of “a respectable defensive 
posture.” No one can define that phrase with any exactitude in 
terms of fighting units or materials. Military science is not an exact 
science. We shall have to let Congress go on arguing whether or 
not the national defense act is adequate, whether or not the number 
of commissioned officers of the Army should be recluced or increased, 
whether or not the Officers Reserve Corps and civilian military train- 
ing activities should be abolished. Let the commission study war 
policies, the burdens and profits of war, the fate of private property, 
of laws and the Constitution in war. The best that we can expect 
will be compromises as inoffensive as possible. Fundamentally, the 
peace movement has to do with other matters. It is a bit curious 
that a commission “to promote peace ” should have paid so little 
attention to the necessity of working out its problems with some 
measure of cooperation from other governments, for world peace 
is an international problem. 

This War Policies Commission has been holding hearings, taking 
testimony from a wide variety of persons. Undoubtedly, its work 
will contribute materially to right thinking. If, however, the com- 
mission be continued, or if it result in another commission to carry 
on from where this commission has stopped—all of us, including the 
Government, should become more enlightened about the enduring 
things at the center of the peace movement, see it more clearly in its 
international bearings, with the possible result that foreign policies 
would be enriched accordingly. 

This War Policies Commission, having satisfied itself as to the 
five inquiries already pursued, could now go on and examine profit- 
ably, because more minutely, the general problem of avoiding war. 
There are unanswered questions enough to go around. What pacific 
means are now available for the settlement of international disputes ? 
How can these pacific means be improved? What are the indis- 
yutable rights of nations? What are the essential duties of nations? 

Vhat improvements in treaty relations may be reasonably under- 
taken? In what ways may judicial processes be improved in the 
interest of world peace? What changes in cooperative machinery 
would lessen the frictions between nations? In what ways can edu- 
cation and religion be utilized to avoid war? What studies are 
needed to prepare a better informed technique of foreign policy? 
To shed light in dark places such as these would be more creative 
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and hopeful than all the arms conferences and war policies dis- 
cussions conceivable by man. 

What America needs, what all the nations are famishing for. is 
new light on the possibilities of achieving national interests by the 
sure ways of law and justice? A peace policies commission in this 
country, supplemented as far as possible by similar commissions in 
other countries studying these questions such as we have here pro- 
posed, would be a normal outcome of the War Policies Cominission. 
Such a work might show nations how to soften violence and 
exaggeration with common sense and to substitute the ways of reason 
and persuasion for the follies of force. If this be the outcome. the 
War Policies Commission may find that it has aided the peace 
movement more effectively than as yet it seems to suspect. 


STATEMENT OF Howarp E. COFFIN SUPPLEMENTING TESTIMONY BEFORE War 
POLICIES COMMISSION Marcu 18, 1931 


Hon. Patrick J. HURLEY, 
Secretary of War, 
Chairman War Policies Commission. 


Dear MR. SECRETARY: At the time of my appearance. before the War Policies 
Commission in March you very Kindly suggested that I introduce into the 
record any pertinent testimony previously presented to committees of Congress, 
and requested that I present in written form any further suggestions which 
might oecur to me as bearing upon the purposes of the present investigation, 
to wit, “to provide that private property may be taken by Congress for public 
use during war and methods of equalizing the burdens and to remove the 
pl: fiis of war, together with a study of policies to be pursued in event of war.” 

Under this permission granted, I now present extracts from testimony given 
February 2, 1918, before the Senate Committee on Military Affairs, Senator 
George E. Chamberlain presiding. I suggest the inclusion of this earlier tes- 
timonv because viven in the midst of the war period at a time when the prob- 
lems and harassments due to unpreparedness and a lack of prearrangement in 
the industrial phases of the war were at their hetght. I would not otherwise 
encumber the record of the investigation of the War Policies Commission with 
matters relating to “ancient history.” g 

Moreover. I have been repeatedly impressed during the progress of your 
hearings with the thought that we seem to be searching for some mysterieus 
and elusive antidote for tbe infustices. the inequalities, ard the iniquitens 
accompaniments of war. rather than directing our minds toward the inevitable 
conclusion that while war is a vast undertaking, it is, nfter all. a business 
enterprise kaving for its objective an honorable and suceessful issue, the con- 
duet of which must be based upon these seme sourd and preven) principles 
which have enabled us as a oneoule to achieve in the somewhat less complicated 
projects of our everyday industrial and commercial life. 

Since apperrirmo before vou ou March 18 1 have refreshed my memory on 
matters incident to my war experience as n member of the advisory commis 
sjon eft tee Council of Natioval Defense, and have informed myself more fully 
as to the industrial phases of the War Depaitment’s evrrent prozram. 

I believe the departmentís plans sound. Differences of opinion as to detail 
are inconsequential, since no matter how perfect any plan for the handling of 
such an effort may be, constant adjustments in procedure will of necessity 
ceur., 

Let me emphasize. as in my previous testimony before your commission, that 
through an orderly and businesslike “ prearrengement | such as contemplated 
under the War Department’ s present well-studied plans, we have our greatest 
hope (a) of minimizing the “ burdens of war” through reduction of costly waste 
in time, in treasure, and in human life: (b) for “ equalizing the burdens ” and 
for removing any excess “profits of war,” since competent governmental agen- 
cies can constuntly advise the military and naval establishments as to costs and 
fair prices upon both materials and finished products, Should excessive profits 
here aud there appear in connection with either war contracts or production 
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for civil needs, recourse may be had immediately through price adjustments 
or an exercise of tax powers, 

In connection with the several major proposals presented by witnesses ap- 
pearing before your commission I am, through personal experience and from 
study of the testimony given, brought to the following definite conclusions: 

First. That the Council of National Defense (already upon the statutes) be 
rehabilitated, the act creating it be strengthened, and the attention of a body 
of nationally known and able men directed toward the development of those 
civil contacts and larger general policies demanding the public cooperation and 
_ confidence quite beyond the proper sphere of activity or influence of our War 
and Navy departmental machinery. There is need of such body both in peace 
and in war. 

Second. That no constitutional amendment for the seizure of either private 
property or capital is desirable, nor should we further aggravate the inevitable 
confusion and hysteria incident to a war emergency through the inauguration 
of any radical, unfamiliar, and untested economic experiments. 

Third. That the profits of commerce (whether from war production or civil 
industry) during a war period should be minimized but not eliminated, and the 
rewards to industry, in so far as possible, equalized through orderly prearrange- 
ment involving continuing studies of proper costs ond advisable business 
profits, keeping in mind the larger questions concerning the national welfare, 
current war financing, and the speedy conversion of munitions-production 
facilities to the “after the war” processes of our competitive commercial life. 

Fourth. That the widest possible distribution of war business should be 
provided for by well-considered prearrangement during peace, thus insuring 
to every community in time of emergency a definite job. a percentage conver- 
sion of local industry, a continuing employment of the skilled labor already 
there housed, and a husiness turnover insuring profit and a maintenance of 
the spirit and enthusiasm of the local people. The subscription of “ Liberty 
loans ” may best be encouraged by keeping the wheels of industry turning. 

Fifth. That all sound plans for the quick conversion of civil industry to 
meet the needs of war emergency must contemplate the setting un in time of 
peace of an industrial reserve of that skilied labor necessary for the manning 
of essential plants—exempt from draft, forbidden to volunteer, and recognized 
by proper insignia as performing an honorable and necessary part in the war 
program. 

Sixth. That the profits in war time. whether great or small, belong to the 
stockholders of our producing industries. to the parents and grandparents of 
our soldiers and sailors; even in considerable measure to the men in uniform 
themselves. 

Seventh. That the rewards as well as the “burdens” of war be. in so far as 
possible, equalized with recognition through certificate of merit or decoration 
for outstanding achievement in the national service by individuals or firms 
in industry ss being of equal importance with honors conferred for meritorious 
performance at the front. 

Eighth. That there can be no equalization of the burdens of war as between 
individuals serving in the military and naval forces. As in the World War, 
so in all wars the dangers in fighting will be met by comparatively few. In 
the recent war, with 4.000.000 men under arms, Jess than 2.000.000 served in 
France and approximately 1.000.000 only served in the trenches. 

Ninth. That the powers of the President already implied and further 
strengthened through the enactment of the Overman bill gave ample authority 
for the control both of governmental agencies and of industry during the 
World War, and that no other ennetment should be necessary to mect the 
exigencies Involved in the prosecution of war. 

Tenth. that “price freezing” as of any fixed date prior to the decliration of 
war will almost inevitably cause financial loss in industry, confusion, and a 
costly complication of administrative machinery. and augment commercial un- 
certainties during a period of stress, and can best be avoided through a con- 
tínuing peace-time study of the costs of materials ond completed products. to 
the end that full information of this character may be constantiv in the filos 
of the responsible procurement agencies. Price adjustment. with some price 
fixing and ultimate recourse to taxation. may be depended upon to prevent 
abnormal profits, 

Eleventh. that burdens involved in the obligation of the Nation to the fam- 
flies of war dead and to those permanently disabled through war service must 
be met to every reasonable limit. 
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Twelfth, that the burden of compensation to able-bodied ex-service men 
three-fourths of whom will see no fighting, and at least one-half of whom will 
undergo training-camp experience only, must of economic necessity be limited, 
and continuing drains upon the public treasury, created by weight of political 
pressure, must be guarded against. 


WASHINGTON, D. C., February 2, 1918. 


‘STATEMENT OF Mr. Howarp E. COFFIN, CHAIRMAN OF THE AIRCRAFT BoarRD— 
RESUMED 


THE CHAIRMAN. Do you remember where you left off? 

Mr. Corrin. As you know, I had been engaged in this work of planning for 
the mobilization of industry for a year previous to the appointment of the 
Council of National Defense in December, 1916, and Mr. G.fford, director of 
the Council of National Defense, who appeared before you some days ago, had 
been loaned to me by the American Telephone & Telegraph Co., to become the 
director of the work undertaken by the so-called Committee on Industrial 
Preparedness of the Naval Consulting Board. 

In approaching the problems which confronted us, and in dealing with the 
problems which counfront us to-day under the conditions of war, it would seem 
that our first work should be such a survey of the situation and analysis of our 
fundamental needs as would enable us to arrive at a pretty cleur conception 
of just what the job before us is, 

We have in this country industrial resources not very fur from equal to 
those of any two of the foreign countries, even Germany and England put 
together, but they are largely unorganized and unedueated for the purposes 
of war, 

Now, oue of the first things which we must settle in our own minds is what 
Sort of a war we are getting ready to fight. If we are going to say that the 
war is going to be over in 6 months from to-day, or a year, or 15 months after 
our entry into it, why, that is one kind of an assumption. And let me po:-nt 
out that this is the assumption, unfortunately, that nearly all of the Ailies 
went on at the beginning. Now, I do not believe any of us are quite willing 
to take a chance on that sort of a basis, and if this war is going on, year after 
year, for a period of years, then we must proceed on a different basis than that 
we are now on and take such steps as will enable us in due time to reaily 
mebilize the resources of this country for the purpeses we have in mind. 

The CHAIRMAN. I am rather surprised at what you say there regarding the 
basis upon which we are now organizing, Is there an organized effort to 
mobilize industry on the assumption that we are going to be in it for only 
a limited period? 

Mr. Corrin, That is the conclusion one comes to if one views the character 
of our industrial activities to date. 

Senator WEEKs. That would seem to be directly contrary to the position that 
has been taken by the President. 

Mr. CorFIN. Well, let me preceed just a little further and then we can point 
out the differences. 

The CHAIRMAN. All right. 

Mr. COFFIN. As all of us know, it requires from eight months to a year to 
get any big manufacturing institution converted from its peace-time occupation 
to a war-time production. Consequently, if we are going to have—— 

Senator WEEKS. Just excuse me a minute. I do not like to interrupt you, 
but won't vou modify that to say “to its full capacity ”? 

Mr. CorFIN. Yes; to real capacity, making it efficient as a source of supply, 

Senator WEEKS. It might commence to produce the goods a great deal quicker 
than that? 

Mr. COFFIN. Yes: of course, depending on the kind of product, but it takes 
some months to build up after it has begun. Consequently as it becomes neves- 
sary for us to convert more and more of our resources for the purposes of war 
we must proceed upon some practical basis of preeducation and prearranceuent 
which will enable us to use these concerns when the time comes for using them. 

As long ago as March 15, 1916, before the Committee on Naval Affairs of 
the House, the suggestions of the Nuval Consulting Board were set forth, 
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together with copies of forms to be used, etc., in taking an industrial inventory 
of the country’s resources with a view to having this information in hand so 
that sooner or later the governmental agency which was charged or to be 
‘charged with the mobilization of the resources of the country for the purposes 
-of war could proceed intelligently and without delay. Some thirty or more 
thousand of those completed inventory forms are already on file in the Council 
‘of National Defense, dealing with almost every phase of the manufacturing 
facilities of plants throughout the country. 

There are about 35,000 manufacturing concerns, as I remember, in the 
‘country doing a business of over $100,000 a year, and these concerns, because 
of their resources, naturally would be the first ones to be called into the 
Government service. These concerns are scattered throughout the entire 
country from coast to coast, and with a careful analysis of our war needs, 
with an analysis of the manufacturing facilities of the country, in part already 
prepared, it would be possible, and will be possible, to offset the requirements 
of the Government against the capacity of the country to supply, so that by a 
proper percentage conversion of the industrial resources of the country we may 
both meet the governmental needs for munitions and at the same time conserve 
the commercial activities of the country to such an extent that we will not 
break down the economic mechanism which has been built up over a great 
many long, hard years of industrial effort. 

In short, if a business concern is marketing several million dollars’ worth 
-of products throughout this country, and perhaps throughout foreign countries, 
and it becomes necessary for the Government to utilize resources of such 
character as those possessed by this concern, it is a very easy thing, of course, 
for the Government td commandeer or take over its entire production and 
-convert it to its needs; but by so doing we entirely ruin the channels of com- 
mercial activity which have been built up by that concern and will leave it at 
the end of the war stripped of its entire merchandising mechanism. That, 
it seems to me, is a thing which is particularly to be avoided, because we have 
seen in all of the foreign countries that even though they have been involved 
much more closely in the prosecution of the war than have we, nevertheless 
they are laying plans all over the world for the commercial period of peace 
following the war. These channels of commerce are the arteries of our 
national welfare. 

Senator KirBY, Your principal view there seems to be to so distribute such 
requirements as the Government shall demand of our industrial concerns as to 
leave so far intact as possible their regular business? 

Mr. Corrin. Exactly. 

Senator KırBY. And to distribute it so widely that we will get all we need 
and not cripple the institutions? 

Mr. CoFFIN. It is what we may term the percentage conversion of industry 
to the purposes of war. Now, several things are accomplished by this process 
In the first place, it is vitally necessary that labor be kept employed in the 
territories where it is already employed and where it is properly housed. 

It is necessary that the manufacturing organizations which have been per- 
fected through 5, 10, 15, or 20 years of industrial effort shall be maintained 
and converted to meet the needs of the Government as units rather than be 
broken up into fragments and transferred to some other portion of the country, 
utterly losing the good will of the organization as it has existed. 

Now, our procedure to date has resulted. in many instances, in the concen- 
tration of war business in industrial centers, where it is practically impossible 
to house labor, where when labor is brought to the job it will not remain 
because of inadequate housing and lack of the usual facilities which labor 
demands, such as schooling facilities for the children, sanitary living conditions, 
and so forth, and labor immediately floats away again, possibly back to its 
old location, if it be still available, or elsewhere, and carries with it, of course, a 
very great deal of dissatisfaction with the Government’s way of doing things. 

The theory has been advanced a good many times that the so-called non- 
essential industries ouzht to be discontinued in order that there might be 
released both labor and material to meet the Government's program, This 
theory that labor if left unemployed in one section of the country will natu- 
rally gravitate to some other section where employment may be had, is only 
in a very small sense true, and it is certainly not true of the better class of 
labor, which owns its own homes and is not of the floating variety. We had 
one instance, which may have been brought to your attention in connection 
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with the Sparrows Point situation, where in order to obtain a permanent 
increase, as I remember the figures, of from about 3.000 men up to 3,600 men, 
31,000 employees, or 11,000 names, have been passed through the employment 
organization of the company. In short, to get a permanent increase of 600 
men 11.600 had been hired and had left the employ of that concern. 

That is almost unbelievable, but was an example given. I think, almest 
exactly as I have stated it in the hearings before the Committee on Housing 
some weeks or so ago, 

Senator WEEKS. And that was the case, notwithstanding the fact that addi- 
tional transportation facilities between Sparrows Point and Baltimore were 
provided by the electric roads? 

Mr. Corrin. I believe that that is true. i 

Senator WEEKS. There has been some testimony to that effect. 

Mr. Corrin. Now, of course, in a shipbuilding program we all appreciate 
that the work on the hulls must be done on the senboard and the labor must 
be provided at the points where the ships must be built. That is not a char- 
acter of munitions work which can be moved to other sections of the country: 
but that Sparrows Point case is merely indicative of a condition which exists 
in several of the more strictly munition-making localities. 

The campaign which is being waged against “nonessential industry ” and 
the activities which are being instituted by several other organs of the Gov- 
ernment, which have been given pretty wide administrative powers, have tended. 
of course, to very greatly embarrass and discourage the so-called nonessential 
industries. 

For the purposes of this war in which we are engaged it seems to me that 
the term “nonessential industry ” is entirely an erroneuos one, because, as I 
pointed out to the committee the other day, while a ton of steel in the United 
States will make just us many shells as a ton of steel will make in Germany, 
the American dollar gees only a small fraction of the distance as a similar 
amount in the enemy country, and we have on our hands the job of financing 
not only our own war program but we are loaning heavily for the financing 
of the allied countries as well, and consequently one of the principal pieces 
of Werk before the House and the Senate is the raising of revenues with which 
we are going to foot these bills, 

Now, those revenues can he obtained only from a country which has been 
kept reasonably prosperous and from communities where the economice econ- 
ditions are maintained at somewhere near a reasonably uniform and normal 
basis. At the moment the manufacturer or the business man in this country 
is confronted with a situation which is little short of terrifving to him. There 
are five or six governmental agencies, any one of which may put him in serious 
difficulty. In order that he may feel reasonably sure of conducting a business 
which is not directly involved in the production of shells or other munitions 
of war, he must deal here in Washington with the priorities committee, which 
may determine the question of whether or not he can have materials; with a 
Fuel Administration, which determines whether or not he may use fuel and 
in what percentage; with a War Trades Board: with the Director General of 
Railways. dealing with transportation: with the advisory committee of the 
Federal Reserve Board, which deals with the question of raising additional 
capital through stocks or bonds for carrying on business: with the control 
of publie utilities, the question of the control of power—which concerns shall 
be given electric power, ete.— ind he must in addition to all these things fac 
the difficulties of obtaining labor, the difficulties of dealing with labor in the 
present situation, and, as I have said, he is confronted with the cumpaign for 
indiseriminate saving. whieh has been put on particularly by Mr. Vanderlip. 

The CHAIRMAN. Are vou going to suggest a remedy for that condition? 

Mr. Corren, In a general wav; yes. 

Senator SHEPPARD, Mr. Coffin, what is that program of indiscriminate saving? 

Mr. Corrin. Well, here is just an indication of it from the headings of one of 
the New York papers: That “ Vanderlip advises bankers to discourage loans to 
nonessential enterprises.” Of course, nearly every business in this country is 
financed in some way throuch banks, and there is no question whatever that 
this kind of thing has hed a very tightening effect upon the industrial activities 
of the country in many ways, 

Senator Srepparp. Well, as a matter of fact, if we are to have money avail- 
able and eredits available for the purchase of these Government securities in 
order to carry on the war, the varicus businesses of the country must he 
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enabled to go on, must they not? Is not in that sense nearly every business an 
essential one? 

Senator New. What is a nonessential industry ? 

Senutor SHEPPARD. 1 would look at it from that standpoint, that we need the 
surplus credit only for carrying on the war. 

Mr. Corrin. I think all of us will admit that a going and prosperous business 
concern is one of the best assets which the Government can have, whereas a 
closed plant and a bread line are probably the greatest liabilities that we can 
have, either in peace or in war. 

Senator SHEPPARD. That is the point I have in mind. They are all essential 
if they are legitimate. 

Mr. Corrin. I am making no plea for “business as usual,” and never have; 
but I am urging against the wrecking of commercial industry in advance of any 
definite governmental policy for the conversion of plants and labor and materials 
to war work. The national welfare will be endangered by such action. If you 
analyze the situation as to what has made this country prosperous and what 
maintains it upon a prosperous basis, you will get down to the fact that it is 
business transactions each of which carries a profit. Many people say, “ No; it 
is the great natural resources of the country which have brought it prosperity.” 
As a matter of fact, these great natural resources have been made available only 
through business; through business transactions, each carrying its profit, which 
have in time, of course, created the wealth of the country, and must continue to 
create the wealth with which we shall sooner or later finance this war, whether 
by tuxes, by bond issues, or otherwise. The business of the country is the 
backbone of our whole effort in that direction. 

Senator New. Natural resources do not amount to much unless they are 
developed by capital and by labor, at a profit to both, 

Mr. CoFFIN. Exactly. 

Senator WEEKS. Let me put something in the record right here, Mr. Coffin. 
Evidently not only many well-intentioned men are making the argument which 
you refer to, and illustrate by what Mr. Vanderlip said, but those who are not 
well intentioned are evidently trying to embarrass us. I had a letter yesterday 
from a Massachusetts man, inclosing a copy of what purported to be preliminary 
advertising, and which was to be given out in behalf of the next Liberty loan. 
My correspondent was asked about the character of this advertising, and sent it 
to me. I took it up with the Treasury people, who denied that they had had 
anything to do with it; that they had ever seen it. Now, that would seem to 
indicate that somebody, approaching being an enemy, if not German influence, is 
going to try to develop this propaganda, by what purports to be advertising 
sent out by the Treasury Department, to facilitate the selling of Liberty bonds. 

Senator SUTHERLAND. What was the nature of it, Senator? 

Senator WEEKS. It was something along the line of this propaganda that is 
preached, that we should stop all nonessential business; only carried it further 
than anyone or anything that I have seen. 

Mr. CoFFIN. Now, going back for a moment to the work that was done last 
year, through some 20,000 of the engineers of the country in inventorying our 
resources, Army officers who were assizned to this work analyzed to a limited 
extent the results obtained from 18,000 of these inventories, 

Senator WEEKS. When was that commenced and when was it concluded? 

Mr. COFFIN. The first moves were made about January 1, 1916, and the work 
was Carried on during the summer of 1916. 

Senator WEEKS. Well, I notice in General Crozier’s testimony, answering a 
question from Senator Wadsworth as to what was done before the 6th of April, 
1917, about preparing, as far as his bureau was concerned, and he used this 
language: 

* I also commenced—oh, some time before the outbreak of the war—a number 
of months before—to inventory the manufacturers of the country who would 
be enabled of doing the kind of work that we needed.” 

Now. has not that all been done? 

Mr. Corvin. No; I know all about General Crozier’s work. The Ordnance 
Department had a certain limited list of manufacturers, but nothing anywhere 
nearly so extensive as this other work. General Crozier was in touch wita this, 
and within 30 days of the outbreak of the war he had arranged to send an oflicer 
from one of the arsenals—I ean not think of his name just at the moment—-with 
me upon a trip through the Middle West to start putting into effect the educa- 
tional plan which had been prepared in connection with this work. 


860 WAR POLICIES COMMISSION 


Senator WEEKS. Was that General Wheeler or Colonel Dixon? 

Mr. Corrtx. It does net seem to me that it was either. 

Senetor WADSWORTH. You say within 30 days of the outbreak of the war“ 

Mr. CoFFIN. Yes, sir: just bevore; and the outbreak of the war really 
stopped the try-out of this plan of operation. Well, this is merely by way of 
showing in general principle what we ought to be doing now. Now. here .s an 
analysis of 15,000 concerns, by States, Take, for instance, the State of Ohio, 
just to show you the character of the information. In the State of Ohio there 
are 1,209 institutions analyzed as capable of producing war material. The nun- 
ber supplying goods already to the Government was only 154 out of 1.209. 
The number who had facilities for making jigs, tools, und fixtures for the.r 
own work was 322. The number having union shops, 119 out of 1.200; the 
number employed toolmakers, 1, but under 10, 438; tooimakers, 10, but under 5» 
are 102; 50 but under 100 are 13; 100 and over are 11; number having shipping 
facilities within the plants, 559; number having shipping facilities by water, 
273; number having chemical laboratories, 85; number having physical lab- 
oratories, 14; number having other laboratories, 166; number willing to 
bid upon regular Government contracts in time of peace, 678: number willing 
to accept business in time of war upon cost plus a reasonable profit basis, 
865; number willing to consider taking educational orders in advance of the- 
outbreak of war, merely in line of educating them to produce war materials. 700. 

There are a number of other classifications here, giving details which you 
do not care about. ` 

In making this inventory special forms were used, and cards with which 
I think you are all familiar. They are used in the Census Bureau, and can 
be fed through an electrical machine to pick out the particular classifications 
which may be desired. If you want to pick out all of the concerns, for 
instance, inventoried in the State of Ohio that are capable of making saddles 
or harness, or something of that sort, vou simply set the mechanism for this 
item and feed the Ohio cards through the machine and the cards are thrown 
aside, giving you the list of the names of all the people fitted for that sort 
of work. I have here one of the inventory forms used, and it may be inserted 
in the record if vou so desire. 

(The form referred to is as follows:) 


I. BUSINESS AND ADMINISTRATIVE 


E Name of “establishment 22 se Sse a = 
2, Character of Orendain id ee E 
(Individual, partnership. or corporation.) 
3. Post-office address of general OfÍce---- ooo cocoa 
(Street and No. City. County. State.) 
4. Date business was established. o ooo coco nooo 
5. Does this report and attached schedules cover all the business of this com- 
pany and its subsidiaries? --_--- : if not, what other business and where 
located. te zac cae ees ee eee ee ps a See tat eee 


6. Officers— 


= can citizen, 
Name Age tieso country of 
f birth 


Brewer er em meee re seen ar ame newer ewe en eee - 2 ee ee et ef te mw treme eee wwe ew mwe -Je eee w er een ence 
SRS Sele SS SiS ge aS sin ise Sie a Se SiS A A Site a Se Bnei es ee eS ee ee 
PS O E E ee A o ee aa an 
A o ene fe meer eer ewe ere 
wens eer m ame a fe em men ser fo enema iii 
PR E O E E a a ei 
A E E SE a eee e wearer see 


PA E E ii sense reeeern ee 
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7. Owners or principal stockholders— 
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Address Amerie | If not Ameri-. 
can citizen, 
Name can country of 
. citizen? ney 
City State birth 
8. Directors— 
Address Amire If not A meri- 
Name can ma sre ar 
City State citizen? birth a 


AE ENE o A A E O ETT 


Chairman. 


E E ee E ee Or T 


o es ee ee ee ee ee ees ETETETT 
ee ee ee ee ee eee PA 


ee ee ee ee ee ee ES PA 


ee m an eee m am ae ee eee we eee ee ee ee ee ee ee ee re ce ee ee ee ee ee ee ee ee ee ee ae eee ee eee ee ae 


10. Approximate value of physical plant, $ 
(Land, buildings, machinery, tools, 


Se a o. 


nana 


conan 


equip- 


ment, supplies, and merchandise.) 
11. Principal bank or banks with which business is done (names and locations) 


II. PLANT 
Io ta) Löcatlon Of Plibtecccasinnis aci da idas 
(City or town.) (State.) 


am an ae an me eee am am ewe a UA em cme eee ee A A eee ee O A O A ee ee ee ee ee ee A A ee ee ee ee A e ee a e e. 


eee am av cee ao a em eis ee ee ee ee mee ee ee mee ee cee ee ee ee eee ee ee ee ee ee ee ee ee ee ee ee eee dd 


(b) Number of buildings. ------. (c) Are buildings owned or rented? 


-— am oom om 


2. Plant surroundings 
(Isolated position, congested district, etc.) 


3. Population of city -is casino ticas 


CO). Ploor pans? 2603 = eis er eee eee ee ee ls 


6. Total ground area 
(Squire feet.) 
7. Ground area unoccupied available for expansion 


8. Building construction 


9. Number of stories___-.~---._-_-- MMiMsMsMisMIMiMiMņMiMiMiMiMiiħiiMiņiħiħĖħĖi iii 


10. Insurance rate 


(Square feet.) 
12. Approximate carrying capacity of floors per square foot 


ee en eee a A D tan 


— ap a re a et cee we ee ere ee ee eee eee eee ee ee ee ee ee ee ee ee ee ee ee ee 


ek cae SD GD ED e eG Ge GD ce emis A eh SE ae Oe A A O ED e A e ee ee ee e oe ee a Oe oe ee A ee ee om oe O A A oe oe oe oe ae aD 


11: Floor SpnCGin 22d sos a aa 


-a CU ee a ee eee ee eee ee ee oe oe 


14. Company oftices in plant or separate___---__--.------------------------- 


15. Description of fire protection___--.----------------------- ASA 


a m om me eee a cee a em eee re me ee ee ee o a ee ewe wenn eer see 


ee m me ne nee ee ee ee ee ee we ee ee eee ee ewe ee we ne ee ee ee ee ee we emer eee eee ere er eee ween eee 


(Kind. ) 


(0) Water SUI Voip as eee 


(Private or outside sources.) 
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18. (a) Power developed in plant---------------—- purchased--------------—- 
(Kind.) (Kind. ) 

(b) Power now operating------------- (c) Maximum capacity... 
(Horsepower.) (Horsepower.) 

19. Can plant be operated at night). corintio ae 
20. Elevators—(a) Number of freight_---__-- (0) Capacity of largest. 
(c) Platform of largest, leugth_---------oooo 2. Width----—-----------— oe 

(Feet.) (Feet.) 

21. (a) Are facilities ample for feeding employees? icono ss 
(b) If large addition made to force? o occ 

22. (a) Are facilities ample for housing employees? 
(b) If large addition made to TorceY ocio 
AAA E IA O 
24. Lockers for employees? 
25. (a) Postal or Western Union office in plant? -----------------—--- 
(0) Number of telegraph operators? ~~~ ooo 

(c) How many are not American citizens? ocio En 

26. (a) Telephone switehboard in plant?--—-------------------—-------—---— 
(b) Number of telephone operators. 2~- ~~ 2-2 2-- ee 
(c) How many are not American citizens? ~~~. m 
(d) Number of departmental extensions. ..2-- 22 ~~ 

(e) Number of trunk lines to outside ooo 

27. Auto call or other signaling system in plant? ----------------—--—— a 
28. Pneumatic tubes between departinents? -------------—----——--——--——-————- 


II. MANUFACTURE AND PRODUCTION 


1. Normal yearly Slack season froMm-------------------- Es See oa eG a 
(Date. ) (Date. ) 

2. Approximate percentage of machine and tool equipment idle in slack sea- 

SOND VEEE i al a ate ls oe 

8. Is there a planning or routing department in factory? ooo... 

4. To what limits in precision in machine work does factory operate_____.____- 


(I. e., to one one-thousandth of an inch, etc. ?) 
5. Principal materials used— 


Unit of Approxi- From whom purchased 


S 
used 


Pa E ET a ee 
p R O -RERET 


ASE EEE a ee eer eww O 


SET a E RT 
A E a a o a cece nl eee ee eee emi ewe eens cee 


A EE EEE a EE e eee | er eee er eee em ee ee eee o ewe 


6. Principal products manufactured— 


Approxi- : 
Unit of mate o 
Kind measure | amonnt ropor- To what courtries 
(tous, | manufac- pro (optional) 
etc.) tured Besa 
annually | => p 
E a a a a ssf er ewe ener meer eweeerwmae—~ ae 
SGeeaetentaeannwreaetoc rs re er eer aww a lems r Ei we mec nel en mmmm enews eee rer wren r rear ewe 
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7. How are products marketed: (a) Direct?_.---..------.--_-_------...----- 
(b) Jobbers?_________- (c) Wholesale?_---------. (d) Retail? -__ as 
8. Catalogue of products attached? ooo 
9. (a) Are branch offices or depots maintained for distributing purposes?______ 
(0y LE 80; WHERE: 23 0 oe ee a 
10. (a) Have Army and Navy goods been supplied to the Government within 
past two years?_________- If so, in what kinds and in what quantities: 
(b) For United States Government (c) For foreign governments 


Principal kinds Approximate quantities Principal kinds Approximate quantities 


(Report in sufficient detail to show experience of this company in manufacturing Gov- 
ernment supplies.) 


2. General labor conditions. -----oooocoocooo- (a) Any labor trouble within 
past year ?looooooooooo.- (b) Causes and how settled----------------. 


am O ey ee A O a a ee A A e XK O ee eee ee ee ee e eee we en oe we + ee em ow O e ee ee A O A a ae Ga a oe es e es a o A oe e D 


1D ES AAA ee ot (C) VODENI- 220 ec eon ras 
4. (a) Number of men in shop (busy season) .-------------- (b) Approximate 
number skilled_.--.--_-- (c) Approximate number unskilled....---._-.-. 


5. Number of toolmakers___-_..--.--.-__~__-2---- ~~~ 
(Included in 4b.) 


8. (a) Number of women in shop (busy season) ----------------------—------ 
(b) On what lines WO0Ork------------------ en ce eek eee et eee ecu 


Se ee Ue ss en ee ee wm 2 em A es ee ee y ee ee er A ee ee we ee we ee ee we 9 ee we A Oe UU A e A A A A T T & Gp OR O oe e O ee so ew ae D 


a ee ee ee ee o ee ee we ee ei ee mw eee A a A A A A we wes ee eww we we wee A A ewe we Bee we ee 


7. In which departments, if absolutely necessary, can women replace men, and 


in. “What “NUM bDel Ss cuco carac dt eluent a 
$. General system of pay—piecework or hour. _--_-.-_---__----..--..------- 
9. (a) Number of hours per day or per shift -----------------------------——— 

(b) Number of shifts DEFI A ee a id 

(c) Number of hours per week for each shift.-...----..-.--..---__-_---. 
10. Is overtime work done willingly ?..---. 0. ooo 
11. Is night work DOSSIDIG << eee ee eee ras 
12. Approximate percentage of employees that are not American citizens--.---. 

V. TRANSPORTATION 
1. (a) Railroad shipping point, if outside of plant ------------ (b) Trucking 
distance -_-...-.. (c) Kind and quality of street surface en route ------ 
2. Number of trucks owned, horse drawn -------. Motor cd Number 
of trucks hired, horse drawn ---------- motor 2 et 
3. Railroad trunk lines accessible o ooo 


e — e e e we es e ee ee o e e ei AR ee oe A A a e e a e e A e e e Mew A a e we we we wee eS A A A A A <<. 


45140 —31—pT 3—25 


864 WAR POLICIES COMMISSION 

4. (a) Shipping fucilities inside of plant? -----------7 (b) Car capacity of 
sidings -------- (c) Switching by ruilroud or self ----------- 077700 

5. Car capacity of sidings adjacent Lo Dial a AE 


6. (a) Shipping fucilities by water? ---------- 
2 (e) Maximum draft of vessels which can reach 


feet ------------ 

docks-.---------- (d) Trucking distance between plant and doeks_------- 
(e) Kind and qual.ty of street surface en route Lanza ARTO 
(f) Crane pacity on A eee ee wee 


VI, POSSIBLE FUTURE ARRANGEMENTS 


Lea a ee ee 


pting United States Army and Navy business in time 


of war on cost plus reasonable profit A A ee ns is ea 
pting “ Min.mun annual educational order” (see 


A EA 


4. Would consider accepting payment in accordance elause B? -------------- 
5. Would favor the enrolling of skilled labor in “ Industrial 


E A a O 
Clause A.—Minimum order for annual production of Army and Navy goods will be 
accepted with the understanding that such order will be restricted to that product for 
which the manufacturer's equipment Is best fitted. also that such order shall be for 
only such a quantity of product as will insure familiarity with the work upon the part 
of the manufacturer's organization. The manufacturer agrees that this minimum annual 
educational order shall be put through the factory in regular course and in such manner 
that foremen and those bolding positions of responsibility shall become familiar with the 
peculiarities incident to the manufacture of these goods. In event of war the manufac- 
turer will be expected to concentrate upon this same product, and it is essential, there- 
fore, that his entire organization. including purchasing. manufacturinz. inspection, ghin- 
ping, engineering, cost-keeping. and administrative departments be made familiar with 
Minimum orders will not be of sulticient quantities to interfere with manu- 


facturer’s regular production. 

Clause B.—1t ts proposed that payments for “ Minimum annual orders.” covered in 
clause A, shall be made upon the basis of the actual cost of production. inclusive of all 
special tools, jigs. etc. plus a reasonable profit. In case special jigs, tools, gauges. OF 
fittings are necessary for the production of these goods, A M nimum supply shall be kept 
on hand. nnd if they ean be made in the plant. the engineering or designing department 
shall maintain at all times corrected drawings from which the shop may, upon short 
notice, construct the necesary equipment for quantity production. 

Clause C.-— 1n war as now waged the industrial force has become quite as important 
as the fighting army. Skilled mechanics in all lines of production work must be kept 
from enlistinent in the Army and must be retained in the factories, mills. and mines for 
the production of munitions. It is essential. therefore, that the names of these «killed 
workmen be listed and that the men themselves be enrolled in the Industrial Reserve. 
It is proposed that a button or other distinguishing mark will be supplied by the Gov- 
ernment in the event of war to skilled workmen enrolled in the Industrial Reserve. and 
such enrollment will be considered to carry with 1t honors equal to enrollment in the 
fighting army. It is also proposed that a Government card will be issued to each man 


enlisted. 


IS a M a a 


VII. INVENTORY MANUFACTURING AND PRODUCING EQUIPMENT 


Describe in such detail as will permit of intelligent decision as to work for 
which equipment is best fitted. Summarize Classes of tools and types of 


machinery or producing equipment. 


A AA 


o See EEA 
A A 
a Bie ange re owe ewer erent 


1. (a) Is there a chemical testing laboratory ?---------- (b) Physical lab- 
oratory ?---------- (c) What, if any, other special equipment for scientitie 
ne ee aaa 
VIII. FIELD NOTES 
(This page to be used by board representative) 
Name and title of official giving the information for this report-----------~ we 


A ON 
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Other tables were made up at that same time. Now, for instance, take the 
same State of Ohio again—just take it as a central State. As I said, the 
total number of concerns analyzed was 1,209. Those which were classified in 
the list of munitions and component parts thereof, powders and explosives, were 
56. Those capable of making gun materials and large guns, 2: gun carriages, 
limbers, caissons, ete., 6; personal equipment, 18; horse equipment, 17: tools, 
gauges, punches, dies, jigs, etc.—that is, concerns making that specialty—20;. 
muachine-tcol makers, 45, ete. 

Senator WEEKS. I do not think I made myself quite clear; but I do not see: 
why General Crozier should have been making an inventory if he could have 
gone to the War Board and obtained that information. 

Mr. CoFFIN. Well. I do not believe that this inventory and this plan of 
procedure has even yet been utilized to any extent, although the documents. 
in the ease have been on file with the Council of National Defénse ever since: 
December a year ago. 

Senator McKELLAR. It must have cost a good deal to have obtained that 
information, did it not? 

Mr. CoFFIN. I was not going to say anything about that. I spent about 
$22.000 or $23,000, or more, on it, and I suppose other engineers throughout 
the country spent, at a conservative estimate, more than $200,000 in that work. 

The CHAIRMAN. Voluntary work? 

Mr. Corrrn. Voluntary work entirely. 

Senator SUTHERLAND. Is that a public document ? 

Mr. Corrtx. This is a public document. This is the Kernan report, pub- 
lished January 4, 1917-—* Government Manufacturer of Arms, Munitions, and 
Equipment “—and this Kernan report was based in very considerable extent 
upon this work which already had been done by the Naval Consulting Board. 

Senator WEEKS. General Kernan of the Army? 

Mr. CoFFIN. Colonel Kernan then, I think general now. F. J. Kernan, colo- 
nel Twenty-eighth Infantry, president; C. P. Summerall, lieutenant colonel, 
Field Artillery; Benedict Crowell; R. Goodwin Rhett; L. M. Fuller, major, 
United States Army (retired), recorder. 

Senator WADSWORTH. What was the date of that report? 

Mr. Corrin, January 4, 1917; a little over a year ago. 

Senator WEEKS. The Government made no contribution to that $200.00 or 
$300.000 that was expended? 

Mr. CorFFIN. The only reimbursement made was a payment of $3,000 made 
to me within the last two or three weeks by the Navy Department as office 
expenses in connection with the New York office, after the date of the passage 
of the bill appropriating $25.000 for the expenses of the Naval Consulting 
Bonrd. That was after the work was nearly completed, and the Navy Depart- 
ment took over the expenses of the New York office. 1 continued to finance 
it, but turned in the account, and they paid that proportion of the expense. 

Senator SuTHERAND. I see that the paper states that the Secretary of Agri- 
culture is to ask for $12.000,000 for an agricultural survey—I presume some- 
what similar to this survey. That seems to me, offhand, to be quite a large 
sum. 

Mr. CoFFIN. It would seem so. Now. let me say that in the act “for making 
further and more effectual provision for the national defense, and for other 
purposes” (Pub. Doc. No. 85, 64th Cong.), there was a clause based upon this 
work which I have been describing to you. You will remember section 120, 
providing practically for the commandcering of any plants in the country neces- 
sary for Government work. That was one measure we were interested in 
having enacted. and then this further provision : 

“The Secretary of War shall also make, or cause to he made, a complete list 
of all privately owned plants in the United States equipped to manufacture arms 
or ammunition, or the component parts thereof. He shall obtain full and com- 
plete information regarding the kind of arms or ammunition, or the component 
parts thereof, manufactured or that can be manufactured by each such plant, 
the equipment in each plant and the maximum capacity thereof. Te shall also 
prepare, or cause to be prepared, a list of privately owned manufacturing plants 
in the United States capable of being readily transformed into ammunition 
factories, where the capacity of the plant is sufficient to warrant transforming 
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such plant or plants into ammunition factories in time of war or when war 
shall be imminent, and as to all such plants the Secretary of War shall obtain 


full and complete information as to the equipment of each such plant, and he 


shall prepare compr 
ammunition factory, 
nition as in the opinion of the Secretary 0 
“The President is hereby authorized, in his discretion, d 
mobilization of industries essential for military prepared 1 i 
-character, and to take all necessary steps to provide for suc 
as he may deem necessary to organize and coordinate the work hereinbefore 
described.” 
Then there is 
for the procurement of gauges, dies, jigs, etc., necessary 


arms, which reads as follows: 

“Sec. 123. Procurement of gauges, dies, jigs, etc., necessary for manufacture 

of arms, “tc. The Secretary of War be, and he is hereby, authorized to prepare, 

or cause to be prepared, to purchase or otherwise procure, such gauges, dies, 
including specifica- 


Jigs, tools, fixtures, and other special aids and appliances, 
immediate manufac- 
t and by private manufacturers of arms, ammunition, 


tions and detailed drawings, aS may be necessary for the 

ture by the Governmen 

and special equipment necessary to arm and equip the land forces likely to be 
required by the United States in time of war: Provided, That in the expendi- 
ture of any sums appropriated to carry out the purpose of this section the ex- 
isting laws prescribing competition in the procurement of supplies by purchase 
shall not govern whenever, in the opinion of the Secretary of War, such action 
will be for the best interest of the public service.” 

That clause was incorporated, pecause it was the desire—this was in peace 
time, remember—it was the desire that the War Department should classify 
the manufacturing facilities of the country and should say to “As” plant, if 
you like, in Ohio, going back to the same illustration we used before: “ Gentle- 
men, your plant has been classified in the category of shell manufacturing; in 
the event of war you will be held responsible for the production of, say, G-inch 
shells, your equipment peing fitted for that work. We desire that you shall 
equip yourself with the necessary dies, jigs, and tools for the production of 
these shells, which, under the law, we are empowered to authorize you to do, 
the expense to be paid upon a cost-plus basis or any basis which will permit 
you to proceed without delay in the execution of this work. The Government 
will expect you to convert 50 per cent of your capacity to meet its needs in 
event of war.” 

Then, in the Public Document No. 242, Sixty-fourth Congress, the act “ mak- 
ing appropriations for the support of the Army for the fiscal year ending June 
30, 1917, and for other purposes,” there are several other clauses of this nature 
introduced in connection with the munitions appropriation, one of which reuds 
as follows: 

“ Provided further, That $250,000 of this appropriation may be used to pro- 
cure gauges, dies, jigs, tools, fixtures, and other special aids and appliances, 
including specifications and detailed drawings necessary for the manufacture 
by the Government and by private manufacturers of am unition necessary for 
the use of the land forces of the United States in time of war, and in the 
purchase of lots of amm unition to complete the object of this proviso the exixt- 
ing laws prescribing competition in the procurement of supplies by purchase 
shall not govern in orders not to exceed $50,000 in any one case.” 

That meant that after a concern had been classified in a Government list, 
as a shell manufacturer, if you like, that the Government was enabled to 
place with that concern, as an educational order, 4 contract for $5,000 worth 
of material or any such amount not exceeding $50,000, as in the case of A 
big gun or something of that sort, which would acquaint that concern with 
the character of the work desired by the Government. and get them fitted so 

they could be quickly converted to the Government's need. 

Senator WEEKS. Now, what are the dates of those two bills? 

Mr. Corrin. June 3, 1916, and August 29. 1916. 

Senator MCKELLAR. My recollection is that the first of these appropriations 
was made in the year 1915, for jigs, dies, and the like. 

Mr. COFFIN. Yes; there were other appropriations. 

Senator MCRELLAR. My recollection is there were $200.000 the first time. 
and then $200,000 the next time, and the last time $250,000, making in all about 
$650,000 ; and my recollection also is that nothing was done with any of those 
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appropriations. Now, when did they first begin to use that? When did you 
first begin to use them, or when did the department first begin to use them? 
Geueral Crozier testified on one occasion that when he asked for the second 
one the first one had not been used at all. 

Mr. CorFINn. I remember that testimony. 

Senator MCKELLAR. This must have been two years ago, while I was a 
Member of the House. I urged him to proceed at once und have those jigs, 
dies, and tools made; and the second appropriation, as I recall it, was on his 
express promise to have them made, and that, as far as I have been able to 
find out—I do not know what the other members of the committee know about 
it—we huve never been able to find the expenditure for any of those jigs, dies, 
and tools, until after the war began. The jigs, dies, and tools were for various 
articles. 

The CHAIRMAN. Their expenditure did not come under you, Mr. Coffin? 

Mr. Corrin. No; that was all under the Ordnance Department. 

Senator McKELLAR. I thought you were referring to them. Which ones came 
under you? 

Mr. CorFIN. None of them came under me. You see, I was acting in an 
unofficial capacity. 

Senator McKELLAR. When did you begin to advise in regard to them? 

Mr. CoFFIN. Oh, as early as 1916. 

Senator McKELLAR. When did you first come to spend any money on them— 
I mean edvise the expenditure of money. 

Mr. Corrin. Oh, at about that time. It was at the time of this hearing in 
the Naval Committee, which was March 15, 1916; I remember that Mr. Tilson, 
the New England Congressman who has been so interested 

Senator McKeELLaAR. Mr. John Tilson? 

Mr. CoFFIN. Mr. Tilson had a portion of the hearing before this Naval Affairs 
Committee on March 15 read into the Congressional Record in order that atten- 
tion might be called to it. 

Senator McKELLAR. But what I am trying to get at is when did you begin to 
have those jigs, tools, dies, and patterns manufactured? 

Mr. Corrin. I had nothing to do with the work and can not answer definitely 
as to that date. 

Senator McKELLAR. Can you get the information? 

Mr. CorFIN. Yes, 

Senator McKELLAR. I have never been able to get it. In other words, it 
seemed to me that the most important step in all of this preparation, both for 
artillery and machine guns and rifles, and the whole thing, was to have those 
tools, jigs, dies, and patterns in the hands of the private manufacturers, and I 
have never been able to find out where any of that money was used for this 
purpose. 

Mr. CorFIN. I do not believe that dies, jigs, and tools were at any time placed 
in the hands of private manufacturers, in advance of the declaration of war. 

The CHAIRMAN. You have nothing to do with that? 

Mr. CoFFIN. No. 

Senator McKELLAR. The reason I am asking you is because you are on the 
advisory committee, and you were speaking about the subject, and I wanted 
to find out what was done with it. We have never been able to find out.. 

Mr. Corrin. The only work I know of that was ever done in this connection 
was some work which was started at the Watertown Arsenal and at Rock 
Island. The only discussions I remember were in connection with rifle gages. 

Senator MCRELLAR. Will you do me the kindness to do this: You say you 
did not know anything about it until the time this war broke out. Would you 
mind having somebody that you could lay your hands on go hack and get those 
appropriations—which particular appropriation and when it was made, and 
what, if anything, has ever been done with the money, and where that money 
is. I would like to find out where the money is. 

Mr. Corrin. If the stenographer will make note of that question, I will have 
this information looked up for you. 

Senator WEEKS. What you say about rifle gages could not have been very 
expeditiously done, because the Rock Island Arsenal was closed down all 
through the summer, fall, and winter of 1916 and 1917, and turned out its first 
Trifle in June, 1917, under the order to start up. 

Mr. Corrin, Now, if we expect this war to be over in six months, there “s 
Probably no use in going back and trying to lay a foundation for the mobiliza- 
tion of industry upon a national plan for the prosecution of the war. If, on 
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the other hand, we will admit that we may be attacking this job on the basis 
of a period of years and upon 4 basis where it may, sooner or later, become 
much more serious to us than at the moment, as might happen in case Of a 
breakdown of our European allies, then certainly we ought not to overlook the 
necessity for beginning to lay a real foundation for our war machine, for the 
education of our manufacturers in various sections of the country, as to the 
product for which their equipment is best fitted, and formulating @ very detin te 
and precise plan of procedure, through which we may apportion the Govern- 
ment’s business by percentage into every locality where there are producing 
facilities fitted to supply the Government's needs. 

senator MCKELLAR. Now, do you not think that we are up against that very 
proposition—that last alternative? Do you not th nk we are in this thing for 
quite an extended time, and that we ought to plin, and we ought to have 
some definite, fixed plan which we can all work to, in order to protect the 
interests of QUE country ? 

Mr. Corris. That is exactly the reason that I am presenting these views to 
vou this morning. I feel that we are. 1 feel, furthermore, that even ad- 
mitting that it might not be necessary to consider this wholly from the stand- 
po nt of covernmental munitions supply, it should be cear to all of us, I 
think, that we can not continue to take out of the various localities of this 
country heavy tolls in the form of faxes and subscriptions to Liberty bons, 
unless the Government is prepared, in turn. to put money back into these 
various localities through such a wise distribution of Government bus ness 
as will keep the labor employed and will keep the manutactur ag industries 
in these Jocalities going upon a basis Which will mainta n the community pros- 
perity and steady the whole economic situation. 

Now, take the labor situation for a moment, There is a creat complaint in 
many directions of the shortage of labor. This is not so much due to a short- 
age of labor, as it is tu a lack of a proper distribution of labor. Government 
work hus, as I said before, brought congestion in certain territories, and we 
would go far toward relieving the labor situation were we prepared with some 
definite plan for a wder distribution of the Government's munition work. 
Further than this. if we face the possible labor shortage, as We must fave it, 
if this war is to be a long war, we must formulate some detinite pian for the 
education of the many millions—some few of millions. at least—of the greal 
many millions of those in this country who are now not gainfully employe:l in 
any ndustry. As I remember it, there are, out of a population of 110,000,000, 
something less than 40.000,000 gainfully employed. Now, one of the first 
requirements, of course, is that the Government business shall be distributed 
in such a way that the labor which is in hand shall be employed. Where it is 
necessary to move labor, as in the case of shipbuilding, to the coasts—to one 
point where congestion is sure to occur— there the Government must take 
immediate steps for the proper housing of that labor, or the ships will never 
be built: yeu can not hold labor on the job, on any volunteer basis, where the 
facilities are inadequate for housing it. 

Now, having taken these steps. there will undoubtedly confront us, soonet 
or Inter. a real shortage in labor. We must adopt some detinite plan of pro- 
cedure, as I say, for the education of labor, or the so-called dilution of labor 
by educational processes. 

There are, as I said. some 85,000 concerns in this country doing a business 
of over $100,000 a year. There is not one of these concerns, generally speak- 
ing, members of the great industrial organizations of the country, such as the 
Chamber of Commerce of the United States, the Manufacturers’ Associations. 
the Industrial Conference, and so on, there is not one of these concerns which, 
even upon a voluntary patriotic basis, would not be willing to enter into an 
agreement to furnish a certain percentage of its labor monthly to meet the 
Government's needs in any part of the country where it might be necessary. 
For instance, if a concern employing 3.000 men were asked by the Government 
to release 3 per cent of those men per month, or 3 men for each 100 employed. 
in certain skilled lines, there would net be the slightest difficulty in working 
out a plan through which these concerns would make arrangements to educute 
unskilled labor—women, in many instunces—to displace the men for geverb- 
mental work. These men being taken from these concerns Would be the npe 
of labor desired by the Government. They will have their transportation 
provided for them. They would have a definite place in which they Would fit. 
when they had been furnished in accordance with a definite Government plan. 
and would have proper housing facilities when they reached the point at whics 


they were to be employed. 
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The CHAIRMAN, Is anybody doing that work? 

Mr. Corrin. No; it has only been discussed. 

The CHAIRMAN. Nobody is paying any attention to it? 

Mr. CoFFIN. It has not as yet been done. For instance, suppose’ that the 
Ordnance Department desires a thousand toolmakers. The probabilities are 
that those toolmakers desired by the Ordnance Department are already em- 
ployed, perhaps almost day and night, upon the war program in some other 
department of the Goyernment, whether it be on aircraft, the munufacture of 
jigs and tools for aircraft, or what not. This is a case which actually hap- 
pened in Detroit, where the labor employed in the manufacture of gages and 
tools whieh were necessary for the production of motors for the aircraft pro- 
gram were hired away by Ordnance and other departments and taken to other 
parts of the country for work upon some other end of the Goverument’s pro- 
gram. In short, there has been unrestricted competition all along the line 
between the departments in the question of skilled labor, and I can give you 
a Case even more glaring, perhaps. 

The Engineer Corps has been steadily enlisting, as the chairman knows, 
lumbermen and loggers in the Northwest woods, where they are used to 
handling logs 6 feet and more in diameter—heavy material—enlisting these 
men for service in France, where, I presume, the average log is not over 18 to 30 
inches—certainly not very heavy stufí—aud in the meanwhile the Signal Corps 
has entered into a campaign, absolutely necessary, for the enlistment of loggers 
and lumbermen in the north woods of the Middle West and the Eastern States, 
taking these men thus enlisted out to the Pacific coast and putting them into 
the very sume woods from which the Engineer Corps has withdrawn the men 
who are really skilled in the handling of heavy logs. I do not think that any 
of us will argue that this shows governmental efficiency in any shape or man- 
ner, and yet that is exactly what is happening to-day. 

Senator WEEKS. The methods of logging in the Pacific const woods and the 
woods in the eastern section are as distinct as two processes of operation 
could be. 

Mr. COoFFIN. Totally different. 

Senator WADSWORTH. Logging in the eastern woods is in the snow, is it not, 
and in the Pacific woods on dry ground? 

Mr. COFFIN. Yes. 

Senator WADSWORTH. Logging in the eastern woods is along rivers. 

Mr. COFFIN. There is no comparison in any way. 

Senator KirBy. In the southern pine timber it ought to be about like it is 
out West, unless their timber is bigger than ours? 

Mr. CoFFIN. Their timber is much bigger. They are handling spruce logs 
6 and § feet in diameter. 

Senator SUTHERLAND. Logging equipment, trains, sawmill machinery, and 
everything is bigger. 

Mr. CoFFIN. Now. we have an instance cited in the Cleveland locality, where, 
in the interest of the Ordnance Department, a plan for a partial mobilization 
of industry in the work of that department has been proposed. In short, we 
are going to meet these uncoordinated plans for the so-called mobilization of 
industry by different governmental departments in various parts of the country. 
Conflicting authorities will surely exist. 

The CHAIRMAN. Competing with each other. 

Mr. CorFin. Competing with each other. I am not touching at all, of course, 
upon the competition of the various departments for materials and priorities 
and that sort of thing. This matter of competition really extends throughout 
the entire line. 

Senator KikBY. Right there, is not every department of the Government which 
must go into these different fields of activity for their supplies, well informed 
of all your department knows about the industrial capacity of the country? 

Mr. Corrin. The Council of National Defense has had this material in their 
files, as I say, ever since last vear—for over a year. Of late this information 
has been turned over to the War Industries Board. Mr. Peek, of that board, 
is the man who is being looked to as the link between the industries of the 
country and the Government's war program. As a matter of fact, I have been 
reliably informed within the last few days that the departments have almost 
entirely ceased to consult with the War Industries Board or with Mr, Peek 
and are proceeding to place their contracts in disregard of the body which 
is supposed tv be a coordinating influence. 
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Senator KIRBY. That is what I was trying to get at. As I understand, the 
purpose of that War Industries Board was to have all of this information 
that has been required—a complete survey of the industries of the country — 
and that ff your board, the Air Board, or the Ordnance Board, or something 
else wanted something, that this War Industries Board would know whether 
you were going to conflict with some other program already laid out in some 
other locality. 

Mr. CorrIN. Yes. 

Senator KirrY. You Say they are not doing that? 

Mr. CorFin. It is not being done, because, possibly, of fundamental weak- 
nesses. The War Industries Board is much like the Council of National Defense- 
Of course, it is not an executive war body, and not empowered by law to ask 
much more than voluntary compliance with any program which it lays down. 

Of course, the whole condition of our American life has brought about the 
necessity for utilizing the specialist On almost any job that we tackle. Our 
principle of procedure, as it has appealed to many in connection with the war 
program, has been to line up the man who has little practical knowledge of the 
subject which he is to handle. This has meant that such knowledge as he does 
acquire he must secure by experience and at the Government’s and the country’s 
expense, and with an inevitable upsetting of the confidence of the country in 
the way in which the whole war program is being handled. Only a week ago 
I had a delegation wait upon me representing all the State manufacturers’ asso- 
ciations throughout the country—some 60,000 manufacturers—and they were 
outspokenly disturbed at the apparent lack of understanding of the size of the 
job that we are tackling upon the part of those with whom they came in contact 
here at the Government end. 

Now, the interests of the Government and the producer or the manufacturer 
of this country are certainly one, and there is every indication upon the 
manufacturer's side—in fact, I have seen absolutely no lack of indication of 
the most cordial and hearty cooperation with any comprehensive or national 
plan of action which might be laid down, but the Government's attitude. upon 
the other hand, has been one rather of suspicion and holding at arm’s length 
of the men who know most about the job. 

Another thing which has been very unfortunate has been that while we have 
drawn many of the leaders of industry in here in connection with the war 
program, A large percentage of them have been put into uniforms. The 
minute these men are put into uniforms they become a part of a great machine, 
and inasmuch «as few or none of them are given a rank which places them at 
the actual head of the Army activities, we have the spectacle of these men, 
good as they may be, having to take orders from and pass al of their recom- 
mendations through men at the head of departments or on the General Staff. 
who have no true conception of the intricate industrial side of the job that we 
are tackling. 

Senator KIRBY. Well, right there, would those men have more authority if 
they were not in the war machine, unless you said by law that you shall do 
what he says? 

Mr. Corrin. That is a great question, of course. 

Senator KIRBY. Then you have either got to do that and let him stay outside. 
where his recommendations ought to have the force at least of what weight 
it carries, because this is a right and proper suggestion, or you have got to 
put him at the hend of a department of a war machine which he knows nothing 
at all about except this particular thing. 

Mr. CoFFIN. That is nn authority which is probably not possible under our 
conditions. 

Senator Kirry. What is the thing to do there? 

Mr. CorFIN. The suggestion, Of course. would be to separate so far as might 
be possible the industrial from the military phases of the program. In short. 
make the job of procuring the materials the job of the civilian who has an 
intimate knowledge of that sort of thing, and make him responsible for the 
delivery at the proper time and at the proper place of the materials which are 
laid down by the military authority as necessary. Here we are trying. of 

course, to put under military control an industrial mechanism of which military 
men by their life education have little or no knowledge. 

Senator SUTHERLAND. Under the actual working of that plan, has the Military 
Establishment given due weight to these men as experts in their line, or have 
they followed their own judginent regardless of these recommendations? 
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Mr. Corrin. In some instances, yes; but in a great many instances, no; and 
after a man has been here for a while in uniform, has been unable to get the 
efficient and aggressive action which he has felt he should get. which he has 
been used to in his civilian business activities, he inevitably, of course, is forced 
into an attitude of “ What is the use?” They are simply butting their heads 
against a wall. I have argued once or twice with the Secretary of War as to 
what seemed to me the evident advisability of increasing the General Staff of 
the Army by adding to it the biggest industrial leaders of the country and mak- 
ing it a real business department of the works. 

The formulation of the whole war plan, the utilization of the industries of 
the country, the conversion of those industries, the study of the maintenance of 
the prosperity of the country from a revenue-producing standpoint—all that 
work should now be given the most earnest consideration upon the part of some 
group which should function, as our General Staff might well be doing. If we 
are holding our General Staff responsible for laying dewn our program, which 
is about seven-tenths industrial as it relates to the conduct of this war, then 
it seems to me that we might well introduce into our General Staff the indus- 
trial leaders as well as the military. 

Senator SUTHERLAND. Would you make them military men? Would you 
make them generals and colonels? 

Mr. Corrin. Not unless they were given a rank which placed them in an 
independent position. Then I think it weuld not make any particular difference. 

Senator Kirpy. Would you not just make them by law? If you made them 
supreme in their particular department, then the other fellows could not have 
anything to do with it, and that would still make a division, would it not? 

Mr. CorFin. Yes, sir. 

The CHAIRMAN. Are not those functions of the General Staff being performed 
by the General Staff or by the War Council, so called? 

Mr. Corrin. Of course, steps of a planning nature are being taken now by 
the rather newly formed Army council, but it must be evident to all of us with- 
out repetition by me that we have been sadly lacking in any definite and con- 
prehensive policy or program in connection with the industrial side of the war, 

Senator WADSWORTH. You say that the General Staff might well do this 
work if it had added to its membership some civilians with sufficient rank to 
give them authority and give weight to their advice, but, of course, the General 
Staff plans only for the Army. 

Mr. COFFIN. It does not include the Navy. 

Senator WADSWORTH. Does not include the Navy, the Shipbuilding Board, the 
transportation problem, Mr. Hoover's department, purchases for allies, and a 
large number of activities almost of equal importance to the Army itself. 

Mr. CoFFIN. Of course, my suggestion to the Secretary was in the line of 
something that appeared to me as immediately feasible. 

Senator WapswortH. Inside of the War Department? 

Mr. Corrin. Inside of the War Department and as a possibility of accom- 
plishing a greut deal of good in that direction. 

Senator KirpY. It looks to me like when you have the talent selected, that 
ought to have direction, because of its ability to do the thing that needs to be 
done. But it ought not to make any difference whether it is a colonel or a 
general. You have gotten him there because he has the ability and because vou 
need him. Now, if you have got to go and make him a general or something, 
he is in that council not because of his ability but because of his rank. 

The CHAIRMAN. That is the effect of the Army. 

Senator Kirby. I understand that. How are we going to get away from that? 
You have got this job that does not seem to be possible by the technical Army 
man, becnuse it has not been his job. It is not his business, and he was not 
expected to do it, and yet he is superior to anybody who does know how to do 
the thing, and he doesnt have to pay any attention to them. How are you 
going to get away from that? 

The CHAIRMAN or Senator WEEKS. That is the case in this reorganization 
which the Secretary submitted to us. Colonel Pierce, who is at the head of 
practically all of these five different bureaus. headed by major generals; they 
are all subordinate to him. Mr. Stettinus, Colonel McRoberts, and others who 
have gone in there all are subordinate to this man, who is the colonel. 

Senator KirBY. Does he know anything about this other business? 

Senator Weeks. The possibilities are he does not know very much about it. 
J am told that Mr. Stettinus was offered a commission and declined the commis- 
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sion for substantially the reasons which you have been enumerating. I do not 
know if that is true. 

The CHAIRMAN. In other words, under the rules of the Army. an inferior 
officer must act only through his superior? 

Mr. COFFIN. Yes. 

Senator KIkBY. Now, this man, if he has the ability to do this, and he can not 
get it done through somebody else in the immediate direction of the War 
Department, and if there is no division in the activities. what are you going 
to do? You can not make him superior to the other Army officers, because he 
docs not know anything about fighting. He does not know about the Army. 

Senator FLETCHER. Would it not be possible for the Secretary of War to 
name Mr. Coffin, for instance, to do certain things, and name Mr, Stettinus to 
do certain things? ` 

Senator KikBY. Mr. Coffin seems to feel that when his recommendations came 
here to be carried out that some other fellow who don't know as much about it 
as he does blocks the game, because of his inexperience or ignorance of the 
proposition, 

Senator FLETCHER. Precisely. If that should occur, whether that will be 
taken up, of course, with the Secretary of War and see whether he is going 
any further or not. 

Mr. CorFin. Under the conditions as they exist, it seems to me that we have 
two things to do. Assuine, if vou like, for a moment that the War Industries 
Board is in theory all right; that it is a coordinating influence. Now. the two 
things that must be done are: First, to be sure that the personnel of that board 
is right, and that it will put speed and punch and business efficiency into the 
consummation of the program; and the second thing to insure is that its fune- 
tion is in no sense advisory. 

Senator KirrY. That its order is authoritative when made? 

Mr. CoFFIN. Yes; to submit the purchases through that channel before they 
are placed. At the moment it has no such legal powers. 

Senator FLETCHER. As I recall, General Sharpe, in a portion of his testimeny, 
said that in the matters under his department practically all he did was to O. K. 
the recommendations of a certain committee and board, and he was criticized a 
good deal for that, I believe. 

Mr. Corrin. That is not quite the function of the War Industries Board. 
General Sharpe's contact was with a committee of the Council of Natienal 
Defense which had to do with quartermasters' supplies, and so forth. Now. the 
function of the War Industries Beard is not actually to go and do the buying for 
the departments, but it is supposed to be a coordinating function, to make sure 
that the requirements of the various departments do not interfere with each 
other and that they are properly distributed throughout the country, and so 
forth; but there is no legal enactinent which puts them in such a position that 
they can require the passage through their hands of these requirements of the 
two services. 

The CHAIRMAN. In other words, it is simply a voluntary body and an adjunct 
or advisory committee of the Council of National Defense? 

Mr. Corrin. Yes. 

The CHAIRMAN. Without any power? 

Mr. Corrin. Yes: without sufhicient power. 

Senator KIRBY. Now, suppose the Navy required certain sorts of supplies and 
that so many supplies of that kind were required that you really ought to 
consider where you are going to get them. not to interfere with each other: 
as I understand it. the Navy does not have tu say anything to this War Board 
at all? 

Mr. Corrin, As a matter of fact, they do not. 

Senator KirByY. I mean under the law? 

Mr. CoFFIN. No law. 

Senator KirBY. No law requiring these other departments to go through 
them ? 

Mr. COFFIN. No. 

The CHAIRMAN. No law requiring the transportation question to be functioned 
through then ? 

Mr. COFFIN. NO. 

The CHAIRMAN. There is no law that requires any of these activities of the 
Government to function through them? 

Mr. Corrin, You see, there is the fuel matter, the transportation matter, the 
internal transportation—railway transportation is more important to the 
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matter we are just discussing, the War Trade Board, control of finance, control 
of public utilities, etc.—any one of which may issue an order without any 
particular reference to any of the others—and yet they are all so interrelated 
that they are inseparable. 

Senator KIRBY. Now, when that order is issued and it is apparent that it is 
going to displace something else of equal or greater importance, you say this 
War council can not make any authoritative objection? 

Mr. CoFFIN. The priorities committee, when a case of that kind is brought to 
its attention—the priorities decision, I think, is pretty effective. 

Senator Krrry. But it has first to get the conflict brought to their attention 
before they know it? 

Mr. CorFin. Yes, sir; ordinarily. 

Senator KirBY. Does anybody know about it before them? 

Mr. Corrin. Only if the department brings the case to the committee in 
advance of placing the order. 

Senator Kirsy. But it does not have to do that? 

Mr. Corrin. I do not understand that by law they are obligated to, and cer- 
tainly the Navy 

The CHAIRMAN. Yes. 

Mr. CorFin. The Navy has a wonderfully effective purchasing mechanism. 

Senator FLETCHER, And for that reason they do not want to be impaired by 
some other counsel? 

Mr. CoFFIN, That is a perfectly logical and, from their position, justifiable 
stand, but from the viewpoint of the whole machine and the net result which 
we ure trying to get, of course, they ought to be coordinated; but their opposi- 
tion to coordination is not so much to the question of coordination as such as it 
is to the possibility that this machinery which has been set up is not efficient and 
that they will be slowed down if they use it. In short, the mechanism as it 
exists is not one which can in any sense be said to speed up results simply 
because of surrounding conditions. 

The CHAIRMAN. Would it be a proper place right in this connection to suggest 
if you have in mind any remedy for existing conditions concretely state it’ 

Mr. Corrin. Well, I do not know, Senator, whether in view of the adminis- 
tration's attitude I ought to, as a member of it, but you can record my feeling 
that if we are to be successful in the organizatiton of the industries of this 
country for the purpese of war and in the prosecution of the war generally, all 
of which is based upon the industrial side of the problem, there must in- 
evitably come a centralization and unification of direction and authority so 
that we may have a “ Yes” and a “No” and a definite policy and pursue it, 
without finding that it has been torpedoed along the line Somewhere by the 
Fuel Administration or by some other Government agency. 

The CHAIRMAN. There must be power in that centralized body. 

Mr. Corrin. Yes. ` 

Senator FLETCHER. Was not that what was attempted when they formed that 
Council of National Defense? 

Mr. Corrin. Let me just deal with the council for a minute. The Council of 
National Defense had its first meeting on the 11th of December a year ago. 

Senator SHEPPARD. Advisory council. 

Mr. Corrin. Council and the advisory commission. The members of the 
advisory commission, I know, came down here full of enthusiasm. There 
was the feeling that we were drifting toward war and a feeling that a great 
work was to be done. We were prepared to devote ourselves to it. I Know 
that. personally. I made immediate arrangements to be here and devote my 
whole time to the work, and I believe every other member of the commission 
felt the same way. 

The next meeting of the joint body of the council and the advisory com- 
mission was scheduled for January and the third for February; about the 
time the February meeting came along the members of the advisory commis- 
sion had begun to get very much dissatisfied. We seemed to be accomplishing 
very little. Finally, at the February mecting, some of the advisory members 
“spoke out” in meeting to the effect that the deliberations of this body did 
net have the earmarks of what we considered a Council of National Defense 
to have been created for. That resulted in a week’s steady session. 

Senator McKELLAR. That was in February” 

Mr. Corrin, In February, at which time we had before us Mr. Hoover; Mr. 
Stettinus; General Kuhn, of the War College, who had just come back from 
his two years in Berlin; and others, some of them familiar with the foreign 
situation. and one gentleman, I believe from Canada, who had been through 
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the preparation of Canada for the work and who had been connected with 


‘the ministry of munitions 
Senator WADSWORTH. Was that Mr. Thomas? 

Mr. CoFFIN. Mr. Thomas: yes; there were several others. That series Of 
-meetings rather brought home. I think, to the council and the commission a 
little better conception of what was involved in preparing a country for war 
under the conditions which had been developed in two years of the European 
struggle, but the difficulty with the Council of National Defense is that it 1s 
composed of six men, whose daily work in connection with their denartments 
has so occupied their time that they have not an opportunity to properly con- 
sider the broad questions or policies of the war. Asa matter of fact, we have 
discussed seriously the possibility —1t was in the commission—the possibility 
of the members of the Council of National Defense separating themselves from 
their departments, letting the Assistant Secretaries conduct the details of 
operations of the departments. thus permitting the Secretaries to concentrate 
their entire time, as a real Council of National Defense, in the solution of these 
great problems, many of which are still unsettled. The question of the control 
of the labor situation, the question of utilization and dilution of labor. the 
question of the overseas tonnage and ifs relation to the governmental program, 
‘both on this and on the other side. Many of us fear. of course. that we are 
upsetting the country in a wild scramble fo get a great deal of material. which 


will only be piled up at the seaboard and will probably never be transnor:ed. 
upset in the indus- 


‘That, of course. would be a national calamity. not only an 

trial activities in the country. but would make the Government a cold-storage 
‘pant for many materials which could be very well used to very much herter 
advantage in come other direction in keeping commercial activities going. 
But all of this program of the American participation in the war should have 
had the direct and almost continuous consideration of a body such as the 


Council of National Defense. 
The council was not created as an exec 


utive war board. You are nll familiar, 


J think. with the terms of the enactment. It was created more as A body 
which. over 4 period of years during time of peace, would gradually fit the 
even admitting that the legislative enactment 


avas inadequate, I believe that had members of the council come pefore you 
and stated the situation clearly and the needs of the moment, that there would 
have been little difficulty fixing the legislation and getting the proper power. 
1 helieve that it lay entirely within the power of the Council of National De- 


fense to have gone very far in the solution of most of these problems. even with 


the power which had been granted it. provided there nad been in the beginning 


tion of the size of the job. No man ean specialize in A different 
i t to know 


how to handle the industrial situation, its 
ing the country in putting our industries behind the Government in an orderly 
and comprehensive Way. I think there, again, the work of the council was 
mecessity very seriously hampered. 

Senator KIRRY. Limited to the capacity of its members. 

Mr. COFFIN. Well, in that particular line, perhaps. 

Senator KIRRY. Special aptitude: ves. 

Mr, COFFIN. Special aptitude or training in that line. 

The CHATRMAN. All able men, but not trained. 

Mr. COFFIN. Able men. 

Senator FLETCHER. Do yí 
into so many committees? 

Mr. Corris. You mean the work under the council? 

Senator FLETCHER. Yes. 

Mr. CorrIN. I look at all that activity as merely an emergency phase of the 
work. It unquestionably tided us over a Very serious time. A number of the 
governmental departments would have been swamped had they not had outside 
assistance of that kind. It was not an ideal arrangement. It was probably 
the best thing that could be done at the moment. It was an arrangement which 
ayas inevitably doomed to a short life. It was a passing phase of the peri 
and the War Industries Board appeals to me as a second phase. following the 
General Muntions Board, and so forth. The War Industries Board has been 4 
second phase. and I believe that we are at a point now where it is vitally 
necessary that decisive steps be taken in the line of tightening up our mechan- 
jem and putting, as I said a while ago. speed, punch, and business efficiency into 
the program through a greater concentration of planning and directing power. 


> 


w think it was a wise thing to subdivide that work 


A A 
AA, Ae z 
e. EE 
SE, o 
a E Se, o el 
l al iD 


WAR POLICIES COMMISSION 875 


Senator McKELLAR. Have you ever mapped out any plan of reorganization 
of the Council of National Defense by which it can be made into such a body? 

Mr. Corrin. Mr, Gifford and I have discussed various plans for doing it, 
and I believe that he hus some suggestions already prepared. 

Senator MckKELLAR. I have asked him to take a bill in reference to the matter 
and vive me his views, and he has promised to do it. Can I ask you to do 
the same thi..g? 

Mr. COFFIN. Yes. 

Tie CHAIRMAN, Has the plan of it worked out been submitted to anyone in 
authority? 

Mr. Corrixn, No; we have simply tried with our experience here to suggest 
a means of achieving a result with the least amount of disturbance to the- 
existing mechanism. 

Senator MCKELLAR, In other words, do you think that this very complicated. 
system of committees and subcommittes, each one having to do with certain. 
lines of industry, some buying or recommending the buying for the Government,. 
and all acting independently one of the other, is not what we ought to have at 
this time and it ought to be done away with? Is not that the truth? 

Mr. CoFFIN, There must be a single directing influence if we are going tv 
get efficiency and speed. It is just like a business. This whole job of prepar- 
ing the country for war impresses me more and more continually as the great- 
est business proposition since time began. We need a board of directors and a 
general manager more than we need any other one thing in the.world, because 
no business enterprise of any kind can live unless you do have such a cordinat- 
ing influence to direct it. 

Senator Kirby. Now, right there, I think we most all of us agree that the 
condition deserves to be met, and that it must be met by some sort of ma- 
chinery, and you have gotten up to where you see what that machinery ought 
to be. Now, why haven’t you gone to somebody—some members of this Council 
of Defense, or all of them, and say, “ Why don’t you go here and ask Congress: 
to do so and so. If you can do this thing with more power, why do you not do 
that, and if you kaow that they can do that aren’t you in such a position that 
you can go to these people and ought you not to do it?” 

Mr. CorFIN. AS a matter of fact, of course the commission has many times 
discussed this situation, and has gone in one way and another to the council. 
The last move which was made after the commission had brought matters to 
the attention of the council was the establishment of the War Industries. 
Board itself, 

I do not think I have anything further. What I have said here this morning 
is not necessarily to go on record for or against the President’s attitude in 
connection with this centralization of authority, but it has been intended to 
emphasize some of the things that we have got to do and to show, perhaps, 
that the only possible way of putting efficiency, speed, and punch into our con- 
duct of the war is to arrive at a unification of the efforts which are being 
put forth. 

‘Senator New, You have certainly done it in a very interesting and convincing 
manner, to me. 

Mr. CorFIx. I have nothing further to say. 

The CHAIRMAN. Without objection, we will adjourn until 10.30 Monday. 


(Thereupon, at 1.15 o’clock p. m., the committee adjourned until 10.30 o’clock 
a. m. Monday, February 4, 1918.) 


TEX1 OF THE LAW ON THE GENERAL ORGANIZATION OF THE NATION (FRANCE) 
FOR TIME Or WAR 


FIRST SECTION——<GENERAIL PRINCIPLES 


| Article 1 


The necessary measures to effect the change from a peace to a war organiza- 
tion must be kept up to date at all times. 

The execution of these measures is ordered either in case: of a manifest. 
aggression which imposes on the country the immediate necessity of defending 
itself, or in the event of any of the cases contemplated in the pact of the League 
of Nations, or in case of unmistakable aggressive preparations,. the: matter in 
litigation having been submitted to the League of Nations. 
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Article 2 


The Government is charged with the national defense and takes all necessary 
measures in time of peace to ensure— 

The mobilization of the land and sea forces. 

The utilization in time of war of all personnel and resources of the country 
to meet the needs of the armies und those of the nation. 


Article 8 


The mobilization of the land and sea forces is governed by the militury laws. 

Such meusures as pertuin to the constitution and maintenance of armies, 
Whether in personnel or material, are prepared by the Secretary of War and 
the Secretary of the Navy, respectively, and upon mobilization are carried out 
by them, except as stipulated in Articles 33 and 35. 


Article 4 


The measures constituting the organization of the nation for war are defined 
in the present law. 

For the preparation of such measures the Government has at its disposal the 
Supreme Council of National Defense, whose agencies are placed under the 
direct authority of the president of the council of ministers. The composition 
of these agencies is fixed by decrees. 


Article 5 


The provisions of the present law can in no way apply to eventualities other 
than those defined in article 1. 


SECOND SECTION.—USE OF PERSONS AND RESOURCES 
Article 6 


In time of war, the services of all Frenchmen, and of all subjects of French 
dependencies, of the male sex, more than 18 years old, who are not liable to 
military obligations as detined in the law of recruitment, may be requisitioned 
according to the provisions of the law of July 3, 1877, and those of the present 
law. 

Such service may be temporary or permanent. 

The men thus requisitioned, beginning by the younger ones and due account 
being taken of their family situation, are utilized according to their profession 
and their faculties, or sometimes according to their aptitudes, either singly or 
in public services or administrations or in estublishments or services functiun- 
ing in the interest of the nation. 

In no case can they be affected to the special military services. 

Such parts of urticle 2 of the law of April 1, 1923, and article 40 of the law 
of July 13, 1927, as are contrary to the provisions of the present law, ure 
rescinded. 

Persons who are officeholders, agents, or employees of the state, of a depart- 
ment, or belong to one of the public services, are, after their retirement, 
maintained during a period of five years at the disposal of their respective 
administration or service, provided they meet the necessary physical and 
intellectual requirements. 


Article 7 


Requisition does not entitle a person to a compensation other than salary or 
Wages. 

The salary is fixed by the requisitioning authority on the basis of the salary 
of a beginner in the post occupied or the function to which this post is 
assimilated. 

Wages are fixed on the basis of the pay sheets in force in the region on the 
day of mobilization. These pay sheets are revised, in case of need, by the 
commissions contemplated in article 9. 

Wages can not be increased except by output premiums, the amount of such 
premiums being determined in each particular case by the requisitioning 
authority. 
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Article 8 


Every five years when the census is taken every Frenchman or male French 
citizen 18 years of age or over, must indicate his profession and aptitude. 

In each department the prefect decides the assignments to be made to the 
public administrations and services or to the establishments and services whose 
use is contemplated in case of mobilization, taking into account the importance 
of such establishments from the point of view of national defense and in 
particular the priority to be given to establishments working for the army. 

The personnel thus designated may receive, in time of peace, assignment 
orders. 

Whoever does not comply with the obligation prescribed in the first paragraph 
of this article or who shall wilfully furnish erroneous information or make 
false declarations, is subject to the fines mentioned in paragraph 1 of article 23. 


Article 9 


Departmental boards exercise in time of war the surveillance and control of 
labor requisitioned. 

The organs of labor and capital who are interested have an equal number of 
representatives on these boards. 

These boards must necessarily be consulted by the requisitioning authorities 
as to the salary or wages to be given to the personnel requisitioned. 

At the request of the interested parties they decide without charge all 
questions concerning the assignments. 

Their composition and duties are fixed by the competent minister. The 
members thereof are appointed by delegated local authorities. 


Article 10 


Any person not subject to military obligations and not exercising a profession 
or occupying a post in which his retention is considered useful to the national 
defense may contract, in time of peace, befure the prefect of the department 
of his domicile or residence, the engagement to serve during a period of not 
less than one year and*not to exceed the length of hostilities, in an administra- 
tion or public service or in an estublishment, exploitation, or service, working in 
the interest of the nation. In such case he receives assignment orders. This 
contract may always be cancelled by the competent administration. The con- 
tract must be renewed within six months after the taking of the census every 
five years. 

Article 11 


In case of mobilization, decrees will fix the conditions under which foreigners 
may be allowed, upon their written request, to participate in the national de- 
fense, as well as the measures to be taken with regard to persons and property 
of enemy nations. -> 

The formulation of these measures to be in decrees, is prepared by instructions 
drawn up in time of peace by the interested ministers. 

In what concerns the use as laborers of allied or neutral subjects living in 
France, instructions drawn up in time of peace enable the competent authorities 
to regulate the situation of these foreigners with respect to their own country 
and with regard to French authorities and laws, and to fix the rules governing 
their employment. 

The liquidation of the property of citizens of enemy countries, which has 
been sequestered or in regard to which any such preparatory measures have 
been taken, can not be effected except through the provisions of a special law. 

"bo 


Article 12 


Supplies in kind needed to meet the requirements of national defense are 
obtained either by amicable agreement or by requisition. l 
All profit on such is excluded. 


Article 13 


Amicable agreements are concluded in conformity with the following dis- 
positions: 

For real estate occupied by the State. the price paid is equal to the interest of 
the capital invested calculated on the basis of the interest paid by the State on 
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loans subscribed during the same period, or if there are no such loans, on the 
interest charged by the Bank of France on money advanced; all upkeep ex- 
penses are paid by the State during its occupancy of such real estate. 

For agricultural products and all other products subject to taxation, on the 
basis of the official quotations of such products during the five years prior to 
the mobilization, due account being taken of all things liable to bring about a 
modification in such quotations. 

For industrial products. exploitations working exclusively to execute con- 
tracts freely entered into will be placed in time of war, under the control of the 
State. 

Regulations of public administration (executive regulations) will determine 
the basis of indemnities, salaries or wages of those who continue to work 
therein, as well as the basis of premiums for inventions and for output given 
for the purpose of increasing production to meet the demands of national defense. 
These premiums will be paid to the operating account of the enterprise and will 
be paid exclusively to the personnel, directors, technicians. laborers. 

The capital invested in these exploitations and used by the State will receive 
an interest, charged to operating expenses, calculated on the basis of interest 
paid on the State loans subscribed at the same period. or if there are no such 
loans, on the basis of the interest charged by the Bank of France for money 
plus a sum corresponding to the wear or tear or the destruction of buildings 
and machinery during the time of their use by the State or corresponding to 
their replacement. 

This capital will he determined according to the last balance sheet of the 
enterprise duly verified and brought up to date by means of an inventory 
made in the presence of the manager OF the proprietor or any duly authorized 
person, and of an expert appointed by agreement between the Minister of Com- 

* merce and the interested party, oF else by the president of the civil court. 

The deals are concluded on the basis of the normal mean prices of the six 
months preceding the mobilization, with a scale of increase OT diminution 
according to the variations of the rates of salaries, prices of raw material, 
transportation charges and justificd general expenses, or other variations due 
to war circumstances. 

Public adininistration regulations will determine the conditions under which 
the Treasury shall receive the profits or pay the eventual sieficits resulting from 
the execution of deals concluded, in so far as such deficits are not imputable 
to gross error On the part of the industrialist. 

Such exploitations us are only partially occupied in executing State orders 
can be placed. in what concerns their production tor the State, under the same 
control and régime. 

Small enterprises may form local groups managed by an elective board to 
which the State can pass orders under the same conditions as to régime and 
control These groups will distribute the orders among their members and will 
see that they are executed. 

Publie administration reculations relative to the general conditions of con- 
trol. régime. and contracts mentioned in the present article. will be drawn up 
in time of peace upon the recommendations of the National Economic Council 
and the Council of National Defense. 

In case of disagreement as fo the determination of the invested espital or the 
execution of the orders, the interested parties can resort to arbitration as st inu- 
lated by Part II of the Code of Civil Procedure, The arbitrator's decision will 
be final and without appeal. 


Article 14 


Throughout the whole national territory ond French territorial waters, the 
ownership and use of all possessions. movable or immovable, may be requisi- 
tioned for the needs of the national defense, as specified in the law of July 3, 
1977, and according to the dispositions hereinafter. 

Requisition is individual or collective, direct or executed through the mayor 
of the commune of the place where such possessions are situated. 


Article 15 


The indemnities due as a result of a requisition are calculated solely on the 
basis of the effective loss which the owner incurs on the day of the requisition 
throngh the taking over definitely or temporarily of any given Possession. 
without any consideration of a possible profit which the free disposition of 
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such property might have procured its owner and especially of the profit he. 
might have derived as a result of an increase of prices illicitly brought about 
by speculation or the cornering of the market or by other circumstances. 
imputable to war. 

The amount of the indemnity is determined, all things being duly considered: 

The evaluation is made by the commission prescribed in the first paragraph 
of article 24 of the law of July 3, 1877, which will include an equal number 
of representatives of public administration and of economic associations. 

Special evaluation commissions may be constituted for certain categories of 
possessions. Their composition and duties, location, and jurisdiction will be 
fixed by decisions of the competent ministers. 

The requisitioning authority, on the recommendation of the board mentioned 
in paragraph 3 of this article, fixes the amount of the indemnity to be paid, 
unless the owner of the requisitioned thing takes his case before the common-. 
law courts. 

For certain categories of requisitioned goods, these indemnities may be. 
determined on the basis of tariffs and price scales proposed by the evaluation. 
boards and approved by competent authority after recommendation by the. 
board contemplated in article 41. 


Article 16 


The state may, through requisition, take over partially or entirely an indus- 
trial or commercial estublishment and operate it by its own means. 

The requisition indemnity in such case represents the interest of the capital 
invested in the enterprise and used by the state, calculated at the rate pre- 
scribed in article 13 plus the value of the normal amortization of the buildings, 
installations and equipment, etc. 

The indemnity in no case can be superior ta the average net profits realized: 
by the enterprise during the last five years, or the rate of amortization superior. 
to the rates counted by the enterprise during the same fiscal years. 

However, if only part of an establishment is requisitioned and the taking. 
possession by the state of only part of the installations and equipment results 
in that establishment ceasing to function, the indemnity will be calculated as 
though the whole establishment had been requisitioned. 

When the partial requisition of an establishment shall cause only a diminu- 
tion of the total output, the indemnity thus calculated will be reduced by an 
amount equal to the net profits realized by the enterprise during the period of 
requisition if the indemnity is superior to the profits, or will be entirely sup- 
pressed if it is inferior. 

The indemnity representing the value of supplies, stocks, and products taken 
over by the State is fixed in conformity with the provisions of article 15. 

Before the requisitioning authorities assume control, they will take a de 
scriptive and evaluation inventory of the premises, material, supplies on hand, 
and stocks in the presence of the director of the establishment or person dele- 
gated by him. In case of contest one or several experts will be appointed by 
the president of the civil court of the place where the establishment is situated, 
acting as referee, at the request of the plaintiff. 

Upon termination of the requisition, if need he, the same procedure will be 
carried out to ascertain and estimate the damages done other than ordinary 
wear and tear or the destruction of buildings and equipment. 

The corresponding indemnity will be fixed aceording to the provisions of 
article 15. 


Article 17 


AS an exception to the provisions of the third paragraph of article 15. special 
boards composed of an equal number of agents of the public administrations 
and of members chosen from a list of experts drawn up in advance for each 
kind of industry, may be formed on the initiative of the competent minisier 
for the purpose of estimating the indemnities resulting from the requisitions 
mentioned in article 16. 

The composition, method of appointment, duties, location, and jurisdiction of 
these boards will be fixed by ministerial decisions. 

The decision as to the indemnity to be allowed belongs to the minister having 
ordered the requisition or to the person duly authorized by him. 
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Article 18 


The authority to exercise the right of requisition resulting from the appli- 
cation of articles 6 to 17, according to the nature of the requisitions or their 
object, belongs to the competent ministers, due regard being taken of the pro- 
visions of articles 33 and 38 of the present law. 


Article 19 


The rules fixed by articles 6 to 17 concerning the methods of calculating 
indemnities are applied to requisitions made by military and naval authorities. 


Article 20 


An administrative ruling will determine the methods of application of the 
provisions of articles 5 to 17. It will define the conditions under which the 
right to requisition can be delegated and to which authorities. as well as the 
procedure to be followed in taking possession of and evaluating the supplies 
requisitioned and the payment of indemnities. 

This ruling will also determine the composition, the method of appointment. 
and the regulations governing the functioning of the boards charged with 
evaluating indemnities. 


Article 21 


A central commission, comprising an equal number of representatives from 
the interested ministries and of members chosen from among the representatives 
of economical, industrial, commercial, and agricultural associations, designated 
by the president of the council, will keep in touch with the departmental boards 
of evaluation, insure the uniformity and regularity of liquidations, and make 
recommendations as to the difficulties which may arise from the Settlement of 
indemnities. 

This commission is constituted in time of peace and operates under the presi- 
dency of the council. Its composition is fixed by decree. Its functioning is 
regulated by a ministerial decree. 


Article 22 


The Government may proceed in time of peace, under conditions to be fixed by 
an administrative regulation, to make a census of people, animals, material, 
buildings, installations, or establishments liable to be requisitioned in case of 
mobilization and, when special appropriations for the purpose are voted by 
Parliument, may make such trials as it may consider necessary. 

Any person who makes use of or divulges, attempts to make use of or to 
divulge the information obtained through application of the present article 
will be subject to the penalties mentioned in paragraphs 3 and 4 of articles 23. 

Functionaries or agents or competent authorities, their clerks or personnel, 
who commit the misdemeanor mentioned in the above paragraph will be sen- 
tenced to one year imprisonment at least and four years at the most. Article 
463 of the Penal Code is applicable. 


Article 23 


Any person not complying with legally adopted measures which may be 
taken in application of the present law will be Jiuble to a fine of from 73 to 
3,000 francs. 

If the offense is repeated, the fine will be increased to from 150 to 6.000 
fiances. 

Whoever willfully furnishes false information or makes false statements. 
whoever fraudulently conceals or attempts to conceal possessions subject to 
census will be subject to a fine of from 150 to 6.000 francs. 

If the offense is repeated, the fine will be increased to from 300 to 12.000 
francs. 

In time of war whoever does not comply with a requisition order in due 
form or leaves the service for which he is personally requisitioned is subject 
to a sentence of from six days to five years imprisonment; whoever refuses 
to turn over supplies requisitioned is subject te a fine of not less than Mx) 
francs and which can be as high as double the value of the requisitioned 
supplies. 
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Article 463 of the Penal Code is applicable to the sentences mentioned in the 
present article. 


Article 24 


Any functionary or agent of the public authority who willfully makes 
illegal requisitions will be subject to the penalties covered by article 174 of the 
Penal Code. 


THIRD SECTION—ORGANIZATION OF PUBLIC POWER AND THE CONDUCT OF WAR 
Article 25 


Members of the Government, to which is entrusted the conduct of war, 
members of Parliament, who are the expression of the national sovereignty 
in time of war as in time of peace, continue to exercise their functions in time 
of war. 


Article 26 


The chambers continue to exercise their absolute right of control over the 
acts of ministers. 

Members of both chambers may be charged, either by the assembly to which 
they belong or by competent ministers, with special missions at the front, in the 
interior, or in foreign countries. 


Article 27 


Both chambers delegate to their principal committees, within their respective 
provinces, the effective control, from documents submitted and on the spot, 
of the various public administrations and services. 

The financial committees of the Senate and Chumber of Deputies permanently 
supervise and control the expenditure of the appropriations made for national 
defense purposes. They receive from the ministries all data which will facili- 
tate their mission. 


Article 28 


Members of the committees, delegated to such control, are only empowered to 
collect the necessary information for a report. They are not qualified to make 
any Observation, criticism or suggestion, or give any order to the authorities 
whose activities they are investigating which would in any way interfere with 
hierarchie initiative or responsibility. 

The appropriate ministers assure to members of Parliament thus delegated, 
the unhampered and full execution of their mission as well as all facilities 
therefor, All civilian and military authorities must answer accurately and 
definitely all questions which are asked of them. 

Such delegates are bound by the requirements of professional secrecy; they 
submit a written report on their missions to their committees, which in turn 
send these reports to the competent minister and include them in their general 
report to the assemblies. 


Article 29 


In case the chambers are not in session, supplementary and exceptional 
credits needed to cover the requirements of national defense and not included 
in the nomenclature annexed to the finance law, may be temporarily opened 
by decrees rendered in council of state after notification has been made to the 
finance committees of the state and Chamber of Deputies and after having been 
deliberated and approved by the Council of Ministers, 

Within a montl's time these decrees must be ratified by the chambers con- 
vened, if necessary, for that purpose. 


Article 50 


The Government is charged with the conduct of war. 

It may institute by decree, after discussion and agreement by the Council of 
Ministers, under the high authority of the President of the Republic, a war 
committee whose composition will be fixed by the decree creating such 
committee. 


882 WAR POLICIES COMMISSION 


Article 31 


The Government determines the objectives to be attained by the armed forces, 
distributes the available means between the theaters of operation and supervises 
the use thereof. 

It prepares and assures the execution of the necessary measures to meet 
the requirements of the armies and those of the nation. 


Article 32 


The commanders in chief of the land and sea forces are charged with the 


conduct of military operations. 
The organization of the command of the land and sea forces is governed by 


special laws and decrees pertaining thereto. 


Article 83 


The Government determines, in time of peace, the róle and duties which each 
ministerial department must fulfil in time of war. 

It determines the public services and private enterprises which each minis- 
terial department must administer or control upon mobilization. 

The organization and duties of ministerial departments and of public 
services in time of war will be determined by decree, based on the general 
principles defined by the present law and particularly by Section I, as well as 
by articles 37 to 52 which appear further on. 


Article 34 


The creation of each new Organ, necessitated by the exigencies of a state of 
war, is prepared in time of peace by an especially designated ministerial 
department. 

In time of peace the interested minister designates one or several agencies 
of mobilization, around which the new organ is formed when the order is 
given. 

The Government determines the date on which the new organisms to be 
created in time of war will begin to function. 


Article 35 


In order to effect the organization needed for national defense, all or part 
of the personnel and the establishments of certain public sery.ces may he 
placed in time of war, by a decree rendered in cabinet council, under the 
authority of a minister different from the one under whom they function in 
time of peace. 

With a view to preparing for the change from a peace-time organization to 2 
war-time organization, part of the personnel pertaining to the services above: 
mentioned may during peace time be placed at the disposal of the minister 
under whose authority they will come in time of war, this also to be accom- 
plished by decree rendered in eabinet council. 

Civilians of whatever class and military personnel temporarily under the 
authority of another minister will nevertheless continue to be carried on the 
rolls of their ovizinal organization. The minister under whom they are actually 
serving recommends them for reward or discipline to the ministry to whom 


they normally belong. 
Article 36 


In time of war, all economic or moral activity abroad hecomes. under the 
supervision of the Government, the exclusive attribute of the Minister of 
Foreign Affairs, who has authority over and the right to control all official 
missions abroad, whatever may be the ministerial department which otherwise 
would have jurisdiction over them from a technical or finaneial point of view. 
No mission can be organized without previously receiving the approval of the 
minister of foreign affairs. 

Reservation being made of the rights of the commanders of sea and Jand 
forces within their respective spheres and in accordance with laws and regi- 
lutions in force, decrees rendered in council of ministers will decide the general 
measures to be taken on land, at sea, and in the air, agninst enemy trade and 
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«communications. The interested ministerial departments are charged with 
:the execution of such measures, with the approval and under the control of the 
Minister of Foreign Affairs, 

AS stipulated in the Pact of the League of Nations and in applications of its 
provisions, particularly in what concerns Articles 10, 11 (first paragraph), 
13 (paragrapb 4), 16, and 17 (paragraph 4), the Government may in time of 
peace, by decree rendered in council of ministers, and without mobilization 

-having been necessarily declared, order, upon the recommendation of the minister 
of foreign affairs, that the economic and financial measures provided for in 
these urticles be taken. 


FOURTH SECTION.—ECONOMIC ORGANIZATION IN TIME OF WAR 
Article 37 


In time of peace, an ageney in esch ministerial department is charged with 
preparing for its organization in time of war and the carrying out of the 
Measures which fall to it upon mobilization. 

For this purpose each ministerial department must draw up a plan and the 
time-table of its organization in time of war, as well as the plans and time- 
tables of the public services or private organizations it will administer or 
control in time of war. 

Within the sphere of his own duties in time of war, each minister makes the 
agreements in time of peace with the establishments and private enterprises 
assigned upon mobilization to work for the national defense, and specified in 
Article 13. He submits to the Chambers request for the necessary authority to 
incur the expenses required for this purpose in time of peace. These agree- 
ments are always subject to cancellation by the State. 

The list of these contracts is communicated each vear to the chairman and 
reporters of the finance committees of the Senate and the Chamber of Deputies. 


Article 38 


For each well-defined resource or category of resources one single minister is 
designated in time of peace as responsible for the measures to be taken in view 
of its production or supply, and in case of mob lization he supplies such re- 
sources to all other ministries needing them. 

The assembling of such resources or categories of supplies, raw materials, 
agricultural products, and manufactures which is specialized in one ministry 
Will in principle be entrusted to that ministry. 


Article 39 


In case of mobilization, decrees taken in council may, upon the recommen- 
dation of the minister concerned and following the requirements of national 
defense, regulate the production, or suspend the use, circulation, sale, and 
retention of certain resources, stipulate their price or ration their consumption. 

Decrees also may make compulsory the declaration of all raw materials, 
objects products, or foodstuffs which owners, producers, holders, or depositaries 
may have and which may be required for the national defense. 

These measures are taken after consultation with the committee provided 
for in article 41. 

Infractions of the deerees published in pursuance of the first paragraph of 
the present article will be punished by a fine of from 100 frances to 5,000 and 
by six days to 2 months imprisonment or by either one of these penalties. 

Furthetmore, the courts may ordain that their sentences, in extenso, or simply 
extracts from them, be posted up in such places as they wiil indicate and 
inserted in the newspapers they chose, at the expense of the person sentenced, 
such expense, however, not to exceed 1.500 franes, 

In case the offense is repeated, the fine will be from 5,000 to 20.000 franes and 
imprisonment from two months to one year. The cost of posting the sentence 
may be increased to 3,000. 

Article 463 of the Penal Code is applicable in these cases. 

Infractions of the decisions taken by competent ministers and of those of 
the public authorities in execution of the decrees mentioned in the first para- 
graph of the present article will be punished according to the provisions of 
articles 479 and 482 of the Penal Code. 
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Article 40 


If there is an insufficient quantity of any resource to meet the needs of all 
the ministries utilizing it, the allotment accorded to each ministry cuncerned is 
fixed by the minister who furnishes it; he acts in this matter in conformity 
with the directions of the Government and seeks recommendations from the 
committee mentioned in article 41. 

The decisions taken in the allotments of resources by the minister who fur- 
nished them may be appealed by the ministers who use them. These appeals 
are submitted to the council of ministers, which will decide the question after 
consultation with the council for national defense. However, these appeals do 
not suspend the decision taken by the minister furnishing the supplies. 


Article 41 


The ministers who in time of war are responsible for the procurement of a 
particular category of resources are assisted in the preparation and carrying 
out of the measures for which they must provide by a consultative committee 
constituted in time of peace. 

Labor and capital organizations or associations of the commercial, indus- 
trial, and agricultural enterprises involved, as well as the ministries using the 
supplies under consideration, are represented on this committee. 


Article 42 


In time of war associations of producers, merchants, and users, even organi- 
zations having the form of commercial companies, may be constituted by the 
minister responsible for a certain category of supplies to aid in obtaining and 
allotting these resources, under the control of the State and in conformity with 
the provisions of articles 12 und 16 of the present law. 

These organizations may be formed in time of peace by decision of any 
minister interested. 

Labor aud capital associations must be represented in these organizations. 


Article 43 


The various services of communications (transports and transmissions). 
inasmuch as they concern not only the needs of the armed forces but «also the 
general needs of the country and of the civil population, are centralized and 
placed under the authority of a single minister. 

This principle is modified as folk wx: 

(1) In certain cases, fixed by the Government, the minister above designated 
delegates temporarily or permanently to the ministers of war and of the navy. 
the supervision of all or a part of the services of communications. 

(2) In the army zones, the commanders of the armies have entire supervision 
over all means of communication, whether or not they are situated on French 
territory. 

(3) The safety of transport is incumbent upon the war and the navy de 
partments, under the following conditions: 

The ministry of war ensures on French territory, outside the zone of the 
armies, with its means and those placed at its disposal by other ministerial 
departments, the safety of ways of communications and their protection 
azainst land and air attacks by the enemy. In the army zones and on foreign 
territory, this mission becomes incumbent upon the commander in chief of 
armies. 

The ministry of the navy assures on every hand the protection of the navy 
with its own means and those placed at its disposition by ether ministerial 
departments. In this connection, it effects a defensive organization on board 
commercial vessels and its representatives give all orders concerning the special 
mensures to be taken to ensure the safety in time of war of these vessels, as 
well as to their movements, cognizance being taken of the nature and uryency 
of the shipment. 

Article 44 


In time of war. the manufacture and the allotment of industrial finished 
products destined to be used by several ministries, are centralized and placed 
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\ 
under the jurisdiction of one minister. This minister muy be called upon to 
ensure the manufacture of finished industrial products destined especially for 
the service of a single ministerial department when the latter is not able to 
ensure the supply itself. 


Article 45 


In time of war the data concerning the production, collection, transformation, 
and distribution of food supplies for the needs of the armed forces and those 
of the civil population, as well us all measures concerning them, are centralized 
under the authority and responsibility of the same minister. 


Article 46 


In what concerns the use of labor in time of war, a single minister, in 
close liaison with the ministers who are employers, is charged with the fol- 
lowing duties: 

(1) Centralization of the information concerning the needs of the various 
public or private services and the supply of labor of the various categories. 

(2) Reeruitment of labor of the various cutegories. 

(3) Distribution of the unassigned labor to the various public or private 
services. 

(4) General supervision over working conditions and control of labor. 

Certain categories of labor may be entirely or in part withdrawn from the 
action of the minister designated by virtue of the first paragraph of this 
article. 


Article 47 


The minister of war and the minister of the navy may, according to the 
needs, detach from the armies and assign to public or private enterprises 
working for the national defense, men possessing the necessary qualifications. 

The assignment of these men is always temporary and may be annulled; 
they continue to be considered as mobilized and are subject to military 
regulations. 

The Government ensures their billeting, their subsistence, and their main- 
tenance; they receive the pay and allowances given to soldiers of their grade. 

The members of their family receive the allowances to which the relations 
of other mobilized men are entitled. 

The ministers of war and of the navy supervise the use of the men detached 
in pursuance to the provisions of the present article. 


Article 48 


To a single minister, with the technical cooperation of representatives of 
other interested ministries, is intrusted the delivery of importation and 
exportation permits of every kind. 


Article 49 


Financial and banking measures are determined by the minister of finance. 
The conditions under which purchases and payments are effected abroad 
are determined by the concerted action of the minister of finance and the 
purchasing and paying ministerial departments or agencies, 


Article 50 


Measures concerning the eventual evacuation of inhabitants and possessions 
are prepared, in time of peace, by the interested ministries under the control 
of the minister of the interior. 

Orders for such evacuation are issued by the Government. 

Orders prescribing the obligations of the administrative personnel of the 
regions threatened with invasion are issued by the minister of the interior, 

Measures to effect such evacuation are carried out under the authority and 
responsibility of the minister of the interior, who consults the interested 
Ministerial departments as to the best use of the labor and possessions 
recuperated. 
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Article 51 


The minister of the colonies is charged with the execution of measures 
resulting from the application of the provisions of articles 37 to 48 of the 
present law, in so far as these concern the resources of territories under bis 
jurisdiction. 


Article 52 


The ministries which in time of war must assume the duties defined in 
articles 43 to 51 are designated in time of peace and are each responsible for 
the preparation of his ministerial department to fulfil its róle in time oí war. 

Fach minister submits to the president of the couucil a report as to the 
state of preparedness of his deparment. 

The Supreme Council of National Defense, after discussion, makes an annual 
report as to the state of preparedness of the entire country; this report, wirh 
recommendations of the council, is submitted to the president of the Republic. 
It is communicated to the presidents of the army, navy, and finance committees 
of the Senate and Chamber of Deputies. 


FIFTH SECTION—-REGIONAL ORGANIZATION 


Article 53 


The administrative and economic organization of the territory for war is 
effected in each territorial department under the authority of the prefect 
who is responsible for the preparation thereof in time of peace and the execu- 
tion thereof upon mobilization. 

General officers commanding military regions and maritime districts main- 
tain at all times a qualified representative with the prefects of the departments 
included within the territorial limits of their command; this representative 
setties all questions which pertain directly or indirectly to military mobiliza- 
tion, the latter being one of the exclusive duties of the military authorities. 

They may call the attention of the prefect on all measures which they eon- 
sider may hamper the operations of the military mobilization, and request their 
Withdrawal or modification, 

In case of disagreement, the question is submitted to the Supreme Council 
of National Defense for settlement. 


Article 54 


In time of war, on the recommendation of each minister in Wait concerns 
his own attributions, decrees made in Council of Ministers may preseribe that 
measures as to the production, collection, operation. distribution of certain 
specified categories of resources shall embrace regions other than the terri- 
terial depurtiment—for instunce, a military region, an economie rezion, er 
any other that may be Gesiguated, 

In sueh ease, a high civilian functionary is appointed by deeree as the rep- 
resentative of the Government in the resion thus constituted. He insures 
the execution of orders and. as far as these are concerned, assumes the re 
sponsibility of teking such steps us he deems necessary. He supervises tlhe 
functioning of the different services and agencies of the region participating 
in the work of national defense. 

The limits of the regions mentioned in paragraph 1 of the present article 
and for each one of them, the categories of resources specified, are determined 
in time of peace by decision of the president of the council upon the recom- 
mendation of the Supreme Council of National Defense and after consultatiot 
with the National Economie Council, 

This decision designates the high official placed in time of peace at the head 
of the constituted region, This official, under the president of the council. 
will supervise the preparation of the organization he will control and the 
measures whose execution he will insure upon mobilization. 


Article 55 
In each territorial district the official invested with the authority define! in 


Articles 53 and 54 is assisted, in time of war, by a consultive council. This 
council is composed of regional representatives of the different ministerial 
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departments as well as of representatives from the economic associations of 
labor and capital in the region or department. 

For a department, civilian members of this council are appointed by the 
prefect. The military members are appointed by the general officer com- 
manding the military region or the maritime district within whose limits the 
department is situated. 

In territorial districts as contemplated in article 53, the civilian members 
of the council are appointed by decision of the competent minister on the 
recommendation of the high official representing the Government in such 
district. The military members are appointed by the minister of war and 
the minister of the navy. 

The meetings of the council are presided over by the regional representative 
of the Government or of the prefect. 

The members of the consultative councils contemplated in the above para- 
graphs are designated in time of peace and receive a letter of appointment 
delivered hy the competent minister. 

Exceptionally, the council may be convened in time of peace on the initiative 
of the regional representative of the Government or of the prefect. 


Article 56 


An administrative regulation will determine the conditions under which the 
preceding articles are applied, particularly with respect to the composition, 
duties, and operation of the consultative councils. 


Article 57 


In the regions coming under the control of commanders in chief, the rela- 
tions between these commanders in chief and the regional authority will be 
fixed by the administrative regulations contemplated in article 56 of the 
present law. 

These reculations will also determine the relations between the high officials 
placed at the head of regions, or prefects, with the military authorities in 
case a state of siege is declared. 


Article 58 


As an exception to articles 53 and 54 of the present law, the services whose 
operation excludes all decentralization or whose activities only apply to a 
given portion of French territory, may be given a special organization. The 
enumeration of such services is to be determined by the administrative regu- 
lations contemplated in article 56 of the present law. 


Article 59 


In ench territorial district the plan and timetable of the organization for 
time of war are established and kept up to date in conformity with the same 
principle adopted for ministerial departments, in compliance with the generar 
provisions of the plans and timetables of those departments. 


SIXTH SECTION —DEFENSIVE ORGANIZATION OF THE TERRITORY 


Article 60 


The measures contemplated in the present law are completed by the defensive 
organization of the territory against land, sea, and acrial attacks. 


Article 61 


The execution of the work of fortification and defensive equipment of the 
frontiers is assured within the limit of moneys voted in the general appro- 
priation bill for that purpose by the ministers of war and of the navy, who in 
addition are charged with the preparation and execution of measures whose 
purpose is to repel aerial attacks by means of ground or aerial devices. 

The minister of the interior, upon the recommendation of the supreme 
council of national defense, insures the preparation and execution of all 
measures of precaution taken to protect the civilian population. 
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Article 62 


The national sistem of communications and transmissions is established 
in such a manner as to satisfy in so far as possible both the requirements of 
national defense and those of the country as a whole. 

With a view to this, the gereral program for the equipment of both the 
frontier and the interior with means of communications, aviation fields, elec- 
trical power, ete., is submitted to the supreme council of national defense and 
to the national economic council. 

The execution of the work involved is enrried out to the extent permitted 
by appropriations made in the general appropriation bill by the ministerial 
departments interested. 


SEVENTH SECTION—MISCELLANEOUS PROVISIONS 
Article 63 


Associations of ex-soldiers who belonged to the same regiment or to different 
regiments. constituted by virtue of the law of July 1, 1901, and approved by 
the minister of war, may receive from the State enconragement and subsidies 
to the extent of the appropriations mède for such purpese in the general arpro- 
priation bill Deerees will regulate their functioning and stipulate the con- 
ditions they must fulfill in order to get the benefit of sneh encouragement 
and subsidies, 


Article 64 


The minister of public education assures the moral preparation of the youth 
of the nation for their national defense duties, 

The pregrem and methods of such preparation will be fixed by a ministerial 
decision which will determine the conditions under which the instruction will be 
given in schools or posteradnate courses, es well as the application of such 
teaching on the occasion of civilian festivities, national or Jocal. 


Article 65 


Administrative regulations will determine the conditions under which the 
present law will apply in Algeria and in the colonies. 


(Submitted by John E. McCall, Department Commander :) 


MEMPHIS, TENN, May 13, 1931. 
Mr. Rorert H. MONTGOMERY. 
Secretary War Policies Commission, Washington, D. C. 

DEAR SIR: You recently sent to me a copy of the hearings of the War Policies 
Commission, with the suggestion that the commission would like to have any 
comment whieh I. as department commander of the American Legion in Ten- 
nessee, should eare to make. 

Tt wonld appear from the resolution creating the commission that the question 
of drafting of labor is specifically eliminated. In dealing with the drafting of 
men it is hard to understand exactly where this limitation begins and ends, 
since most all men are laborers. Th ean not be presumed that Congress had 
reference to organized labor: therefore, we presume that it had reference to 
laborers as sneh engaged in industries other than those of use for war purposes. 
When a man is indveted into the Army he is compelled to render such service 
as required by his superiors, and that service is not limited to killing people. 
In the past war it appears that seven men were required to perform labor of all 
character for every one man engaged in actual combat with the enemy. Wh le 
I should not favor military control of laborers engaged in ordinary industry, it 
seems that it would be necessary for the Government to have authority over men 
engaged in industries operating for war purposes. The men in these industries 
should be given the privilege of continuation of their work there under military 
supervision, if necessary, or transferring to line forces. Labor is man power and 
man power is, of course, essential to the conduct of war. A continuous supply of 
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munitions and material {s necessary and the Government should exercise such 
supervision over those engaged in maintaining this supply as will assure its con- 
tinuation. I think the commission should place a definite interpretation upon the 
limitation which the resolution places on the consideration of labor, and this inter- 
pretation should be that the commission's authority regarding the question of 
labor is limited only to labor engaged in other than war industries, and should 
‘consider labor in those industries to the extent of determining whether or not 
such labor should be placed in a deferred class under the ordinary process of 
drafting men for the Army. 

Judging from the experience in the World War, I would say that the princi. 
pal problems of the commission would have to do not with men but with in- 
dustry and with enpital. 

No plan for the drafting of industry and capital for war purposes will prove 
practical until we adopt toward the problem an attitude which places a value 
on human life and physical risk at least equal to that placed on capital and 
capital risk. No individual will dispuce that his life is his most precious pos- 
session, but the policies of governments have never given expression to this feei- 
ing of the individual. If a man is given to understand that he has the 
alternative of jeopardizing his life or his property and is convinced of that fact, 
he would unhesitatingly offer his property first. If this is true in individual 
instances, it must be equally true when applied to groups of men. 

Theoretically, at least, war is waged for the protection of the property and 
of the liberties of all citizens equally. Life is equally important to all men, no 
Inatter what is their station in life. The protection of property and property 
rights is most important to those who have the most property to protect. 
Therefore, each man is equally obligated for military service and should con- 
tribute property to military service in proportion to the amount to be protected 
by the war. If the Government can force a man to fight, it can as justly force 
him to contribute wealth. Unless our Constitution is so interpreted as to place 
a higher vaiue on preperty and property rights than ic does upon the life and 
liberty of men, no const tuti nal amendment would seem necessary to permit 
the taking of property in time of war on the same basis and at the same com- 
parative compensation as that upon which men are taken. 

I believe that property actually taken and consumed should be compensated 
for at a fair valuation, but I am not so sure that it is necessary or advisable 
to permit any profit in time of war for the use of capital in any form. The 
only necessary consideration is that all receive equal treatment. It would not 
be proper to fix a maximum earning, say at 6 per cent, on the property used 
for war purposes and at the same time fix no limit on the earnings of one 
Whose property Was not so used. 

It can hardly be debated that it is necessary to limit the profit from war indus- 
try and therefore it is necessary, through price fixing or taxation, to limit the 
earnings of wealth, Naturally price fixing, rationing of civil population. and 
other war measures effecting other than the Army will cause inconveniences, but 
these inconveniences to the civil population and to industry are no more serious 
than these experienced by the individual who is inducted into military service 
and perhaps sent to the front and, if necessary, should be put into effect with 
ho more hesitancy than that shown toward dratiing an individual Presumably 
ao war is fougit for preservation of the Nation. and unless prosecuted suecess- 
fully all will be lost; therefore risking all for vietory would seem warranted. 
I do not want to be understocd as in any sense advocating militarization of 
industry. but I am convinced that industry should be so organized as to be as 
surely under the control of the civil authorities in time of war as the Army is 
of the military authorities. I do not mean by this that public office holders 
should undertake to run the business of the ecuntry at any time, but that the 
President should have such control over industry and industry so organized as 
to be responsive to the military requirement of the Nation. It is, of course, 
necessary that men be trained in time of peace to operating the Army in time 
of war. Likewise it is necessary that those engaged in industry should have 
some conception of their manner of operation in time of war so as to be 
coordinated with the demands of the Army for supplies and for the support of 
the morale ot both the Army and the civil population. 

I feel sure that the commissien will be able to make such report and recom- 
mMendation as will bring about the accomplishment of Hig purpose of the reso- 
lution by which it is created. 

Very truly yours, 
JNO. E. McCarty, 
Department Commander. 
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PRINCETON, N. J., May 20, 1931. 
SECRETARY WAR POLICIES COMMISSION, 
Washington, D.C. 

Dear Sir: While I realize that the attached rough plan is subject to improve- 
ment and correction, it conveys the result of many years of intermittent study 
on my part. It seems to me to be possible, and perhaps it would meet the 
requirements of those who wish to see a change in the method vf operatiug 
industry in the event of war. 

Yours very truly, 
R. W. JOHNSON. 


(Submitted by Robert Wood Johnson, captain, Specialist Reserve :) 


A plan for the operation of industry during the war which is intended to place 
industry (an essential to war) on an equal service basis with the military 
organization and to eliminate or so minimize profit that there will be no gain 
in the capital position of the industry at the conclusion of the contract or 
hostilities. 


1. An organized system of pledging industry to the spirit and plan of * no 


profit ” conduct during war. By “no profit” is meant no real gain in capital 
position during or at the conclusion of contract or hostilities or a sugyested 
capital return of 31% per cent (merely a maintenance return). 

2. A series of designations which would publicly acclaim an industry as hav- 
ing so pledged itself, such as (a) a sign and banner for the main office or head- 
quarters (to be used in peuce time); (b) an insignia for letterheads or corre- 
spondence (to be used only after the declaration of war); (c) a mark for 
products used by the lay population and made by a corporation so committed 
(to be used only in time of war); (d) a mark to be used in public advertising 
by a pledged industry which would be used in time of war; (e) a badge, button, 
or mark to be worn by officers, executives, and employees of a pledged industry 
and issued only during the period of war. 

3. Existing plans of procurement and allocation of supplies as now laid out 
and being followed by the Assistant Secretary of Wur and the seven major 
supply branches to proceed without change. 


4. All inspections, audits, and methods of control as now arranged or to be- 


arranged are not to be influenced in any way by this system. 


The purpose of this plan is to bring about a patriotic state of mind for the- 


service of the Nation and place industry on an equal basis with military service. 
Such a plan would pledge industry to do the right thing in time of stress and 
should in no way reduce enthusiasm to produce in quantity as desired. 

In the event of an industry needing financial support, a war financing corpora- 
tion or other means of industrial financing to be established by the aid of the 
Government. Such assistance would not operate against the interests of the 
Government in any way. Should an industry wish to charge in the complete 
cost of its war-time plan and equipment on the assumption that it would have 
no peace-time value, it would. of course, do so, Questions involved in industrial 
war financing would in no way be simplified or made more complex by such 
financial assistance. It would merely mean that in the adjudication of a con- 
tract in the event of cessation of hostilities or when arriving at the original 
price the cost of doing business would be estimated, with a very moderate instead 
of a high return. This plan merely places industry in cocperation with the 
Government in the belief and with the hope that if they pledge themselves to 
a maintenance return during war they will honorably carry out their pledge. 
Should it be decided by military or governmental authorities that in extraordi- 
nary events it would not be to the best interests of the Government to request 
an industry to so pledge itself it would be possible to draw up a contract to 
meet the conditions, 

The plan would tend to eliminate desire for war activities except of a 
protective nature. This desire is not present in peace time but may come when 
war activities are imminent. The plan would also have a tendency to forestall 
the public discussion of war profiteering and avoid the criticism that industry 
was driving the country into war. Such criticism may have some basis of fact 
during the time preceding a war declaration, 

Preparatory measures of a very broad nature are indicated provided this 
plan meets with the approval of the special congressional Commissiou now 
sitting and that of the authorities and department heads involved. 

It would seem desirable that a division be established under the War Depart- 
ment procurement organization and responsible to the Assistant Secretary of 
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War with one permanent officer who, with volunteer civilian colleagues serving 
without rank and without pay, would attempt to secure the pledge of the great 
body of American industry to such a plan. . 

It seems reasonable to believe that should industry adopt a pledge such as is 
here outlined it would tend to obviate wage strife during the time of war. 
It has been concluded by the War Department that conscription of labor on a 
nation-wide scale during war is not practicable and such a course is not con- 
templated. There can be no objection, however, to developing a greater sense 
of duty in regard to the service that labor can do during war time which in 
turn should make labor less anxious for wage increase. When employees are 
conscious of the fact that the stockholders of industry are making large profits 
there would seem to be some basis for increased wage demands. When the 
former situation is removed there might still be some reasonable basis for 
wage increase, depending on the buying power of the dollar and the extraor- 
dinary economic upheavals which can not be forseen. However, the elimination 
of war profits tends to remove incentive for labor disputes. 

Recently I followed a 2-weeks’ course in the office of the Assistant Secre- 
tary of War, procurement and planning division, that I might have a clear 
understanding of the present program, and as I see it this project merely en- 
hances the work that is being excellently carried on by this very important 
division. 

This plan is not original with me. It has been discussed by many individuals 
during recent years. I have no particular brief for this plan and am merely 
offering it as a beginning point. Primarily, I am interested in the end results 
rather than the means. 

There would seem to be no formula that can foresee the complexities and 
altercations that may arise in the future. 

There would seem to be no contract or series of contracts so drawn as to 
make it impossible for an industry to operate without receiving too high a pay. 

A state of mind, a desire or a willingness to cooperate toward a central goal 
on the basis of service rather than that of profit seems to be the only plan that 
will meet all developments. 

War is largely a state of mind—a psychological phenomenon. Throughout 
the ages there have been developed a series of organized methods, marks of 
distinction and honors that have with varying degrees of success proven to be 
effective in building up the war spirit. After the day of the declaration of war 
it would seem as if the application of those principles to the new combatants— 
industry—would work with sufficient effectiveness to warrant the effort, espe- 
cially when such a plan can be superseded in great emergency by confiscation 
or otherwise. 

The injustice of profit on one hand and loss of life on the other hand can no 
longer be endured. It frequently has been said that the highest form of civiliza- 
tion as vet developed is voluntary cooperative, or disciplined effort toward self- 
betterment. This, I believe to be the desire of American industry. 


RoBeRT Woop JOHNSON. 
(Submitted by Louis B. Wehle, New York:) 


May 26, 1931. 
WAR POLICIES COMMISSION, 
War Department, Washington, D. C. 


GENTLEMEN: For your file I wish to put on record with von, for such further 
investization as may be in order, an idea which might prove useful for adop- 
tion by the Government in connection with future war-time contracts. 

My interest in this subject is mainly due to the fact that I happened to draft 
in part the cost-plus form of construction contract whieh was used by the War 
Department: later acted for a time as a special assistant to Secretary Baker: 
still later drafted the forms of construction contracts for the Emergency Fleet 
Corporation’s housing projects and seme of its shipyards: and in other ways 
had familiarity with the Government's war contract policies, The idea is this: 

In the cost-plus form of contract, where the contractor's fee is a percentage 
of the cost of the work, let the measure of the contractor's cost, established for 
the purpose of reckoning his fee, be, not the actual cost of labor and materials, 
but let that cost be an arbitrary cost based upon an itemized schedule attached 
to the contract. This schedule would set up in detail the hour or unit costs, 
obtaining approximately just before the outbreak ef hostilities, if all the prin- 
cipal classes of labor and chief items of materials to be used. Thus the sched- 
ule would set out the various applicible wage scales, and the various kinds, 
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sizes. or quantities, at arbitrary unit prices. of lamber. steel cobere.e. pine, 
plumbing fixtures, roofing materials, ete. No matter what increases might take 
plece, dauging the pera eb coustu uecuekb, 10 malos or abn plices of wat rias 
actually paid by the vouiractor. the arbitrary Wut Wates aud prices Weuld be 
the opes used in ficuring the couiractor s fee based upon the cust of toe work. 

The contract Would also contain ab apprepriate provision fer adding to Tie 
Mhedule such additional classes or K ods of izbor and of material as luuy come 
lo be used on the Work, at figures eutiioiug at the outbreak of hostilliies. 

Tunis idea could be found somewhat more fully developed by me in a letter 
dated, as [recall it, eariy in 1913, addressed to Col Wiliam A. Starrett, of toe 
consu tiou division of the War Department, which letter Was unearthed by 
the Graham congressional investigating committee from that divisions files 
and is probably a part of the committees pruceedibgs in counectiog With my 
testimony before it as a witness, 

Mr. Baruch s suggestion that prices generally should be *frozen” for all 
purposes as of the date of the outbreak of hbostililies may or muay bot ve 
practicable; but at any rate it would seem that they could be frozen in 
Governinent contracts, hot only for construction but also for production, where 
tue contractor's fee is reckoned ou the basis of the cost of the work. 

The idea is not untair to the contractor because in most war-time con- 
tracts the Government pays cash to the contractor about as Tast as le is 
pulting it into the work; whereas in the ordinary course of private business 
the contractor is carrying the work to a substantial extent on his own capital 
and credit, 

The rapid rise in prices and wages after April 6, 1917, was in large measure 
due to eager competition for labor and materials among Government eun- 
tractors who had no special motive for keeping down their costs, but on the 
contrary, may in some cases (especially where the contract did not provide a 
maximum limit to the fee) have been tempted to increase costs in order to 
enhance their fees, The use ot the arbitrary “frozen” wage and price in the 
cost-plus contract would remove that temptation. 

This sxufety device could be augmented by further provisions permitting the 
payment of actual wages and prices beyond thuse scheduled, only on express 
consent from the Government. 

If this idea should interest the commission I would be glad to help in develop- 
ing it further for your record. 

Very truly yours, 
Louis B. WEHLE. 


[Prusice Resotutron—No. 98—718T CONGRESS] 
[H. J. Res, 251] 


JOINT RESOLUTION To promote peace and to equalize the burdens and to minimize 
the profits of war 


Resolved by the Senate and House of Representatives of the 
United States of America in Congress assembled, That a commis- 
sion Is hereby created to study and consider amending the Constitu- 
tion of the United States to provide that private property may be 
taken by Congress for public use during war and methods of equal- 
izing the burdens and to remove the profits of war, together with 
a study of policies to be pursued in event of war. The commission 
shall report definite recommendations to the President of the United 
States to be by him transmitted to the Congress not later than the 
first Monday in December, 1931, together with copies of its proceed- 
ings and hearings and to report if, in their opinion, any constitu- 
tional amendment be necessary to accomplish the purposes desired: 
Provided, That said commission shall not consider and shall not 
report upon the conscription of labor. 
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Sec. 2. That said commission shall be composed of four Members 
of the House of Representatives, to be appointed by the Speaker of 
the House of Representatives, and four Members of the Senate, to be 
appointed by the President of the Senate, the Secretary of War, 
Secretary of the Navy, Secretary of Agriculture, Secretary of Com- 
merce, Secretary of Labor, and the Attorney General. 

Sec. 3. The said members to be appointed by the Speaker of the 
House of Representatives and the President of the Senate shall 
meet as soon as possible after the enactment of this resolution in the 
city of Washington, District of Columbia. The Secretary of War 
shall supply from the War Department all necessary office and clerical 
assistance. 

Sec. 4. When said commission shall meet it shall organize by 
electing one of its number as chairman, and another as vice chair- 
man, and shall appoint a secretary. 

Sec. 5. That no compensation shall be paid any member of said 
commission, and no expenses shall be incurred by them except the 
actual expenses of sustenance and travel for the members of the com- 
mission, and printing and clerical assistance that can not be reason- 
ably provided by the War Department. 


Approved, June 27, 1930. 
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